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Message from the Trustees

August 8,2023

Dear Fellow Shareholder:

Stocks have generally advanced through the first half of 2023. Recently, a strong pulse of
innovation has been gaining investors’ attention, and the technology sector has started
to rebound from a difficult 2022. More broadly, international markets are performing
well, even though the reopening of China’s economy lacked the dynamism many

had anticipated.

Bond markets have experienced more ups and downs, but performance has improved
compared with 2022. U.S. inflation has been trending downward, while the country’s
economic growth has remained positive. Against this backdrop, investors are weighing
the impact of high borrowing costs, stress in the banking system, and a weaker
housing market.

As active managers, your investment team continues to research attractive opportunities
for your fund while monitoring risks. This report offers an update on their efforts.

Thank you for investing with Putnam.

Respectfully yours,

Robert L. Reynolds Kenneth R. Leibler
President and Chief Executive Officer Chair, Board of Trustees

Putnam Investments



Performance history as of 6/30/23

Annualized total return (%) comparison

B The fund — class A shares B Fund’s benchmark B Fund’s Lipper
before sales charge Russell 2000 Growth Index peer group median
Putnam Small Cap Growth Small-Cap Growth Funds

Fund (PNSAX)

LIFE OF FUND 10 YEARS 5 YEARS 3 YEARS
(since 12/31/97)

Current performance may be lower or higher than the quoted past performance, which cannot guarantee future results.
Share price, principal value, and return will fluctuate, and you may have a gain or a loss when you sell your shares.
Performance of class Ashares assumes reinvestment of distributions and does not account for taxes. Fund returns in

the barchart do not reflect a sales charge of 5.75%; had they, returns would have been lower. See below and pages 7-8
foradditional performance information. For a portion of the periods, the fund had expense limitations, without which
returns would have been lower. To obtain the most recent month-end performance, visit putnam.com.

Lipper peer group median is provided by Lipper, a Refinitivcompany.

Recent broad marketindex and fund performance

Putnam Small Cap Growth Fund

(class A shares before sales charge) 20.09%

U.S. stocks
(S&P 500 Index)

Fund’s benchmark
(Russell 2000 Growth Index) I 18.53%

19.59%

Cash

(ICE BofA U.S. 3-Month Treasury Bill Index) - 3.59%
U.S. bonds

(Bloomberg U.S. Aggregate Bond Index) -0.94% I

This comparison shows your fund’s performance in the context of broad market indexes forthe 12 months ended
6/30/23. See above and pages 7-8 foradditional fund performance information. Index descriptions can be found
onpagell.

All Bloombergindices are provided by Bloomberg Index Services Limited.

2 Small Cap Growth Fund



Interview with your fund’s portfolio manager

Bill Monroe discusses the investing environment
and fund performance for the 12 months
ended June 30, 2023, as well as his outlook for

the fund.

<So

William J. Monroe, CFA
Portfolio Manager

Bill hasan M.B.A. from the University of
Chicago Booth School of Businessand a
B.S.in Finance from Miami University. He
joined Putnamin 2012 and has beeninthe
investmentindustry since 1996.

How were market conditions during the
12 months ended June 30,2023?

U.S. stocks of all sizes and styles registered
strong gains. Given the robust performance of
technology growth stocks, particularly those
of mega-cap companies, growth strategies
outperformed value strategies. Artificial intel-
ligence [Al] was a majortheme, asinterest in
the technology intensified. Investors became
focused on determining which businesses
would benefit orbe hurt by a pending wave
of Al competition and spending. Industrial
and consumer discretionary stocks also saw
solid gains.

Inthe final months of the period, stocks
benefited from expectations thatfalling
inflation might give the Federal Reserve leeway
to ease monetary policy. A cooler-than-
expected inflation reading for May 2023 led to
expectations that the central bank might hold
interest rates steady atits June meeting. At
that meeting, the Fed skipped an interest-rate
hike to allow time to gauge the effects of its
monetary policy and to potentially avoid
tipping the U.S. economy into a recession.
However, Fed policymakers added that two
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Sectorallocations

® Industrials 25.2%
® Information technology 20.5
® Health care 19.4
® Consumer discretionary 115
® Financials 5.3
® Energy 4.0
Materials 3.8
® Consumer staples 3.6
® Communication services 1.4
® Real estate 1.0
® Cash and net other assets 43

Allocations are shown as a percentage of the fund’s net assets as of 6/30/23. Cash and net other assets, if any,
representthe market value weights of cash, derivatives, short-term securities, and other unclassified assets in the
portfolio. Summary information may differ from the portfolio schedule included in the financial statements due to
theinclusion of derivative securities, any interest accruals, the exclusion of as-of trades, if any, the use of different
classifications of securities for presentation purposes, and rounding. Holdings and allocations may vary over time.

Dueto rounding, percentages may not equal 100%.

Top 10 holdings

HOLDING (PERCENTAGE OF FUND’S NET ASSETS)

Kinsale Capital Group, Inc. (2.4%)

INDUSTRY

Insurance

Axcelis Technologies, Inc. (2.2%)

Semiconductors and semiconductor equipment

Manhattan Associates, Inc. (2.1%)

Software

Lantheus Holdings, Inc. (2.1%)

Health care equipment and supplies

Verra Mobility Corp. (2.0%)

Professional services

Comfort Systems USA, Inc. (2.0%)
Medpace Holdings, Inc. (1.9%)

Construction and engineering

Life sciences tools and services

WillScot Mobile Mini Holdings Corp. (1.9%)

Construction and engineering

Nova, Ltd. (Israel) (1.9%)

Semiconductors and semiconductor equipment

Churchill Downs, Inc. (1.8%)

Hotels, restaurants, and leisure

This table shows the fund’stop 10 holdings by percentage of the fund’s net assets as of 6/30/23. Short-term
investments and derivatives, if any, are excluded. Holdings may vary over time.
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more interest-rate hikes remained a possibility
this calendaryear.

The Russell 2000 Growth Index, the fund’s
benchmark, rose 18.53% forthe 12-month period,
while the Russell 2000 Value Index, climbed
6.01%. The broader equity markets, as measured
by the S&P 500 Index, increased 19.59%.

How did the fund perform for the 12 months
ended June 30,2023?

The fund’s class A shares returned 20.09%,
outperforming the benchmarkindex. The fund
also outperformed the 15.06% median return
forfundsinits Lipper peer group, Small-Cap
Growth Funds. Stock selection was the primary
factorin the fund’s outperformance, with
positive resultsin 8 of 11 sectors. Gains were
strongestin industrials, information tech-
nology, and financials. Within information
technology, the fund saw strong stock selection
resultsin semiconductors and semiconductor
equipment, as well as software.

Positioningin biotechnology and pharmaceu-
ticalswithin the health care sector weighed

on performance relative to the benchmark. In
the past 12 months, biotechnology companies
rallied 28%, while our selections were up 5%. This
wasdue to our preference forwhat we viewed
asrelatively lower-risk, lower-volatility holdings.
Thefund’s cash weighting alsowas adragon
returnsin a period of strong equity performance.

What were some holdings that contributed
to performance during the reporting period?

The two top contributors for the period were
Manhattan Associates and InMode. Manhattan
isa provider of software for warehouse automa-
tion. With the company’s products moving to
the cloud, aiding many companies dealing with
shifting and ever-more-complicated supply
chains, the stock performed particularly well.

InMode s a global provider of radio frequency-
based devices for minimally invasive aesthetic
procedures. The company focuses on
physicians who specialize in dermatology,

€€ Stock selection was the
primary factor in the fund’s
outperformance, with positive
results in 8 of 11 sectors. )

plastic surgery, gynecology, otolaryngology,
and ophthalmology.

What were some holdings that detracted from
performance during the reporting period?

Thefund’s top detractor for the period

was R1 RCM, a provider of revenue
management services for the health care
industry. Managementannounced its
acquisition of Cloudmed and then reported
weaker-than-expected earnings results, which
was not well received by investors. The abrupt
departure of its longtime CEO added to our
concerns. We subsequently sold the position
and reallocated the proceeds into stocks with
more attractive growth prospects, in our view.

TechTarget, which provides data-driven
marketing services to business-to-business
technology vendors, also struggled. As growth
stalled across the technology sectorin the

first half of the reporting period, companies
enacted layoffs and budget cuts that negatively
affected TechTarget’s customer base. Reduced
spending levels by much of its customer base
resulted in weaker-than-expected earnings
results for TechTarget. We sold the position, as
we believed the challenges facing TechTarget’s
customer base would continue to hamper

the company’s growth for longer than we
initially expected.

What s your outlook as the second half of
calendar 2023 begins?

In the first half of 2023, we saw weaker growth
metricsin many sectors ofthe U.S. economy,
but they were not synchronized. This lack of
harmony across sectors, in our view, leaves
open the possibility that we may not see a full
recession. Rather, we may see more of a rolling
recession on a sector-by-sector basis.
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We believe the Fed is very close to the end of
thisinterest-rate hiking cycle. However, we
thinkinterest-rate cuts are unlikely in the next
12 months dueto aresilient labor market
and sticky coreinflation. This means interest
rates may stay higherforlonger, in ourview.
Furthermore, with the lagging effects of Fed
interest-rate hikes and resulting tightening of
lending standards, we are mindful that slower
economic growth could materialize over the
next 12 months.

With these factors in mind, we have adopted
asomewhat neutral stance. Onthe one hand,
the end of interest-rate hikes may be viewed as
bullish. Onthe other hand, interest rates staying
higherfor longer may be viewed as bearish.
Both outcomes are possible, in our opinion.

In an environment of relatively high interest
rates, a gradual slowdown in diverging sectors
ofthe economy, and an unsettled global
political environment, we think risk-mitigation
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strategies will be veryimportant. We remain
focused on individual company dynamics and
striving to find stocks that can successfully
weather all market conditions.

Thank you, Bill, for your time and
insights today.

The views expressed in this report are exclusively
those of Putnam Management and are subject to
change. They are not meant as investment advice.

Please note that the holdings discussed in this
report may not have been held by the fund for the
entire period. Portfolio composition is subject to
review in accordance with the fund’s investment
strateqy and may vary in the future. Current

and future portfolio holdings are subject to risk.
Statements in the Q&A concerning the fund’s
performance or portfolio composition relative to
those of the fund’s Lipper peer group may reference
information produced by Lipper Inc. or through a
third party.



Your fund’s performance

This section shows your fund’s performance, price, and distribution information for periods ended
June 30,2023, the end of its most recent fiscal year. In accordance with regulatory requirements
for mutual funds, we also include expense information taken from the fund’s current prospectus.
Performance should always be considered in light of a fund’s investment strategy. Data represent
past performance. Past performance does not guarantee future results. More recent returns may
be less or more than those shown. Investment return and principal value will fluctuate, and you
may have a gain or a loss when you sell your shares. Performance information does not reflect any
deduction for taxes a shareholder may owe on fund distributions or on the redemption of fund
shares. For the most recent month-end performance, please visit the Individual Investors section
at putnam.com or call Putnam at 1-800-225-1581. Class R, R6, and Y shares are not available to
allinvestors.

Annualized fund performance Total return for periods ended 6/30/23

Life of fund 10years 5years 3years lyear
ClassA(12/31/97)
Beforesalescharge 11.01% 11.94% 10.58% 8.91% 20.09%
Aftersalescharge 10.75 11.28 9.28 6.78 13.18
Class B (3/18/02)
Before CDSC 10.75 11.26 9.76 8.10 19.19
After CDSC 10.75 11.26 9.48 123 14.19
Class C(3/18/02)
Before CDSC 10.75 11.27 9.76 8.09 19.17
After CDSC 10.75 11.27 9.76 8.09 18.17
ClassR(12/1/03)
Netassetvalue 10.73 11.66 10.31 8.63 19.77
Class R6 (6/29/15)
Netassetvalue 11.27 12.36 11.02 9.33 20.55
ClassY (11/3/03)
Netassetvalue 1122 12.22 10.86 9.18 20.37

Current performance may be lower or higher than the quoted past performance, which cannot guarantee future
results. After-sales-charge returns for class A shares reflect the deduction of the maximum 5.75% sales charge levied
at the time of purchase. Class B share returns after contingent deferred sales charge (CDSC) reflect the applicable
CDSC, which is 5% in the first year, declining over time to 1% in the sixth year, and is eliminated thereafter. Class C
share returns after CDSC reflect a 1% CDSC for the first year that is eliminated thereafter. Class R, R6, and Y shares
have no initial sales charge or CDSC. Performance for class B, C, R, and Y shares before their inception is derived
from the historical performance of class A shares, adjusted for the applicable sales charge (or CDSC) and the higher
operating expenses for such shares, except for class Y shares, for which 12b-1 fees are not applicable. Performance
for class R6 shares prior to their inception is derived from the historical performance of class Y shares and has

not been adjusted for the lower investor servicing fees applicable to class R6 shares; had it, returns would have
been higher.

For a portion of the periods, the fund had expense limitations, without which returns would have been lower.
The fund has had performance fee adjustments that may have had a positive or negative impact on returns.
Class B.and C share performance reflects conversion to class A shares after eight years.
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Comparative annualized index returns For periods ended 6/30/23

Life of fund 10years
Russell 2000 Growth Index 6.53% 8.83%
Lipper Small-Cap Growth
Funds category median” 821 9.52

5years 3years lyear
4.22% 6.10% 18.53%
6.21 7.56 15.06

Index and Lipper results should be compared with fund performance before sales charge, before CDSC, or at net

assetvalue.

Lipper peer group median is provided by Lipper, a Refinitivcompany.
“Over the 1-year, 3-year, 5-year, 10-year, and life-of-fund periods ended 6/30/23, there were 695, 660, 614,441, and 99

funds, respectively, in this Lipper category.

Change in the value of a $10,000 investment (59,425 after sales charge)

Cumulative total return from 6/30/13 to 6/30/23

2/ Putnam Small Cap Growth Fund class A shares after sales charge

/\ Russell 2000 Growth Index

=

13 ‘14 ‘15 ‘16 17 18

e
=R

$20,000
$15,000
$10,000

$5,000

’19 20 21 22 23

Past performance does not indicate future results. At the end of the same time period, a $10,000 investment in the
fund’s class B and C shares would have been valued at $29,079 and $29,084, respectively, and no contingent deferred
sales charges would apply. A $10,000 investment in the fund’s class R, R6, and Y shares would have been valued at

$30,122, $32,059, and $31,674, respectively.

Fund price and distribution information For the 12-month period ended 6/30/23

ClassA ClassB

Before After Net

sales sales asset

Share value charge charge value
6/30/22 $46.89 $49.75 $38.46
6/30/23 56.31 59.75 45.84

ClassC ClassR ClassR6 ClassY
Net Net Net Net
asset asset asset asset
value value value value
$38.28 $44.30 $50.07 $49.54
45.62 53.06 60.36 59.63

The classification of distributions, if any, is an estimate. Before-sales-charge share value and current dividend rate
for class A shares, if applicable, do not take into account any sales charge levied at the time of purchase. After-sales-
charge share value, current dividend rate, and current 30-day SEC yield, if applicable, are calculated assuming

that the maximum sales charge (5.75% for class A shares) was levied at the time of purchase. Final distribution

information will appear on your year-end tax forms.
The fund made no distributions during the period.
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Your fund’s expenses

As a mutual fund investor, you pay ongoing expenses, such as management fees, distribution fees
(12b-1 fees), and other expenses. Using the following information, you can estimate how these
expenses affect your investment and compare them with the expenses of other funds. You may also
pay one-time transaction expenses, including sales charges (loads) and redemption fees, which are
not shown in this section and would have resulted in higher total expenses. For more information,
see your fund’s prospectus or talk to your financial representative.

Expense ratios

ClassA ClassB ClassC ClassR Class R6 ClassY
Total annual operating expenses for the
fiscal year ended 6/30/22" 1.23% 1.98% 1.98% 1.48% 0.85% 0.98%
Annualized expense ratio for the
six-month period ended 6/30/231% 1.22% 1.97% 1.97% 1.47% 0.82% 0.97%

Fiscal year expense information in this table is taken from the most recent prospectus, is subject to change, and may
differ from that shown for the annualized expense ratio and in the financial highlights of this report.

Expenses are shown as a percentage of average net assets.
“Restated to reflect current fees.

TExpense ratios for each class are for the fund’s most recent fiscal half year. As a result of this, ratios may differ from
expense ratios based on one-year data in the financial highlights.

Includes anincrease of 0.08% from annualizing the performance fee adjustment for the six months ended 6/30/23.

Expenses per $1,000

The following table shows the expenses you would have paid on a $1,000 investment in each
class of the fund from 1/1/23 to 6/30/23. It also shows how much a $1,000 investment would be
worth at the close of the period, assuming actual returns and expenses.

ClassA ClassB ClassC ClassR Class R6 ClassY
Expenses paid per $1,000" $6.52 $10.52 $10.52 $7.86 $4.39 §5.19
Ending value (after expenses) §1,157.00  $1,152.90  $1,15290  $1,15570  $1,159.40  $1,158.50

"Expenses for each share class are calculated using the fund’s annualized expense ratio for each class, which
represents the ongoing expenses as a percentage of average net assets for the six months ended 6/30/23. The
expense ratio may differ for each share class.

TExpenses are calculated by multiplying the expense ratio by the average account value for the period; then
multiplying the result by the number of days in the period (181); and then dividing that result by the number of days in
the year (365).
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Estimate the expenses you paid
To estimate the ongoing expenses you paid for the six months ended 6/30/23, use the following
calculation method. To find the value of your investment on 1/1/23, call Putnam at 1-800-225-1581.

How to calculate the expenses you paid

Value of your investmenton 1/1/23 = $1,000 X  Expenses paid per $1,000 = Total expenses paid
Example Based on a $10,000 investment in class A shares of your fund.

$10,000 <= $1,000 X $6.52(see preceding table) =  $65.20

Compare expenses using the SEC’s method

The Securities and Exchange Commission (SEC) has established guidelines to help investors assess
fund expenses. Per these guidelines, the following table shows your fund’s expenses based on a
$1,000 investment, assuming a hypothetical 5% annualized return. You can use this information to
compare the ongoing expenses (but not transaction expenses or total costs) of investing in the fund
with those of other funds. All mutual fund shareholder reports will provide this information to help
you make this comparison. Please note that you cannot use this information to estimate your actual
ending account balance and expenses paid during the period.

ClassA ClassB ClassC ClassR Class R6 ClassY
Expenses paid per $1,000°t $6.11 $9.84 $9.84 §7.35 $4.11 $4.86
Ending value (after expenses) $1,018.74  $1,01503  S$1,015.03  $1,017.50  $1,020.73  $1,019.98

"Expenses for each share class are calculated using the fund’s annualized expense ratio for each class, which
represents the ongoing expenses as a percentage of average net assets for the six months ended 6/30/23. The
expense ratio may differ for each share class.

TExpenses are calculated by multiplying the expense ratio by the average account value for the six-month period;
then multiplying the result by the number of days in the six-month period (181); and then dividing that result by the
number of days in the year (365).
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Comparative index definitions

Bloomberg U.S. Aggregate Bond Index is an
unmanaged index of U.S. investment-grade
fixed income securities.

ICE BofA (Intercontinental Exchange Bank of
America) U.S. 3-Month Treasury Bill Index is
an unmanaged index that seeks to measure the
performance of U.S. Treasury bills available in
the marketplace.

Russell 2000° Growth Index is an
unmanaged index of those companies in the
small-cap Russell 2000 Index chosen for their
growth orientation.

Russell 2000°® Value Index is an unmanaged
index of those companies in the small-cap
Russell 2000 Index chosen for their

value orientation.

S&P 500° Index is an unmanaged index of
common stock performance.

Indexes assume reinvestment of all distributions and do
not account for fees. Securities and performance of a
fund and an index will differ. You cannot invest directly
inan index.

BLOOMBERG® is a trademark and service mark of
Bloomberg Finance L.P. and its affiliates (collectively
“Bloomberg”). Bloomberg or Bloomberg’s licensors
own all proprietary rights in the Bloomberg Indices.
Neither Bloomberg nor Bloomberg’s licensors approve

or endorse this material, or guarantee the accuracy or
completeness of any information herein, or make any
warranty, express or implied, as to the results to be
obtained therefrom, and to the maximum extent allowed
by law, neither shall have any liability or responsibility for
injury or damages arising in connection therewith.

Frank Russell Company is the source and owner of the
trademarks, service marks, and copyrights related to
the Russell Indexes. Russell® is a trademark of Frank
Russell Company.

ICE Data Indices, LLC (“ICE BofA”), used with permission.
ICE BofA permits use of the ICE BofA indices and related
data on an “as is” basis; makes no warranties regarding
same; does not guarantee the suitability, quality, accu-
racy, timeliness, and/or completeness of the ICE BofA
indices or any data included in, related to, or derived
therefrom; assumes no liability in connection with the
use of the foregoing; and does not sponsor, endorse, or
recommend Putnam Investments, or any of its products
or services.

Lipper, a Refinitivcompany, is a third-party
industry-ranking entity that ranks funds. Its
rankings do not reflect sales charges. Lipper
rankings are based on total return at net asset
value relative to other funds that have similar
current investment styles or objectives as
determined by Lipper. Lipper may change a
fund’s category assignment at its discretion.
Lipper category medians reflect performance
trends for funds within a category.
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Other information for shareholders

Important notice regarding delivery of
shareholder documents

In accordance with Securities and Exchange
Commission (SEC) regulations, Putnam sends
a single notice of internet availability, or a
single printed copy, of annual and semiannual
shareholder reports, prospectuses, and proxy
statements to Putnam shareholders who
share the same address, unless a shareholder
requests otherwise. If you prefer to receive
your own copy of these documents, please call
Putnam at 1-800-225-1581 or, for exchange-
traded funds only, 1-833-228-5577. We will
begin sending individual copies within 30 days.

Proxy voting

Putnam is committed to managing our funds
in the best interests of our shareholders. The
Putnam funds’ proxy voting guidelines and
procedures, as well as information regarding
how your fund voted proxies relating to

portfolio securities during the 12-month period

ended June 30, 2022, are available in the
Individual Investors section of putnam.com
and on the SEC’s website, www.sec.gov. If

you have questions about finding forms on
the SEC’s website, you may call the SEC at
1-800-SEC-0330. You may also obtain the
Putnam funds’ proxy voting guidelines and
procedures at no charge by calling Putnam’s
Shareholder Services at 1-800-225-1581 or, for
exchange-traded funds only, 1-833-228-5577.

Fund portfolio holdings

The fund will file a complete schedule of its
portfolio holdings with the SEC for the first
and third quarters of each fiscal year on
Form N-PORT within 60 days of the end of
such fiscal quarter. Shareholders may obtain
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the fund’s Form N-PORT on the SEC’s website
at www.Sec.gov.

Trustee and employee fund ownership

Putnam employees and members of the
Board of Trustees place their faith, confidence,
and, mostimportantly, investment dollars in
Putnam funds. As of June 30, 2023, Putnam
employees had approximately $493,000,000
and the Trustees had approximately
$69,000,000 invested in Putnam funds. These
amounts include investments by the Trustees’
and employees’ immediate family members
as well as investments through retirement and
deferred compensation plans.

Liquidity risk management program
Putnam, as the administrator of the fund’s
liquidity risk management program (appointed
by the Board of Trustees), presented the most
recent annual report on the program to the
Trustees in May 2023. The report covered the
structure of the program, including the program
documents and related policies and procedures
adopted to comply with Rule 22e-4 under the
Investment Company Act of 1940, and reviewed
the operation of the program from January 2022
through December 2022. The reportincluded

a description of the annual liquidity assess-
ment of the fund that Putnam performed in
November 2022. The report noted that there
were no material compliance exceptions identi-
fied under Rule 22e-4 during the period. The
reportincluded a review of the governance of the
program and the methodology for classification
of the fund’s investments. Putnam concluded
that the program has been operating effectively
and adequately to ensure compliance with

Rule 22e-4.



Important notice regarding Putnam’s privacy policy

In order to conduct business with our
shareholders, we must obtain certain personal
information such as account holders’ names,
addresses, Social Security numbers, and
dates of birth. Using this information, we are
able to maintain accurate records of accounts
and transactions.

Itis our policy to protect the confidentiality of
our shareholder information, whether or not

a shareholder currently owns shares of our
funds. In particular, it is our policy not to sell
information about you or your accounts to
outside marketing firms. We have safeguards in
place designed to prevent unauthorized access

to our computer systems and procedures
to protect personal information from
unauthorized use.

Under certain circumstances, we must share
account information with outside vendors who
provide services to us, such as mailings and
proxy solicitations. In these cases, the service
providers enter into confidentiality agreements
with us, and we provide only the information
necessary to process transactions and perform
other services related to your account. Finally,
itis our policy to share account information
with your financial representative, if you've
listed one on your Putnam account.
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Trustee approval of management contracts

Consideration of your fund’s new and interim
management and sub-management contracts

At their meeting on June 23,2023, the Board of
Trustees of your fund, including all of the Trustees
who are not “interested persons” (as this term is
defined in the Investment Company Act of 1940, as
amended (the “1940 Act”)) of the Putnam mutual
funds, closed-end funds, and exchange-traded
funds (collectively, the “funds”) (the “Independent
Trustees”) approved, subject to approval by your
fund’s shareholders, a new management contract
with Putnam Investment Management (“Putnam
Management”) and a new sub-management
contract between Putnam Management and

its affiliate, Putnam Investments Limited (“PIL”)
(collectively, the “New Management Contracts”).
The Trustees considered the proposed New
Management Contracts in connection with the
planned acquisition of Putnam U.S. Holdings I, LLC
(“Putnam Holdings”) by a subsidiary of Franklin
Resources, Inc. (“Franklin Templeton”). The Trust-
ees considered that, on May 31, 2023, Franklin
Templeton and Great-West Lifeco Inc., the parent
company of Putnam Holdings, announced that
they had entered into a definitive agreement for

a subsidiary of Franklin Templeton to acquire
Putnam Holdings in a stock and cash transac-
tion (the “Transaction”). The Trustees noted that
Putnam Holdings was the parent company of
Putnam Management and PIL. The Trustees were
advised that the Transaction would resultin a
“change of control” of Putnam Management and
PIL and would cause your fund’s current Manage-
ment Contract with Putnam Management and
Sub-Management Contract with PIL (collectively,
the “Current Management Contracts”) to termi-
nate in accordance with the 1940 Act. The Trustees
considered that the New Management Contracts
would take effect upon the closing of the Trans-
action, which was expected to occur in the fourth
quarter of 2023.

In addition to the New Management Contracts,

the Trustees also approved interim management
and sub-management contracts with Putnam
Management and PIL, respectively (the “Interim
Management Contracts”), which would take

effect in the event that for any reason share-

holder approval of a New Management Contract
was not received by the time of the Transaction
closing. The Trustees considered that each Interim
Management Contract that became effective would

14 Small Cap Growth Fund

remain in effect until shareholders approved the
proposed New Management Contract, or until
150 days elapse after the closing of the Transac-
tion, whichever occurred first. The considerations
and conclusions discussed in connection with the
Trustees’ consideration of the New Management
Contracts and the continuance of your fund’s
Current Management Contracts also apply to the
Trustees’ consideration of the Interim Manage-
ment Contracts, supplemented by consideration
of the terms, nature and reason for any Interim
Management Contract.

The Independent Trustees met with theirindepen-
dent legal counsel, as defined in Rule 0-1(a)(6)
underthe 1940 Act (the Board’s “independent
legal counsel”), and representatives of Putnam
Management and its parent company, Power
Corporation of Canada, to discuss the potential
Transaction, including the timing and structure of
the Transaction and its implications for Putnam
Management and the funds, during their regular
meeting on November 18,2022, and the full
Board of Trustees further discussed these matters
with representatives of Putnam Management
atits regular meeting on December 15, 2022. At

a special meeting on December 20, 2022, the

full Board of Trustees met with representatives

of Putnam Management, Power Corporation

of Canada and Franklin Templeton to further
discuss the potential Transaction, including
Franklin Templeton’s strategic plans for Putnam
Management’s asset management business and
the funds, potential sources of synergy between
Franklin Templeton and Putnam Management,
potential areas of partnership between Power
Corporation of Canada and Franklin Templeton,
Franklin Templeton’s distribution capabilities,
Franklin Templeton’s existing service provider
relationships and Franklin Templeton’s recent
acquisitions of other asset management firms.

In order to assist the Independent Trustees in
their consideration of the New Management
Contracts and other anticipated impacts of the
Transaction on the funds and their shareholders,
independent legal counsel for the Independent
Trustees furnished an initial information request
to Franklin Templeton (the “Initial Franklin
Request”). At a special meeting of the full Board
of Trustees held on January 25, 2023, representa-
tives of Franklin Templeton addressed the firm’s
responses to the Initial Franklin Request. At the



meeting, representatives of Franklin Templeton
discussed, among other things, the business and
financial condition of Franklin Templeton and its
affiliates, Franklin Templeton’s U.S. registered
fund operations, its recent acquisition history,
Franklin Templeton’s intentions regarding the
operation of Putnam Management and the funds
following the completion of the potential Trans-
action and expected benefits to the funds and
Putnam Management that might result from

the Transaction.

The Board of Trustees actively monitored devel-
opments with respect to the potential Transaction
throughout the period leading up to the public
announcement of a final sale agreement on

May 31,2023. The Independent Trustees met to
discuss these matters at their regular meetings
on January 27, April 20 and May 19, 2023. The full
Board of Trustees also discussed developments
at their regular meeting on February 23,2023.
Following the public announcement of the Trans-
action on May 31,2023, independent legal counsel
for the Independent Trustees furnished a supple-
mental information request (the “Supplemental
Franklin Request”) to Franklin Templeton. At the
Board of Trustees’ regular in-person meeting
held on June 22-23, 2023, representatives of
Putnam Management and Power Corporation

of Canada provided further information regard-
ing, among other matters, the final terms of the
Transaction and efforts undertaken to retain
Putnam employees. The Contract Committee of
the Board of Trustees also met on June 22,2023
to discuss Franklin Templeton’s responses to the
Supplemental Franklin Request. Mr. Reynolds,
the only Trustee affiliated with Putnam Manage-
ment, participated in portions of these meetings
to provide the perspective of the Putnam
organization, but did not otherwise participate
in the deliberations of the Independent Trust-
ees or the Contract Committee regarding the
potential Transaction.

After the presentations and after reviewing the
written materials provided, the Independent
Trustees met at their in-person meeting on
June 23,2023 to consider the New Management
Contracts for each fund, proposed to become
effective upon the closing of the Transaction,
and the filing of a preliminary proxy statement.

At this meeting and throughout the process,

the Independent Trustees also received advice
from theirindependent legal counsel regarding
their responsibilities in evaluating the poten-

tial Transaction and the New Management
Contracts. The Independent Trustees reviewed
the terms of the proposed New Management
Contracts and the differences between the New
Management Contracts and the Current Manage-
ment Contracts. They noted that the terms of

the proposed New Management Contracts were
substantially identical to the Current Management
Contracts, except for certain changes designed
largely to address differences among various of
the existing contracts, which had been developed
and implemented at different times in the past.

In considering the approval of the proposed New
Management Contracts, the Board of Trustees
took into account a number of factors, including:*

(i) Franklin Templeton’s and Putnam Manage-
ment’s belief that the Transaction would not
adversely affect the funds or their shareholders
and their belief that the Transaction was likely to
result in certain benefits (described below) for the
funds and their shareholders;

(ii) That Franklin Templeton did not intend to make
any material change in Putnam Management’s
senior investment professionals (other than
certain changes related to reporting structure

and organization of personnel discussed below),
including the portfolio managers of the funds,
orto the firm’s operating locations as a result of
the Transaction;

(iii) That Franklin Templeton intended for Putnam
Management’s equity investment professionals
to continue to operate largely independently
from Franklin Templeton, reporting to Franklin
Templeton’s Head of Public Markets following
the Transaction;

(iv) That, while Putnam Management’s organi-
zational structure was not expected to change
immediately following the Transaction, Franklin
Templeton intended to revise Putnam Manage-
ment’s reporting structure in order to include
Putnam Management’s fixed income investment
professionals in Franklin Templeton’s fixed income
group and to include Putnam Management’s
Global Asset Allocation (“GAA”) investment

'All subsequent references to Putnam Management describing the Board of Trustees’ considerations should be deemed
toincludereferencesto PIL as necessary or appropriate in the context.
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professionals in Franklin Templeton’s investment
solutions group, with both Franklin Templeton
groups reporting to Franklin Templeton’s Head of
Public Markets;

(v) Franklin Templeton’s expectation that there
would not be any changes in the investment
objectives, strategies or portfolio holdings of the
funds as a result of the Transaction;

(vi) That neither Franklin Templeton nor
Putnam Management had any current plans to
propose changes to the funds’ existing manage-
ment fees or expense limitations, or current
plans to make changes to the funds’ existing
distribution arrangements;

(vii) Franklin Templeton’s and Putnam
Management’s representations that, follow-
ing the Transaction, there was not expected
to be any diminution in the nature, quality
and extent of services provided to the funds
and their shareholders by Putnam Manage-
ment and PIL, including compliance and other
non-advisory services;

(viii) That Franklin Templeton did not currently
plan to change the branding of the funds or to

change the lineup of funds in connection with the

Transaction but would continue to evaluate how
best to position the funds in the market;

(ix) The possible benefits accruing to the
funds and their shareholders as a result of the
Transaction, including:

a. That the scale of Franklin Templeton’s
investment operations platform would
increase the investment and operational
resources available to the funds;

b. That the Putnam open-end funds would
benefit from Franklin Templeton’s large retail
and institutional global distribution capabil-
ities and significant network of intermediary
relationships, which may provide additional
opportunities for the funds to increase assets
and reduce expenses by spreading expenses
over a larger asset base; and

c. Potential benefits to shareholders of the
Putnam open-end funds that could result
from the alignment of certain fund features
and shareholder benefits with those of other
funds sponsored by Franklin Templeton and
its affiliates and access to a broader array of
investment opportunities;
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(x) The financial strength, reputation, experience
and resources of Franklin Templeton and its
investment advisory subsidiaries;

(xi) Franklin Templeton’s expectation that the
Transaction would notimpact the capabilities or
responsibilities of Putnam Management’s Invest-
ment Division (other than any impact related to
reporting structure changes for Putnam Manage-
ment’s equity, fixed income and GAA investment
groups and to including Putnam Management’s
fixed income and GAA investment professionals
in existing Franklin Templeton investment groups,
as discussed above) and that any changes to the
Investment Division over the longer term would be
made in order to achieve perceived operational
efficiencies orimprovements to the portfolio
management process;

(xii) Franklin Templeton’s commitment to
maintaining competitive compensation arrange-
ments to allow Putnam Management to continue
to attract and retain highly qualified person-

nel and Putnam Management’s and Franklin
Templeton’s efforts to retain personnel, includ-
ing efforts implemented since the Transaction
was announced;

(xiii) That the current senior management teams at
Putnam Management and Power Corporation of
Canada had indicated their strong support of the
Transaction and that Putnam Management had
recommended that the Board of Trustees approve
the New Management Contracts; and

(xiv) Putnam Management’s and Great-West Lifeco
Inc.s commitment to bear all expenses incurred
by the funds in connection with the Transaction,
including all costs associated with the proxy solic-
itation in connection with seeking shareholder
approval of the New Management Contracts.

Finally, in considering the proposed New Manage-
ment Contracts, the Board of Trustees also took
into account their concurrent deliberations and
conclusions, as described below, in connection
with their annual review of the funds’ Current
Management Contracts and the approval of

their continuance, effective July 1, 2023, and the
extensive materials that they had reviewed in
connection with that review process.

Based upon the foregoing considerations, on
June 23,2023, the Board of Trustees, including
all of the Independent Trustees, unanimously
approved the proposed New Management
Contracts and determined to recommend their
approval to the shareholders of the funds.



General conclusions — Current
Management Contracts

The Board of Trustees oversees the management
of each fund and, as required by law, determines
annually whether to approve the continuance of
your fund’s management contract with Putnam
Management and the sub-management contract
with respect to your fund between Putnam
Management and PIL. (Because PIL is an affiliate
of Putnam Management and Putnam Manage-
ment remains fully responsible for all services
provided by PIL, the Trustees have not attempted
to evaluate PIL as a separate entity.) The Board

of Trustees, with the assistance of its Contract
Committee, requests and evaluates all informa-
tion it deems reasonably necessary under the
circumstances in connection with its annual
contract review. The Contract Committee consists
solely of Independent Trustees.

At the outset of the review process, members

of the Board of Trustees’ independent staff

and independent legal counsel considered any
possible changes to the annual contract review
materials furnished to the Contract Committee
during the course of the previous year’s review
and, as applicable, identified those changes to
Putnam Management. Following these discussions
and in consultation with the Contract Commit-
tee, the Independent Trustees’ independent legal
counsel requested that Putnam Management and
its affiliates furnish specified information, together
with any additional information that Putnam
Management considered relevant, to the Contract
Committee. Over the course of several months
ending in June 2023, the Contract Committee met
on a number of occasions with representatives of
Putnam Management, and separately in executive
session, to consider the information that Putnam
Management provided. Throughout this process,
the Contract Committee was assisted by the
members of the Board of Trustees’ independent
staff and by independent legal counsel for the
funds and the Independent Trustees.

At the Board of Trustees’ June 2023 meeting, the
Contract Committee metin executive session to
discuss and consider its recommendations with
respect to the continuance of the contracts. At
that meeting, the Contract Committee also met
in executive session with the other Independent
Trustees to review a summary of the key financial,
performance and other data that the Contract
Committee considered in the course of its review.

The Contract Committee recommended, and the
Independent Trustees approved, the continuance
of your fund’s Current Management Contracts,
effective July 1,2023, and the approval of your
fund’s New Management Contracts and Interim
Management Contracts, as discussed above.

The Independent Trustees’ approvals were based
on the following conclusions:

« That the fee schedule in effect for your fund repre-

sented reasonable compensation in light of the
nature and quality of the services being provided
to the fund, the fees paid by competitive funds,
the costs incurred by Putnam Management in
providing services to the fund and the applica-
tion of certain reductions and waivers noted
below; and

« That the fee schedule in effect for your fund

represented an appropriate sharing between
fund shareholders and Putnam Management
of any economies of scale as may exist in the
management of the fund at current asset levels.

These conclusions were based on a comprehen-
sive consideration of all information provided to
the Trustees and were not the result of any single
factor. Some of the factors that figured particu-
larly in the Trustees’ deliberations and how the
Trustees considered these factors are described
below, although individual Trustees may have
evaluated the information presented differently,
giving different weights to various factors. It is
also important to recognize that the manage-
ment arrangements for your fund and the other
Putnam mutual funds and closed-end funds are
the result of many years of review and discussion
between the Independent Trustees and Putnam
Management, that some aspects of the arrange-
ments may receive greater scrutiny in some years
than others and that the Trustees’ conclusions
may be based, in part, on their consideration of
fee arrangements in previous years. For example,
with certain exceptions primarily involving newer
funds (including the exchange-traded funds) or
repositioned funds, the current fee arrangements
under the vast majority of the funds’ management
contracts were firstimplemented at the beginning
of 2010 following extensive review by the Contract
Committee and discussions with representatives
of Putnam Management, as well as approval by
shareholders. The Trustees also took into account
their concurrent deliberations and conclusions,
and the materials that they had reviewed, in
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connection with their approval on June 23,2023
of the Interim Management Contracts and the
New Management Contracts, which had been
proposed in light of the Transaction (which would
cause the fund’s Current Management Contracts
to terminate in accordance with applicable law or
the terms of each contract).

Management fee schedules
and total expenses

The Trustees reviewed the management fee
schedules in effect for all funds, including fee
levels and breakpoints. Under its management
contract, your fund has the benefit of breakpoints
in its management fee schedule that provide
shareholders with reduced fee levels as assets
under management in the Putnam family of funds
increase. The Trustees also reviewed the total
expenses of each Putnam fund, recognizing that
in most cases management fees represented

the major, but not the sole, determinant of total
costs to fund shareholders. (Two mutual funds
and each of the exchange-traded funds have
implemented so-called “all-in” or unitary manage-
ment fees covering substantially all routine fund
operating costs.)

In reviewing fees and expenses, the Trustees
generally focus their attention on material
changes in circumstances — for example, changes
in assets under management, changesin a fund’s
investment strategy, changes in Putnam Manage-
ment’s operating costs or profitability, or changes
in competitive practices in the fund industry —
that suggest that consideration of fee changes
might be warranted. The Trustees concluded that
the circumstances did not indicate that changes to
the management fee schedule for your fund would
be appropriate at this time.

In addition, your fund’s management contract
provides that its management fees will be
adjusted up or down depending upon whether
your fund’s performance is better or worse than
the performance of an appropriate index of securi-
ties prices specified in the management contract.
In the course of reviewing investment perfor-
mance, the Trustees examined the operation of
your fund’s performance fees and concluded

that these fees were operating effectively to align
further Putnam Management’s economic interests
with those of the fund’s shareholders.

Asin the past, the Trustees also focused on the
competitiveness of each fund’s total expense
ratio. The Trustees, Putnam Management and the
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funds’ investor servicing agent, Putnam Inves-
tor Services, Inc. (‘PSERV”), have implemented
expense limitations that were in effect during
your fund’s fiscal year ending in 2022. These
expense limitations were: (i) a contractual expense
limitation applicable to specified mutual funds,
including your fund, of 25 basis points on investor
servicing fees and expenses and (ii) a contractual
expense limitation applicable to specified mutual
funds, including your fund, of 20 basis points

on so-called “other expenses” (i.e., all expenses
exclusive of management fees, distribution

fees, investor servicing fees, investment-related
expenses, interest, taxes, brokerage commissions,
acquired fund fees and expenses and extraor-
dinary expenses). These expense limitations
attempt to maintain competitive expense levels
for the funds. Most funds, including your fund,
had sufficiently low expenses that these expense
limitations were not operative during their fiscal
years ending in 2022. Putnam Management and
PSERV have agreed to maintain these expense
limitations until at least October 30, 2024. Putnam
Management and PSERV’s commitment to these
expense limitation arrangements, which were
intended to support an effort to have the mutual
fund expenses meet competitive standards, was
an important factorin the Trustees’ decision

to approve your fund’s New Management
Contracts and Interim Management Contracts
and the continuance of your fund’s Current
Management Contracts.

The Trustees reviewed comparative fee and
expense information for a custom group of
competitive funds selected by Broadridge
Financial Solutions, Inc. (“‘Broadridge”). This
comparative information included your fund’s
percentile ranking for effective management fees
and total expenses (excluding any applicable
12b-1 fees), which provides a general indication
of your fund’s relative standing. In the custom
peer group, your fund ranked in the first quintile
in effective management fees (determined for
your fund and the other funds in the custom peer
group based on fund asset size and the applicable
contractual management fee schedule) and in the
second quintile in total expenses (excluding any
applicable 12b-1 fees) as of December 31, 2022.
The first quintile represents the least expensive
funds and the fifth quintile the most expensive
funds. The fee and expense data reported by
Broadridge as of December 31, 2022 reflected
the most recent fiscal year-end data available in
Broadridge’s database at that time.



In connection with their review of fund manage-
ment fees and total expenses, the Trustees also
reviewed the costs of the services provided and
the profits realized by Putnam Management

and its affiliates from their contractual relation-
ships with the funds. This information included
trends in revenues, expenses and profitability of
Putnam Management and its affiliates relating to
the investment management, investor servicing
and distribution services provided to the funds,

as applicable. In this regard, the Trustees also
reviewed an analysis of the revenues, expenses
and profitability of Putnam Management and its
affiliates, allocated on a fund-by-fund basis, with
respect to (as applicable) the funds’ management,
distribution and investor servicing contracts. For
each fund, the analysis presented information
about revenues, expenses and profitability in 2022
for each of the applicable agreements separately
and for the agreements taken togetheron a
combined basis. The Trustees concluded that, at
current asset levels, the fee schedules in place for
each of the funds, including the fee schedule for
your fund, represented reasonable compensation
for the services being provided and represented
an appropriate sharing between fund sharehold-
ers and Putnam Management of any economies of
scale as may exist in the management of the funds
atthat time.

The information examined by the Trustees in
connection with their annual contract review for
the funds included information regarding services
provided and fees charged by Putnam Manage-
ment and its affiliates to other clients, including
collective investment trusts offered in the defined
contribution and defined benefit retirement

plan markets, sub-advised mutual funds, private
funds sponsored by affiliates of Putnam Manage-
ment, model-only separately managed accounts
and Putnam Management’s manager-traded
separately managed account programs. This
information included, in cases where a product’s
investment strategy corresponds with a fund’s
strategy, comparisons of those fees with fees
charged to the funds, as well as an assessment of
the differences in the services provided to these
clients as compared to the services provided to
the funds. The Trustees observed that the differ-
ences in fee rates between these clients and the
funds are by no means uniform when examined
by individual asset sectors, suggesting that differ-
ences in the pricing of investment management
services to these types of clients may reflect,
among other things, historical competitive forces

operating in separate marketplaces. The Trust-
ees considered the fact thatin many cases fee
rates across different asset classes are higher on
average for 1940 Act-registered funds than for
other clients, and the Trustees also considered
the differences between the services that Putnam
Management provides to the funds and those that
it provides to its other clients. The Trustees did
not rely on these comparisons to any significant
extent in concluding that the management fees
paid by your fund are reasonable.

Investment performance

The quality of the investment process provided
by Putnam Management represented a major
factor in the Trustees’ evaluation of the quality of
services provided by Putnam Management under
your fund’s management contract. The Trustees
were assisted in their review of Putnam Manage-
ment’s investment process and performance by
the work of the investment oversight committees
of the Trustees and the full Board of Trustees,
which meet on a regular basis with individual
portfolio managers and with senior management
of Putnam Management’s Investment Division
throughout the year. The Trustees concluded
that Putnam Management generally provides a
high-quality investment process — based on the
experience and skills of the individuals assigned
to the management of fund portfolios, the
resources made available to them and in general
Putnam Management’s ability to attract and retain
high-quality personnel — but also recognized
that this does not guarantee favorable investment
results for every fund in every time period.

The Trustees considered that, in the aggregate,
peer-relative and benchmark-relative Putnam
fund performance was generally encouraging in
2022 against a backdrop of volatile equity and
fixed income markets, driven by factors such as
Russia’s invasion of Ukraine, increased tensions
with China, disruptions in energy markets and
broader supply chains, rising inflation and the
significant tightening of monetary policy by

the Board of Governors of the Federal Reserve
in an effort to combat inflation. The Trustees
further noted that, in the face of these numerous
economic headwinds, corporate earnings and
employment data had been generally robust
throughout 2022. For the one-year period ended
December 31,2022, the Trustees noted that

the Putnam funds, on an asset-weighted basis,
ranked in the 41st percentile of their peers as
determined by LipperInc. (“Lipper”) and, on an
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asset-weighted-basis, outperformed their bench-
marks by 1.3% gross of fees over the one-year
period. The Committee also noted that the funds’
aggregate performance over longer-term periods
continued to be strong, with the funds, on an
asset-weighted basis, ranking in the 34th, 27th
and 22nd percentiles of their Lipper peers over the
three-year, five-year and ten-year periods ended
December 31,2022, respectively. The Trustees
further noted that the funds, in the aggregate,
outperformed their benchmarks on a gross

basis for each of the three-year, five-year and
ten-year periods. The Trustees also considered
the Morningstar Inc. ratings assigned to the funds
and that 40 funds were rated four or five stars at
the end of 2022, which represented an increase of
15 funds year-over-year. The Trustees also consid-
ered that seven funds were five-star rated at the
end of 2022, which was a year-over-year decrease
of two funds, and that 83% of the funds’ aggre-
gate assets were in four- or five-star rated funds at
yearend.

In addition to the performance of the individ-

ual Putnam funds, the Trustees considered, as
they had in prior years, the performance of The
Putnam Fund complex versus competitor fund
complexes, as reported in the Barron’s/Lipper
Fund Families survey (the “Survey”). The Trust-
ees noted that the Survey ranks mutual fund
companies based on their performance across a
variety of asset types, and that The Putnam Fund
complex had performed exceptionally well in
2022. In this regard, the Trustees considered that
the funds had ranked 9th out of 49 fund compa-
nies, 3rd out of 49 fund companies and 2nd out of
47 fund companies for the one-year, five-year and
ten-year periods, respectively. The Trustees also
noted that The Putnam Fund complex had been
the only fund family to rank in the top ten in all
three time periods. They also noted, however, the
disappointing investment performance of some
Putnam funds for periods ended December 31,
2022 and considered information provided by
Putnam Management regarding the factors
contributing to the underperformance and,
where relevant, actions being taken to improve
the performance of these particular funds. The
Trustees indicated their intention to continue to
monitor the performance of those funds.

For purposes of the Trustees’ evaluation of the
Putnam funds’ investment performance, the
Trustees generally focus on a competitive indus-
try ranking of each fund’s total net return over a
one-year, three-year and five-year period. For a
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number of Putnam funds with relatively unique
investment mandates for which Putnam Manage-
ment informed the Trustees that meaningful
competitive performance rankings are not consid-
ered to be available, the Trustees evaluated
performance based on their total gross and net
returns and comparisons of those returns to the
returns of selected investment benchmarks. In the
case of your fund, the Trustees considered that its
class A share cumulative total return performance
at net asset value was in the following quartiles of
its Lipper peer group (Lipper Small-Cap Growth
Funds) for the one-year, three-year and five-year
periods ended December 31,2022 (the first quartile
representing the best-performing funds and the
fourth quartile the worst-performing funds):

One-year period 3rd
Three-year period 1st
Five-year period 1st

For the five-year period ended December 31,2022,
your fund’s performance was in the top decile of
its Lipper peer group. Over the one-year, three-
year and five-year periods ended December 31,
2022, there were 717,686 and 637 funds, respec-
tively, inyour fund’s Lipper peer group. (When
considering performance information, sharehold-
ers should be mindful that past performance is
not a guarantee of future results.)

The Trustees also considered Putnam Manage-
ment’s continued efforts to support fund
performance through certain initiatives, includ-
ing structuring compensation for portfolio
managers to enhance accountability for fund
performance, emphasizing accountability in the
portfolio management process and affirming its
commitment to a fundamental-driven approach
to investing.

Brokerage and soft-dollar allocations;
distribution and investor servicing

The Trustees considered various potential
benefits that Putnam Management may receive
in connection with the services it provides under
the management contract with your fund. These
include benefits related to brokerage allocation
and the use of soft dollars, whereby a portion of
the commissions paid by a fund for brokerage
may be used to acquire research services that are
expected to be useful to Putnam Management

in managing the assets of the fund and of other
clients. Subject to policies established by the
Trustees, soft dollars generated by these means
are used predominantly to acquire brokerage and



research services (including third-party research
and market data) that enhance Putnam Manage-
ment’s investment capabilities and supplement
Putnam Management’s internal research efforts.
The Trustees indicated their continued intent to
monitor regulatory and industry developments
in this area with the assistance of their Broker-
age Committee. In addition, with the assistance
of their Brokerage Committee, the Trustees
indicated their continued intent to monitor the
allocation of the funds’ brokerage in order to
ensure that the principle of seeking best price and
execution remains paramount in the portfolio
trading process.

Putnam Management may also receive benefits
from payments made to Putnam Management’s
affiliates by the mutual funds for distribution
services and investor services. In conjunction

with the review of your fund’s management

and sub-management contracts, the Trustees
reviewed your fund’s investor servicing agreement
with PSERV and its distributor’s contract and
distribution plans with Putnam Retail Manage-
ment Limited Partnership (“PRM”), both of which
are affiliates of Putnam Management. The Trustees
concluded that the fees payable by the mutual
funds to PSERV and PRM for such services were
fair and reasonable in relation to the nature and
quality of such services, the fees paid by compet-
itive funds and the costs incurred by PSERV and
PRM in providing such services. Furthermore,

the Trustees were of the view that the investor
services provided by PSERV were required for the
operation of the mutual funds, and that they were
of aquality at least equal to those provided by
other providers.

Small Cap Growth Fund 21



Audited financial statements

These sections of the report, as well as

the accompanying Notes, preceded by the
Report of Independent Registered Public
Accounting Firm, constitute the fund’s audited
financial statements.

The fund’s portfolio lists all the fund’s investments
and theirvalues as of the last day of the reporting
period. Holdings are organized by asset type and
industry sector, country, or state to show areas of
concentration and diversification.

Statement of assets and liabilities shows how the
fund’s net assets and share price are determined.
Allinvestment and non-investment assets are
added together. Any unpaid expenses and other
liabilities are subtracted from this total. The result
is divided by the number of shares to determine
the net asset value per share, which is calculated
separately for each class of shares. (For funds with
preferred shares, the amount subtracted from
total assets includes the liquidation preference of
preferred shares.)

Statement of operations shows the fund’s net
investment gain or loss. This is done by first adding
up all the fund’s earnings — from dividends and
interest income — and subtracting its operating
expenses to determine net investment income
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(orloss). Then, any net gain or loss the fund
realized on the sales of its holdings — as well as
any unrealized gains or losses over the period — is
added to or subtracted from the netinvestment
result to determine the fund’s net gain or loss for
the fiscal period.

Statement of changes in net assets shows how
the fund’s net assets were affected by the fund’s
netinvestment gain or loss, by distributions to
shareholders, and by changes in the number of the
fund’s shares. It lists distributions and their sources
(netinvestment income or realized capital gains)
over the current reporting period and the most
recent fiscal year-end. The distributions listed here
may not match the sources listed in the Statement
of operations because the distributions are deter-
mined on a tax basis and may be paid in a different
period from the one in which they were earned.

Financial highlights provide an overview of the
fund’s investment results, per-share distributions,
expense ratios, net investment income ratios, and
portfolio turnover (not required for money market
funds) in one summary table, reflecting the five
most recent reporting periods. In a semiannual
report, the highlights table also includes the
current reporting period.



Report of Independent Registered Public Accounting Firm

To the Board of Trustees of Putnam Funds Trust and Shareholders of
Putnam Small Cap Growth Fund:

Opinion on the Financial Statements

We have audited the accompanying statement of assets and liabilities, including the fund’s
portfolio, of Putnam Small Cap Growth Fund (one of the funds constituting Putnam Funds Trust,
referred to hereafter as the “Fund”) as of June 30, 2023, the related statement of operations for the
year ended June 30, 2023, the statement of changes in net assets for each of the two years in the
period ended June 30, 2023, including the related notes, and the financial highlights for each of the
five years in the period ended June 30, 2023 (collectively referred to as the “financial statements”).
In our opinion, the financial statements present fairly, in all material respects, the financial position
of the Fund as of June 30, 2023, the results of its operations for the year then ended, the changes

in its net assets for each of the two years in the period ended June 30, 2023 and the financial
highlights for each of the five years in the period ended June 30, 2023 in conformity with accounting
principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Fund’s management. Our responsibility

is to express an opinion on the Fund’s 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 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 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
financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test 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 financial statements. Our procedures included confirmation of securities
owned as of June 30, 2023 by correspondence with the custodian, transfer agent and brokers;
when replies were not received from brokers, we performed other auditing procedures. We believe
that our audits provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP
Boston, Massachusetts
August 8,2023

We have served as the auditor of one or more investment companies in the Putnam Investments
family of funds since at least 1957. We have not been able to determine the specific year we began
serving as auditor.
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The fund’s portfolio 6/30/23

COMMON STOCKS (96.5%)* Shares Value
Automobile components (0.4%)
Fox Factory Holding Corp. t 42,988 $4,664,628
4,664,628
Banks (1.4%)
Bancorp,Inc.(The) TS 467,963 15,278,992
15,278,992
Beverages (1.0%)
CelsiusHoldings, Inc. TS 71,900 10,726,761
10,726,761
Biotechnology (4.4%)
Apellis Pharmaceuticals, Inc. T 62,000 5,648,200
Ascendis PharmaA/SADR (Denmark) TS 51,500 4,596,375
Cytokinetics, Inc. 196,100 6,396,782
Halozyme Therapeutics, Inc. T 225,300 8,126,571
IVERIC bio, Inc. 192,000 7,553,280
Krystal Biotech, Inc. T 13,900 1,631,860
Prothena Corp. PLC (Ireland) T 48,800 3,332,064
Vaxcyte,Inc. TS 84,800 4,234,912
Xenon Pharmaceuticals, Inc. (Canada) 154,200 5,936,700
47,456,744
Building products (1.3%)
Simpson Manufacturing Co., Inc. 103,975 14,400,538
14,400,538
Capital markets (1.5%)
Hamilton Lane, Inc. Class A 128,485 10,276,230
StepStone Group, Inc. Class A 232,207 5,761,056
16,037,286
Chemicals (0.4%)
LiventCorp. T 171,828 4,713,242
4,713,242
Commercial services and supplies (3.4%)
CasellaWaste Systems, Inc.ClassA T 152,100 13,757,445
CleanHarbors,Inc. t 95,500 15,703,065
Montrose Environmental Group, Inc. T 193,700 8,158,644
37,619,154
Construction and engineering (5.9%)
Comfort Systems USA, Inc. 130,700 21,460,940
Dycom Industries, Inc. 43,900 4,989,235
EMCOR Group, Inc. 89,200 16,482,376
WillScot Mobile Mini Holdings Corp. t 441,636 21,105,784
64,038,335
Construction materials (1.7%)
Eagle Materials, Inc. 97,000 18,082,740
18,082,740
Consumer staples distribution and retail (0.6%)
Chefs’Warehouse, Inc. (The) T 195,100 6,976,776
6,976,776
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COMMON STOCKS (96.5%)* cont. Shares Value
Diversified telecommunication services (1.4%)
Iridium Communications, Inc. 251,100 $15,598,332
15,598,332
Electricalequipment (1.1%)
Atkore, Inc. T 73,700 11,492,778
11,492,778
Electronicequipment, instruments, and components (2.2%)
Napco Security Technologies, Inc.$ 201,242 6,973,035
Novanta,Inc. TS 90,805 16,717,201
23,690,236
Energy equipmentand services (2.0%)
ChampionX Corp. 481,300 14,939,552
Liberty Energy, Inc. 503,357 6,729,883
21,669,435
Ground transportation (3.1%)
Saia, Inc. t 38,861 13,306,395
TFlInternational, Inc. (Canada) 176,000 20,051,844
33,358,239
Health care equipment and supplies (6.9%)
Axonics, Inc. T 123,800 6,248,186
InMode, Ltd. (Israel) TS 464,498 17,349,000
LantheusHoldings, Inc. T 274,400 23,027,648
Merit Medical Systems, Inc. T 203,200 16,995,648
TransMedics Group, Inc. T 65,300 5,483,894
Treace Medical Concepts, Inc. T 250,105 6,397,686
75,502,062
Health care providers and services (3.7%)
Encompass Health Corp. 243,100 16,460,301
HealthEquity, Inc. T 78,100 4,931,234
Option CareHealth, Inc. T 297,900 9,678,771
Progyny,Inc. 246,700 9,705,178
40,775,484
Health care technology (0.9%)
EvolentHealth, Inc. ClassA t 340,500 10,317,150
10,317,150
Hotels, restaurants, and leisure (4.6%)
Churchill Downs, Inc. 144,800 20,151,816
EveriHoldings, Inc. T 561,700 8,122,182
Planet Fitness, Inc.ClassA TS 126,300 8,517,672
Texas Roadhouse, Inc. 121,600 13,653,248
50,444,918
Household durables (3.0%)
Century Communities, Inc. 109,700 8,405,214
Installed Building Products, Inc. 117,600 16,482,816
M/IHomes, Inc. t 89,080 7,766,885
32,654,915
Insurance (2.4%)
Kinsale Capital Group, Inc. 70,054 26,214,207
26,214,207
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COMMON STOCKS (96.5%)* cont. Shares Value
Lifesciencestoolsand services (2.0%)

Medpace Holdings, Inc. T 88,300 $21,207,011
21,207,011
Machinery (3.0%)
Federal Signal Corp. 269,900 17,281,697
RBCBearings, Inc. 71,837 15,622,392
32,904,089
Metals and mining (1.8%)
ATl Inc. T 252,100 11,150,383
Carpenter Technology Corp. 146,679 8,233,092
19,383,475
0il, gas, and consumable fuels (2.1%)
CivitasResources, Inc. 138,500 9,607,745
Denbury, Inc. 1 55,100 4,752,926
Northern Oiland Gas, Inc. 248,700 8,535,384
22,896,055
Personal care products (2.0%)
BellRing Brands, Inc. T 291,500 10,668,900
e.lf.Beauty,Inc. T 98,700 11,274,501
21,943,401
Pharmaceuticals (1.7%)
Axsome Therapeutics, Inc. TS 109,200 7,847,112
Intra-Cellular Therapies, Inc. T 100,500 6,363,660
Revance Therapeutics, Inc. TS 170,200 4,307,762
18,518,534
Professional services (6.0%)
ICF International, Inc. 129,400 16,096,066
KBR, Inc. 266,326 17,327,170
Maximus, Inc. 118,000 9,972,180
VerraMobility Corp. 1,119,352 22,073,621
65,469,037
Real estate management and development (1.0%)
ColliersInternational Group, Inc. (Canada) 113,080 11,096,735
11,096,735
Semiconductors and semiconductor equipment (7.4%)
Axcelis Technologies, Inc. T 133,800 24,529,554
Camtek, Ltd. (Israel) T 203,445 7,248,745
Nova, Ltd. (Israel) TS 176,097 20,656,178
OntoInnovation, Inc. 152,500 17,761,675
Rambus, Inc. T 166,900 10,709,973
80,906,125
Software (10.0%)
AltairEngineering, Inc. ClassA t 133,700 10,139,808
Descartes Systems Group, Inc. (The) (Canada) T 217,600 17,431,936
Intapp, Inc. t 119,000 4,987,290
Manhattan Associates, Inc. 116,300 23,246,044
Progress Software Corp. 178,912 10,394,787
SPSCommerce, Inc. t 97,200 18,668,232
TenableHoldings, Inc. T 330,800 14,406,340
Vertex, Inc. ClassA t 481,905 9,397,148
108,671,585
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COMMON STOCKS (96.5%)* cont. Shares Value
Specialty retail (3.5%)

Boot Barn Holdings, Inc. T 213,028 $18,041,341
Five Below, Inc. TS 56,347 11,074,439
Murphy USA, Inc. 27,400 8,524,414
Valvoline, Inc. 8,900 333,839
37,974,033
Technology hardware, storage, and peripherals (1.2%)
Avid Technology, Inc. T 88,582 2,258,841
Super Micro Computer,Inc. T 44,000 10,967,000
13,225,841
Trading companiesand distributors (1.5%)
Applied Industrial Technologies, Inc. 114,450 16,575,795
16,575,795
Total common stocks (cost $767,260,338) $1,052,484,668
SHORT-TERM INVESTMENTS (11.7%)* Shares Value
Putnam Cash Collateral Pool, LLC 5.28%¢4d 72,570,305 §72,570,305
Putnam Short Term Investment Fund Class P 5.23%!L 55,246,634 55,246,634
Totalshort-terminvestments (cost $127,816,939) $127,816,939

TOTALINVESTMENTS
Totalinvestments (cost $895,077,277) $1,180,301,607

Keyto holding’s abbreviations

ADR  American Depository Receipts: Represents ownership of foreign securities on deposit with a custodian bank.

Notesto the fund’s portfolio

Unless noted otherwise, the notes to the fund’s portfolio are for the close of the fund’s reporting period, which ran
from July 1,2022 through June 30,2023 (the reporting period). Within the following notes to the portfolio, references
to “Putnam Management” represent Putnam Investment Management, LLC, the fund’s manager, an indirect
wholly-owned subsidiary of Putnam Investments, LLC and references to “ASC 820” represent Accounting Standards
Codification 820 Fair Value Measurements and Disclosures.

* Percentagesindicated are based on netassets of $1,090,906,541.
t Thissecurityisnon-income-producing.

d Affiliated company. See Notes 1 and 5to the financial statements regarding securities lending. The rate quotedin the
security descriptionisthe annualized 7-dayyield of the fund at the close of the reporting period.

L Affiliated company (Note 5). The rate quoted in the security descriptionis the annualized 7-day yield of the fund at the
closeofthereporting period.

S Securityonloan,in partorinentirety, at the close of the reporting period (Note 1).
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ASC820 establishes athree-level hierarchy fordisclosure of fairvalue measurements. The valuation hierarchy is based
uponthetransparency ofinputs to thevaluation of the fund’s investments. The three levels are defined as follows:

Level 1:Valuations based on quoted prices foridentical securities in active markets.

Level 2:Valuations based on quoted pricesin markets thatare not active or forwhich all significantinputsare
observable, eitherdirectly orindirectly.

Level3:Valuations based oninputs thatare unobservable and significant to the fairvalue measurement.

Thefollowingisasummary of theinputs used tovalue the fund’s net assets as of the close of the reporting period:

Valuationinputs

Investmentsin securities: Level1 Level 2 Level3
Common stocks”:
Communication services $15,598,332 S— S—
Consumerdiscretionary 125,738,494 — —
Consumerstaples 39,646,938 — —
Energy 44,565,490 — —
Financials 57,530,485 — —
Health care 213,776,985 — —
Industrials 275,857,965 — —
Information technology 226,493,787 - -
Materials 42,179,457 — —
Real estate 11,096,735 — —
Total common stocks 1,052,484,668 - -
Short-term investments — 127,816,939 —
Totals by level $1,052,484,668  $127,816,939 $—

* Common stock classifications are presented at the sectorlevel, which may differfrom the fund’s portfolio presentation.

Theaccompanyingnotes are anintegral part of these financial statements.
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Statement of assets and liabilities 6/30/23

Investment in securities, at value, including $70,922,611 of securities on loan (Note 1):

Unaffiliated issuers (identified cost $767,260,338) $1,052,484,668

Affiliated issuers (identified cost $127,816,939) (Notes 1 and 5) 127,816,939
Foreign currency (cost $334,654) (Note 1) 334,654
Dividends, interest and other receivables 642,368
Receivable for shares of the fund sold 5,073,304
Receivable for investments sold 5,548,268
Prepaid assets 65,416
Total assets 1,191,965,617
Payable to custodian 535,456
Payable forinvestments purchased 23,926,608
Payable for shares of the fund repurchased 2,519,548
Payable for compensation of Manager (Note 2) 583,668
Payable for custodian fees (Note 2) 18,112
Payable for investor servicing fees (Note 2) 288,090
Payable for Trustee compensation and expenses (Note 2) 142,038
Payable for administrative services (Note 2) 3,553
Payable for distribution fees (Note 2) 282,027
Collateral on securities loaned, at value (Note 1) 72,570,305
Other accrued expenses 189,671
Total liabilities 101,059,076
Net assets $1,090,906,541
Paid-in capital (Unlimited shares authorized) (Notes 1 and 4) $916,735,208
Total distributable earnings (Note 1) 174,171,333
Total — Representing net assets applicable to capital shares outstanding $1,090,906,541

COMPUTATION OF NET ASSET VALUE AND OFFERING PRICE

Net asset value and redemption price per class A share

(§422,910,550 divided by 7,510,153 shares) $56.31
Offering price per class A share (100/94.25 of $56.31)" $59.75
Net asset value and offering price per class B share (51,751,288 divided by 38,206 shares)™ $45.84
Net asset value and offering price per class C share ($13,906,143 divided by 304,838 shares)™ $45.62
Net asset value, offering price and redemption price per class R share

(516,874,407 divided by 318,017 shares) $53.06
Net asset value, offering price and redemption price per class R6 share

(161,549,654 divided by 2,676,385 shares) $60.36
Net asset value, offering price and redemption price per class Y share

(§473,914,499 divided by 7,947,275 shares) $59.63

*On single retail sales of less than $50,000. On sales of $50,000 or more the offering price is reduced.

“Redemption price per share is equal to net asset value less any applicable contingent deferred sales charge.

The accompanying notes are an integral part of these financial statements.
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Statement of operations Year ended 6/30/23

INVESTMENT INCOME

Dividends (net of foreign tax of $44,588) $5,395,565
Interest (including interest income of $1,097,243 from investments in affiliated issuers) (Note 5) 1,098,067
Securities lending (net of expenses) (Notes 1 and 5) 188,771
Totalinvestmentincome 6,682,403

Compensation of Manager (Note 2) 6,328,302
Investor servicing fees (Note 2) 1,590,998
Custodian fees (Note 2) 38,290
Trustee compensation and expenses (Note 2) 35,417
Distribution fees (Note 2) 1,232,459
Administrative services (Note 2) 29,143
Other 497,345
Total expenses 9,751,954
Expense reduction (Note 2) (5,503)
Net expenses 9,746,451
Net investment loss (3,064,048)

REALIZED AND UNREALIZED GAIN (LOSS)

Net realized gain (loss) on:

Securities from unaffiliated issuers (Notes 1 and 3) (68,047,381)

Foreign currency transactions (Note 1) 776
Total net realized loss (68,046,605)
Change in net unrealized appreciation (depreciation) on:

Securities from unaffiliated issuers 231,776,785

Assets and liabilities in foreign currencies 5
Total change in net unrealized appreciation 231,776,790
Net gain on investments 163,730,185
Net increase in net assets resulting from operations $160,666,137

The accompanying notes are an integral part of these financial statements.
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Statement of changes in net assets

INCREASE (DECREASE) IN NET ASSETS Year ended 6/30/23 Year ended 6/30/22
Operations
Net investment loss $(3,064,048) $(7,514,987)
Net realized loss on investments
and foreign currency transactions (68,046,605) (33,813,699)
Change in net unrealized appreciation (depreciation)
of investments and assets and liabilities
in foreign currencies 231,776,790 (195,531,521)
Net increase (decrease) in net assets resulting
from operations 160,666,137 (236,860,207)
Distributions to shareholders (Note 1):
From ordinary income
Net realized short-term gain on investments
ClassA — (7,791,308)
Class B — (84,888)
Class C — (281,643)
ClassR — (341,038)
Class R6 — (889,777)
ClassY — (3,307,356)
From net realized long-term gain on investments
Class A — (67,831,929)
Class B — (739,047)
Class C — (2,452,013)
ClassR — (2,969,111)
Class R6 — (7,746,490)
ClassY — (28,794,181)
Increase from capital share transactions (Note 4) 236,863,154 215,376,411
Total increase (decrease) in net assets 397,529,291 (144,712,577)

NET ASSETS
Beginning of year 693,377,250 838,089,827
End of year $1,090,906,541 $693,377,250

The accompanying notes are an integral part of these financial statements.
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Financial highlights
(For a common share outstanding throughout the period)

INVESTMENT OPERATIONS LESS DISTRIBUTIONS
Net asset Net realized
value, and unrealized Total from From
beginning Net investment gain (loss) investment net realized gain
Period ended of period income (loss)@  on investments operations on investments
June 30,2023 $46.89 (-25) 9.67 9.42 —
June 30,2022 73.13 (:62) (15.28) (15.90) (10.34)
June 30,2021 53.07 (.66) 24.06 23.40 (3.34)
June 30,2020 47.49 (42) 6.95 6.53 (.95)
June 30,2019 42.91 (:32) 5.58 5.26 (.68)
June 30,2023 $38.46 (:51) 7.89 7.38 —
June 30,2022 62.19 (.93 (12.46) (13.39) (10.34)
June 30,2021 45.85 (:99) 20.67 19.68 (3.34)
June 30,2020 41.46 (.68) 6.02 5.34 (.95)
June 30,2019 37.82 (:55) 4.87 4.32 (.68)
June 30,2023 $38.28 (:51) 7.85 7.34 —
June 30,2022 61.94 (:92) (12.40) (13.32) (10.34)
June 30,2021 45.68 (:99) 20.59 19.60 (3.34)
June 30,2020 41.31 (67) 5.99 5.32 (.95)
June 30,2019 37.68 (:55) 4.86 4.31 (.68)
June 30,2023 $44.30 (:35) 9.11 8.76 —
June 30,2022 69.79 (-74) (14.41) (15.15) (10.34)
June 30,2021 50.89 (.81) 23.05 22.24 (3.34)
June 30,2020 45.69 (:52) 6.67 6.15 (.95)
June 30,2019 41.41 (41) 5.37 4.96 (.68)
June 30,2023 $50.07 (.04) 10.33 10.29 —
June 30,2022 77.13 (:39) (16.33) (16.72) (10.34)
June 30,2021 55.62 (46) 25.31 24.85 (3.34)
June 30,2020 49.53 (-24) 7.28 7.04 (.95)
June 30,2019 44.55 (.15) 5.81 5.66 (.68)
June 30,2023 $49.54 (12) 10.21 10.09 —
June 30,2022 76.51 (47) (16.16) (16.63) (10.34)
June 30,2021 55.27 (:54) 25.12 24.58 (3.34)
June 30,2020 49.29 (:31) 7.24 6.93 (.95)
June 30,2019 44.40 (-23) 5.80 5.57 (.68)

See notes to financial highlights at the end of this section.

The accompanying notes are an integral part of these financial statements.
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RATIOS AND SUPPLEMENTAL DATA

Net asset
From Total value, end
return of capital ~ distributions of period

Total return
atnet asset
value (%) P

Net assets,
end of period
(in thousands)

Ratio of net
Ratio investment
of expenses income (loss) Portfolio
to average to average turnover
netassets (%)< netassets (%) (%)

— $56.31 20.09 $422,911 1.25 (48) 48

— (10.34) 46.89 (25.78) 383,000 1.24d (.97) 39

— (3.34) 73.13 44.93 549,842 121 (1.00) 70

— (.95) 53.07 13.99 415,702 1.24 (.88) 56

—e (.68) 47.49 12.35 384,781 1.21f (.75) 37
.

— $45.84 19.19 $1,751 2.00 (1.23) 48

— (10.34) 38.46 (26.33) 2,974 1.994 (1.73) 39

— (3.34) 62.19 43.86 5,956 1.96 (1.74) 70

— (.95) 45.85 13.15 5,835 1SS (1.63) 56

—e (.68) 41.46 11.51 6,461 1.96f (1.47) 37
.

— $45.62 19.17 $13,906 2.00 (1.23) 48

— (10.34) 38.28 (26.32) 11,761 1.994 (1.72) 39

— (3.34) 61.94 43.84 17,120 1.96 (1.74) 70

— (.95) 45.68 13.15 13,869 1SS (1.63) 56

—e (.68) 41.31 11.53 13,862 1.96f (1.47) 37
T

— $53.06 19.77 $16,874 1.50 (73) 48

— (10.34) 44.30 (25.96) 15,995 1.49d (1.22) 39

— (3.34) 69.79 44.56 23,571 1.46 (1.26) 70

— (.95) 50.89 13.71 12,669 1.49 (1.13) 56

—e (.68) 45.69 12.07 13,020 1.46f (.99) 37
T

- $60.36 20.55 $161,550 .85 (.08) 48

— (10.34) 50.07 (25.49) 58,592 .85d (.58) 39

— (3.34) 77.13 45.49 59,840 .83 (.64) 70

— (.95) 55.62 14.45 24,596 .84 (:48) 56

—e (.68) 49.53 12.80 20,695 .80f (:35) 37
R

— $59.63 20.37 $473,914 1.00 (23) 48

— (10.34) 49.54 (25.58) 221,055 .99d (70) 39

— (3.34) 76.51 45.29 181,762 .96 (77) 70

— (.95) 55.27 14.30 83,884 89 (:63) 56

—e (.68) 49.29 12.64 54,084 .96f (:52) 37
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Financial highlights cont.

aPer share net investment income (loss) has been determined on the basis of the weighted average number of shares
outstanding during the period.

bTotal return assumes dividend reinvestment and does not reflect the effect of sales charges.

¢Includes amounts paid through expense offset and/or brokerage/service arrangements, if any (Note 2). Also excludes
acquired fund fees and expenses, if any.

dincludes one-time proxy cost of 0.01%.
eAmount represents less than $0.01 per share.

fIncludes one-time merger costs which amounted to 0.01% as a percentage of average net assets.

The accompanying notes are an integral part of these financial statements.
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Notes to financial statements 6/30/23

Unless otherwise noted, the “reporting period” represents the period from July 1, 2022 through June 30, 2023.
The following table defines commonly used references within the Notes to financial statements:

References to Represent

Putnam Management  Putnam Investment Management, LLC, the fund’s manager, an indirect wholly-owned
subsidiary of Putnam Investments, LLC

State Street State Street Bank and Trust Company

JPMorgan JPMorgan Chase Bank, N.A.

the SEC the Securities and Exchange Commission

oTC over-the-counter

PIL Putnam Investments Limited, an affiliate of Putnam Management

Putnam Small Cap Growth Fund (the fund) is a diversified series of Putnam Funds Trust (the Trust), a Massa-
chusetts business trust registered under the Investment Company Act of 1940, as amended, as an open-end
managementinvestment company. The goal of the fund is to seek capital appreciation. The fund invests mainly in
common stocks of small U.S. companies, with a focus on growth stocks. Growth stocks are issued by companies
whose earnings are expected to grow faster than those of similar firms, and whose business growth and other
characteristics may lead to an increase in stock price. Under normal circumstances, Putnam Management invests
at least 80% of the fund’s net assets in companies of a size similar to those in the Russell 2000 Growth Index. This
policy may be changed only after 60 days’ notice to shareholders. As of August 31, 2022, the index was composed
of companies having market capitalizations of between approximately $24.6 million and $8.7 billion. Putnam
Management may consider, among other factors, a company’s valuation, financial strength, growth potential,
competitive position in its industry, projected future earnings, cash flows and dividends when deciding whether
to buy orsell investments.

The fund offers the following share classes. The expenses for each class of shares may differ based on the
distribution and investor servicing fees of each class, which are identified in Note 2.

Share class Sales charge Contingent deferred sales charge Conversion feature
1.00% on certain redemptions of shares

Class A Upto5.75% bought with no initial sales charge None
Convertsto classAshares

ClassB” None 5.00% phased out over six years after 8 years
Converts to class Ashares

ClassC None 1.00% eliminated after one year after 8 years

ClassRf None None None

Class R6" None None None

Class YT None None None

“Purchases of class B shares are closed to new and existing investors except by exchange from class B shares of
another Putnam fund or through dividend and/or capital gains reinvestment.

TNot available to all investors.

In the normal course of business, the fund enters into contracts that may include agreements to indemnify
another party under given circumstances. The fund’s maximum exposure under these arrangements is unknown
as this would involve future claims that may be, but have not yet been, made against the fund. However, the fund’s
management team expects the risk of material loss to be remote.

The fund has entered into contractual arrangements with an investment adviser, administrator, distributor, share-
holder servicing agent and custodian, who each provide services to the fund. Unless expressly stated otherwise,
shareholders are not parties to, or intended beneficiaries of these contractual arrangements, and these contrac-
tual arrangements are not intended to create any shareholder right to enforce them against the service providers
or to seek any remedy under them against the service providers, either directly or on behalf of the fund.
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Underthe fund’s Amended and Restated Agreement and Declaration of Trust, any claims asserted against or on
behalf of the Putnam Funds, including claims against Trustees and Officers, must be brought in state and federal
courts located within the Commonwealth of Massachusetts.

Note 1: Significant accounting policies

The following is a summary of significant accounting policies consistently followed by the fund in the preparation
of its financial statements. The preparation of financial statements is in conformity with accounting principles
generally accepted in the United States of America and requires management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities in the financial statements and the reported
amounts of increases and decreases in net assets from operations. Actual results could differ from those esti-
mates. Subsequent events after the Statement of assets and liabilities date through the date that the financial
statements were issued have been evaluated in the preparation of the financial statements.

Investment income, realized and unrealized gains and losses and expenses of the fund are borne pro-rata based
on the relative net assets of each class to the total net assets of the fund, except that each class bears expenses
unique to that class (including the distribution fees applicable to such classes). Each class votes as a class only
with respect to its own distribution plan or other matters on which a class vote is required by law or determined
by the Trustees. If the fund were liquidated, shares of each class would receive their pro-rata share of the net
assets of the fund. In addition, the Trustees declare separate dividends on each class of shares.

Security valuation Portfolio securities and other investments are valued using policies and procedures adopted
by the Board of Trustees. The Trustees have formed a Pricing Committee to oversee the implementation of these
procedures and have delegated responsibility for valuing the fund’s assets in accordance with these procedures
to Putnam Management. Putnam Management has established an internal Valuation Committee that is respon-
sible for making fair value determinations, evaluating the effectiveness of the pricing policies of the fund and
reporting to the Pricing Committee.

Investments for which market quotations are readily available are valued at the last reported sales price on
their principal exchange, or official closing price for certain markets, and are classified as Level 1 securities
under Accounting Standards Codification 820 Fair Value Measurements and Disclosures (ASC 820). If no sales are
reported, as in the case of some securities that are traded OTC, a security is valued at its last reported bid price
and is generally categorized as a Level 2 security.

Investments in open-end investment companies (excluding exchange-traded funds), if any, which can be classi-
fied as Level 1 or Level 2 securities, are valued based on their net asset value. The net asset value of such invest-
ment companies equals the total value of their assets less their liabilities and divided by the number of their
outstanding shares.

Many securities markets and exchanges outside the U.S. close prior to the scheduled close of the New York Stock
Exchange and therefore the closing prices for securities in such markets or on such exchanges may not fully
reflect events that occur after such close but before the scheduled close of the New York Stock Exchange. Accord-
ingly, on certain days, the fund will fair value certain foreign equity securities taking into account multiple factors
including movements in the U.S. securities markets, currency valuations and comparisons to the valuation of
American Depository Receipts, exchange-traded funds and futures contracts. The foreign equity securities, which
would generally be classified as Level 1 securities, will be transferred to Level 2 of the fair value hierarchy when
they are valued at fair value. The number of days on which fair value prices will be used will depend on market
activity and itis possible that fair value prices will be used by the fund to a significant extent. Securities quoted in
foreign currencies, if any, are translated into U.S. dollars at the current exchange rate. Short-term securities with
remaining maturities of 60 days or less are valued using an independent pricing service approved by the Trustees,
and are classified as Level 2 securities.

To the extent a pricing service or dealer is unable to value a security or provides a valuation that Putnam Manage-
ment does not believe accurately reflects the security’s fair value, the security will be valued at fair value by
Putnam Management, who has been designated as valuation designee pursuant to Rule 2a-5 under the Invest-
ment Company Act of 1940, in accordance with policies and procedures approved by the Trustees. Certain invest-
ments, including certain restricted and illiquid securities and derivatives, are also valued at fair value following
procedures approved by the Trustees. These valuations consider such factors as significant market or specific
security events such as interest rate or credit quality changes, various relationships with other securities, discount
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rates, U.S. Treasury, U.S. swap and credit yields, index levels, convexity exposures, recovery rates, sales and other
multiples and resale restrictions. These securities are classified as Level 2 or as Level 3 depending on the priority
of the significant inputs.

To assess the continuing appropriateness of fair valuations, the Valuation Committee reviews and affirms the
reasonableness of such valuations on a regular basis after considering all relevant information that is reasonably
available. Such valuations and procedures are reviewed periodically by the Trustees. The fair value of securities
is generally determined as the amount that the fund could reasonably expect to realize from an orderly disposi-
tion of such securities over a reasonable period of time. By its nature, a fair value price is a good faith estimate of
the value of a security in a current sale and does not reflect an actual market price, which may be different by a
material amount.

Security transactions and related investment income Security transactions are recorded on the trade
date (the date the order to buy or sell is executed). Gains or losses on securities sold are determined on the
identified cost basis.

Interest income, net of any applicable withholding taxes, if any, is recorded on the accrual basis. Amortization and
accretion of premiums and discounts on debt securities, if any, is recorded on the accrual basis.

Dividend income, net of any applicable withholding taxes, is recognized on the ex-dividend date except that
certain dividends from foreign securities, if any, are recognized as soon as the fund is informed of the ex-dividend
date. Non-cash dividends, if any, are recorded at the fair value of the securities received. Dividends representing a
return of capital or capital gains, if any, are reflected as a reduction of cost and/or as a realized gain.

Foreign currency translation The accounting records of the fund are maintained in U.S. dollars. The fair value of
foreign securities, currency holdings, and other assets and liabilities is recorded in the books and records of the
fund after translation to U.S. dollars based on the exchange rates on that day. The cost of each security is deter-
mined using historical exchange rates. Income and withholding taxes are translated at prevailing exchange rates
when earned orincurred. The fund does not isolate that portion of realized or unrealized gains or losses resulting
from changes in the foreign exchange rate on investments from fluctuations arising from changes in the market
prices of the securities. Such gains and losses are included with the net realized and unrealized gain or loss on
investments. Net realized gains and losses on foreign currency transactions represent net realized exchange
gains or losses on disposition of foreign currencies, currency gains and losses realized between the trade and
settlement dates on securities transactions and the difference between the amount of investment income and
foreign withholding taxes recorded on the fund’s books and the U.S. dollar equivalent amounts actually received
or paid. Net unrealized appreciation and depreciation of assets and liabilities in foreign currencies arise from
changes in the value of assets and liabilities other than investments at the period end, resulting from changes in
the exchange rate.

Securities lending The fund may lend securities, through its agent, to qualified borrowers in order to earn
additionalincome. The loans are collateralized by cash in an amount at least equal to the fair value of the secu-
rities loaned. The fair value of securities loaned is determined daily and any additional required collateral is
allocated to the fund on the next business day. The remaining maturities of the securities lending transactions
are considered overnight and continuous. The risk of borrower default will be borne by the fund’s agent; the fund
will bear the risk of loss with respect to the investment of the cash collateral. Income from securities lending,

net of expenses, isincluded in investment income on the Statement of operations. Cash collateral is invested in
Putnam Cash Collateral Pool, LLC, a limited liability company managed by an affiliate of Putnam Management.
Investments in Putnam Cash Collateral Pool, LLC are valued at its closing net asset value each business day.
There are no management fees charged to Putnam Cash Collateral Pool, LLC. At the close of the reporting period,
the fund received cash collateral of $72,570,305 and the value of securities loaned amounted to $71,392,861.
Certain of these securities were sold prior to the close of the reporting period and are included in Receivable for
investments sold on the Statement of assets and liabilities.

Interfund lending The fund, along with other Putnam funds, may participate in an interfund lending program
pursuant to an exemptive order issued by the SEC. This program allows the fund to borrow from or lend to
other Putnam funds that permit such transactions. Interfund lending transactions are subject to each fund’s
investment policies and borrowing and lending limits. Interest earned or paid on the interfund lending transac-
tion will be based on the average of certain current market rates. During the reporting period, the fund did not
utilize the program.
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Lines of credit The fund participates, along with other Putnam funds, in a $320 million syndicated unsecured
committed line of credit, provided by State Street (5160 million) and JPMorgan ($160 million), and a $235.5 million
unsecured uncommitted line of credit, provided by State Street. Prior to May 2, 2023, the fund participated, along
with other Putnam funds, in a $100 million unsecured committed line of credit and a $235.5 million unsecured
uncommitted line of credit, both provided by State Street. Borrowings may be made for temporary or emergency
purposes, including the funding of shareholder redemption requests and trade settlements. Interest is charged
to the fund based on the fund’s borrowing at a rate equal to 1.25% plus the higher of (1) the Federal Funds rate
and (2) the Overnight Bank Funding Rate for the committed line of credit and 1.30% plus the higher of (1) the
Federal Funds rate and (2) the Overnight Bank Funding Rate for the uncommitted line of credit. A closing fee
equal to 0.04% of the committed line of credit and 0.04% of the uncommitted line of credit has been paid by the
participating funds and a $75,000 fee has been paid by the participating funds to State Street as agent of the
syndicated committed line of credit. In addition, a commitment fee of 0.21% per annum on any unutilized portion
of the committed line of credit is allocated to the participating funds based on their relative net assets and paid
quarterly. During the reporting period, the fund had no borrowings against these arrangements.

Federal taxes It is the policy of the fund to distribute all of its taxable income within the prescribed time period
and otherwise comply with the provisions of the Internal Revenue Code of 1986, as amended (the Code), appli-
cable to regulated investment companies. It is also the intention of the fund to distribute an amount sufficient to
avoid imposition of any excise tax under Section 4982 of the Code.

The fund is subject to the provisions of Accounting Standards Codification 740 Income Taxes (ASC 740). ASC 740
sets forth a minimum threshold for financial statement recognition of the benefit of a tax position taken or
expected to be taken in a tax return. The fund did not have a liability to record for any unrecognized tax benefits
in the accompanying financial statements. No provision has been made for federal taxes on income, capital gains
or unrealized appreciation on securities held nor for excise tax on income and capital gains. Each of the fund’s
federal tax returns for the prior three fiscal years remains subject to examination by the Internal Revenue Service.

The fund may also be subject to taxes imposed by governments of countries in which it invests. Such taxes are
generally based on either income or gains earned or repatriated. The fund accrues and applies such taxes to net
investmentincome, net realized gains and net unrealized gains as income and/or capital gains are earned. In
some cases, the fund may be entitled to reclaim all or a portion of such taxes, and such reclaim amounts, if any,
are reflected as an asset on the fund’s books. In many cases, however, the fund may not receive such amounts for
an extended period of time, depending on the country of investment.

Under the Regulated Investment Company Modernization Act of 2010, the fund will be permitted to carry forward
capital losses incurred for an unlimited period and the carry forwards will retain their character as either short-
term or long-term capital losses. At June 30,2023, the fund had the following capital loss carryovers available, to
the extent allowed by the Code, to offset future net capital gain, if any:

Pursuant to federal income tax regulations applicable to regulated investment companies, the fund has elected
to defer $1,646,768 to its fiscal year ending June 30, 2024 of late year ordinary losses ((i) ordinary losses recognized
between January 1,2023 and June 30,2023, and (ii) specified ordinary and currency losses recognized between
November 1,2022 and June 30, 2023).

Loss carryover

Short-term Long-term Total
$99,531,728 $8,098,875 $107,630,603

Distributions to shareholders Distributions to shareholders from net investment income, if any, are recorded

by the fund on the ex-dividend date. Distributions from capital gains, if any, are recorded on the ex-dividend date
and paid at least annually. The amount and character of income and gains to be distributed are determined in
accordance with income tax regulations, which may differ from generally accepted accounting principles. These
differences include temporary and/or permanent differences from losses on wash sale transactions, from late
year loss deferrals and from net operating loss. Reclassifications are made to the fund’s capital accounts to reflect
income and gains available for distribution (or available capital loss carryovers) under income tax regulations. At
the close of the reporting period, the fund reclassified $4,779,857 to decrease accumulated netinvestment loss,
$4,799,337 to decrease paid-in capital and $19,480 to decrease accumulated net realized loss.
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Tax cost of investments includes adjustments to net unrealized appreciation (depreciation) which may not neces-
sarily be final tax cost basis adjustments, but closely approximate the tax basis unrealized gains and losses that
may be realized and distributed to shareholders. The tax basis components of distributable earnings and the
federal tax cost as of the close of the reporting period were as follows:

Unrealized appreciation §299,777,505
Unrealized depreciation (16,328,805)
Net unrealized appreciation 283,448,700
Capital loss carryforward (107,630,603)
Late year ordinary loss deferral (1,646,768)
Cost for federal income tax purposes $896,852,907

Expenses of the Trust Expenses directly charged or attributable to any fund will be paid from the assets of that
fund. Generally, expenses of the Trust will be allocated among and charged to the assets of each fund on a basis
that the Trustees deem fair and equitable, which may be based on the relative assets of each fund or the nature of
the services performed and relative applicability to each fund.

Note 2: Management fee, administrative services and other transactions

The fund pays Putnam Management a management fee (base fee) (based on the fund’s average net assets and
computed and paid monthly) at annual rates that may vary based on the average of the aggregate net assets of
all open-end mutual funds sponsored by Putnam Management (excluding net assets of funds that are invested in,
orthat are invested in by, other Putnam funds to the extent necessary to avoid “double counting” of those assets).
Such annual rates may vary as follows:

0.780% of the first $5 billion, 0.580% of the next $50 billion,
0.730% of the next $5 billion, 0.560% of the next $50 billion,
0.680% of the next $10 billion, 0.550% of the next $100 billion and
0.630% of the next $10 billion, 0.545% of any excess thereafter.

In addition, the monthly management fee consists of the monthly base fee plus or minus a performance adjust-
ment for the month. The performance adjustment is determined based on performance over the thirty-six month
period then ended. Each month, the performance adjustment is calculated by multiplying the performance
adjustment rate and the fund’s average net assets over the performance period and dividing the result by twelve.
The resulting dollar amount is added to, or subtracted from the base fee for that month. The performance adjust-
ment rate is equal to 0.03 multiplied by the difference between the fund’s annualized performance (measured by
the fund’s class A shares) and the annualized performance of the Russell 2000 Growth Index each measured over
the performance period. The maximum annualized performance adjustment rate is +/- 0.18%. The monthly base
feeis determined based on the fund’s average net assets for the month, while the performance adjustment is
determined based on the fund’s average net assets over the thirty-six month performance period. This means it
is possible that, if the fund underperforms significantly over the performance period, and the fund’s assets have
declined significantly over that period, the negative performance adjustment may exceed the base fee. In this
event, Putnam Management would make a payment to the fund.

Because the performance adjustment is based on the fund’s performance relative to its applicable benchmark
index, and not its absolute performance, the performance adjustment could increase Putnam Management’s
fee even if the fund’s shares lose value during the performance period provided that the fund outperformed

its benchmark index, and could decrease Putnam Management’s fee even if the fund’s shares increase in value
during the performance period provided that the fund underperformed its benchmark index.

Forthe reporting period, the management fee represented an effective rate (excluding the impact of any expense
waiver in effect) of 0.726% of the fund’s average net assets, which included an effective base fee of 0.620% and an
increase of 0.106% ($922,591) based on performance.
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Putnam Management has contractually agreed, through October 30, 2024, to waive fees and/or reimburse the
fund’s expenses to the extent necessary to limit the cumulative expenses of the fund, exclusive of brokerage,
interest, taxes, investment-related expenses, extraordinary expenses, acquired fund fees and expenses and
payments under the fund’s investor servicing contract, investment management contract and distribution
plans, on afiscal year-to-date basis to an annual rate of 0.20% of the fund’s average net assets over such fiscal
year-to-date period. During the reporting period, the fund’s expenses were not reduced as a result of this limit.

PILis authorized by the Trustees to manage a separate portion of the assets of the fund as determined by Putnam
Management from time to time. PIL did not manage any portion of the assets of the fund during the reporting
period. If Putnam Management were to engage the services of PIL, Putnam Management would pay a quarterly
sub-management fee to PIL for its services at an annual rate of 0.25% of the average net assets of the portion of
the fund managed by PIL.

The fund reimburses Putnam Management an allocated amount for the compensation and related expenses of
certain officers of the fund and their staff who provide administrative services to the fund. The aggregate amount
of all such reimbursements is determined annually by the Trustees.

Custodial functions for the fund’s assets are provided by State Street. Custody fees are based on the fund’s asset
level, the number of its security holdings and transaction volumes.

Putnam Investor Services, Inc., an affiliate of Putnam Management, provides investor servicing agent functions
to the fund. Putnam Investor Services, Inc. received fees for investor servicing for class A, class B, class C, class R
and class Y shares that included (1) a per account fee for each direct and underlying non-defined contribution
account (retail account) of the fund; (2) a specified rate of the fund’s assets attributable to defined contribu-

tion plan accounts; and (3) a specified rate based on the average net assets in retail accounts. Putnam Investor
Services, Inc. has agreed that the aggregate investor servicing fees for each fund’s retail and defined contribution
accounts for these share classes will not exceed an annual rate of 0.25% of the fund’s average assets attributable
to such accounts.

Class R6 shares paid a monthly fee based on the average net assets of class R6 shares at an annual rate of 0.05%.

During the reporting period, the expenses for each class of shares related to investor servicing fees were as follows:

ClassA $802,393 ClassR 32,860
Class B 4734 Class R6 50,109
ClassC 24,564 ClassY 676,338

Total $1,590,998

The fund has entered into expense offset arrangements with Putnam Investor Services, Inc. and State Street
whereby Putnam Investor Services, Inc.’s and State Street’s fees are reduced by credits allowed on cash balances.
For the reporting period, the fund’s expenses were reduced by $5,503 under the expense offset arrangements.

Each Independent Trustee of the fund receives an annual Trustee fee, of which $805, as a quarterly retainer,
has been allocated to the fund, and an additional fee for each Trustees meeting attended. Trustees also are
reimbursed for expenses they incur relating to their services as Trustees.

The fund has adopted a Trustee Fee Deferral Plan (the Deferral Plan) which allows the Trustees to defer the receipt
of all or a portion of Trustees fees payable on or after July 1, 1995. The deferred fees remain invested in certain
Putnam funds until distribution in accordance with the Deferral Plan.

The fund has adopted an unfunded noncontributory defined benefit pension plan (the Pension Plan) covering

all Trustees of the fund who have served as a Trustee for at least five years and were first elected prior to 2004.
Benefits under the Pension Plan are equal to 50% of the Trustee’s average annual attendance and retainer fees for
the three years ended December 31, 2005. The retirement benefit is payable during a Trustee’s lifetime, beginning
the year following retirement, for the number of years of service through December 31, 2006. Pension expense

for the fund is included in Trustee compensation and expenses in the Statement of operations. Accrued pension
liability is included in Payable for Trustee compensation and expenses in the Statement of assets and liabilities.
The Trustees have terminated the Pension Plan with respect to any Trustee first elected after 2003.
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The fund has adopted distribution plans (the Plans) with respect to the following share classes pursuant to Rule
12b-1 under the Investment Company Act of 1940. The purpose of the Plans is to compensate Putnam Retail
Management Limited Partnership, an indirect wholly-owned subsidiary of Putnam Investments, LLC, for services
provided and expenses incurred in distributing shares of the fund. The Plans provide payments by the fund to
Putnam Retail Management Limited Partnership at an annual rate of up to the following amounts (Maximum %)
of the average net assets attributable to each class. The Trustees have approved payment by the fund at the
following annual rate (Approved %) of the average net assets attributable to each class. During the reporting
period, the class-specific expenses related to distribution fees were as follows:

Maximum % Approved % Amount
Class A 0.35% 0.25% $1,003,751
Class B 1.00% 1.00% 23,674
ClassC 1.00% 1.00% 122,827
ClassR 1.00% 0.50% 82,207
Total $1,232,459

For the reporting period, Putnam Retail Management Limited Partnership, acting as underwriter, received net
commissions of $41,116 from the sale of class A shares and received $16 and $252 in contingent deferred sales
charges from redemptions of class B and class C shares, respectively.

Adeferred sales charge of up to 1.00% is assessed on certain redemptions of class A shares. For the reporting period,
Putnam Retail Management Limited Partnership, acting as underwriter, received $156 on class A redemptions.

Note 3: Purchases and sales of securities
During the reporting period, the cost of purchases and the proceeds from sales, excluding short-term investments,
were as follows:

Cost of purchases Proceeds from sales
Investments in securities (Long-term) $627,280,798 $404,866,248

U.S. government securities (Long-term) — —

Total $627,280,798 $404,866,248

The fund may purchase or sell investments from or to other Putnam funds in the ordinary course of business,
which can reduce the fund’s transaction costs, at prices determined in accordance with SEC requirements and
policies approved by the Trustees. During the reporting period, purchases or sales of long-term securities from

or to other Putnam funds, if any, did not represent more than 5% of the fund’s total cost of purchases and/or total
proceeds from sales.

Note 4: Capital shares

At the close of the reporting period, there were an unlimited number of shares of beneficial interest authorized.
Transactions, including, if applicable, direct exchanges pursuant to share conversions, in capital shares

were as follows:

YEAR ENDED 6/30/23 YEAR ENDED 6/30/22
ClassA N ET Amount Shares Amount
Shares sold 528,231 $26,829,746 525,953 $32,891,357
Sharesissued in connection with
reinvestment of distributions — — 1,125,229 73,849,640

528,231 26,829,746 1,651,182 106,740,997
Shares repurchased (1,185,325) (59,849,922) (1,003,014) (63,408,949)
Netincrease (decrease) (657,094) $(33,020,176) 648,168 $43,332,048
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YEARENDED 6/30/23 YEAR ENDED 6/30/22

ClassB Shares Amount Shares Amount
Shares sold 810 $33,576 404 $19,157
Sharesissued in connection with
reinvestment of distributions — — 14,995 810,626
810 33,576 15,399 829,783
Shares repurchased (39,931) (1,664,758) (33,843) (1,864,015)
Net decrease (39,121) $(1,631,182) (18,444) $(1,034,232)
YEAR ENDED 6/30/23 YEAR ENDED 6/30/22
ClassC Shares Amount Shares Amount
Shares sold 86,863 $3,627,250 60,485 $2,967,710
Sharesissued in connection with
reinvestment of distributions — — 50,760 2,730,873
86,863 3,627,250 111,245 5,698,583
Shares repurchased (89,290) (3,659,753) (80,394) (4,185,080)
Netincrease (decrease) (2,427) $(32,503) 30,851 $1,513,503
YEAR ENDED 6/30/23 YEAR ENDED 6/30/22
ClassR Shares Amount Shares Amount
Shares sold 53,398 $2,566,332 118,176 $6,973,081
Shares issued in connection with
reinvestment of distributions — — 53,250 3,306,281
53,398 2,566,332 171,426 10,279,362
Shares repurchased (96,458) (4,663,423) (148,091) (8,831,610)
Netincrease (decrease) (43,060) $(2,097,091) 23,335 $1,447,752
YEAR ENDED 6/30/23 YEAR ENDED 6/30/22
ClassR6 Shares Amount Shares Amount
Shares sold 2,048,178 $112,874,163 623,847 $39,369,700
Sharesissued in connection with
reinvestment of distributions — — 118,675 8,297,736
2,048,178 112,874,163 142,522 47,667,436
Shares repurchased (542,084) (29,774,076) (348,108) (22,243,658)
Netincrease 1,506,094 $83,100,087 394,414 $25,423,778
YEAR ENDED 6/30/23 YEAR ENDED 6/30/22
ClassY Shares Amount Shares Amount
Shares sold 5,874,442 $319,319,464 4,003,095 $260,390,385
Sharesissued in connection with
reinvestment of distributions — — 448,491 31,049,008
5,874,442 319,319,464 4,451,586 291,439,393
Shares repurchased (2,389,692) (128,775,445) (2,364,821) (146,745,831)
Netincrease 3,484,750  $190,544,019 2,086,765  $144,693,562
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Note 5: Affiliated transactions
Transactions during the reporting period with any company which is under common ownership or control
were as follows:

Shares
outstanding

and fair
Fairvalueas Purchase Sale Investment valueas
Name of affiliate of6/30/22 cost proceeds income of6/30/23

Short-term investments

Putnam Cash Collateral

Pool, LLC" $98,744,337 $409,422,716 $435,596,748 $3,170,509 §72,570,305
Putnam Short Term

Investment Fund** 27,597,370 252,066,977 224,417,713 1,097,243 55,246,634
Total Short-term

investments $126,341,707  $661,489,693  $660,014,461 $4,267,752  $127,816,939

“No management fees are charged to Putnam Cash Collateral Pool, LLC (Note 1). Investment income shown is
included in securities lending income on the Statement of operations. There were no realized or unrealized gains
or losses during the period.

**Management fees charged to Putnam Short Term Investment Fund have been waived by Putnam Management.
There were no realized or unrealized gains or losses during the period.

Note 6: Market, credit and other risks

In the normal course of business, the fund trades financial instruments and enters into financial transactions
where risk of potential loss exists due to changes in the market (market risk) or failure of the contracting party to
the transaction to perform (credit risk). The fund may be exposed to additional credit risk that an institution or
other entity with which the fund has unsettled or open transactions will default. Investments in foreign securities
involve certain risks, including those related to economic instability, unfavorable political developments, and
currency fluctuations.

Note 7: Of special note

On May 31,2023, Franklin Resources, Inc. (“Franklin Resources”) and Great-West Lifeco Inc., the parent company of
Putnam U.S. Holdings I, LLC (“Putnam Holdings”), announced that they have entered into a definitive agreement
for a subsidiary of Franklin Resources to acquire Putnam Holdings in a stock and cash transaction.

As part of this transaction, Putnam Management, a wholly-owned subsidiary of Putnam Holdings and invest-
ment manager to the Putnam family of funds (the “Putnam Funds”), would become an indirect wholly-owned
subsidiary of Franklin Resources.

The transaction is subject to customary closing conditions, including receipt of applicable regulatory approvals.
Subject to such approvals and the satisfaction of these conditions, the transaction is currently expected to be
consummated in the fourth quarter of 2023.

Under the Investment Company Act of 1940, as amended, consummation of the transaction will result in the
automatic termination of the investment management contract between each Putnam Fund and Putnam
Management and any related sub-management and sub-advisory contracts, where applicable. In anticipation of
this automatic termination, on June 23,2023, the Board of Trustees of the Putnam Funds approved a new invest-
ment management contract between each Putnam Fund and Putnam Management (and new sub-management
and sub-advisory contracts, if applicable), which will be presented to the shareholders of each Putnam Fund for
their approval at shareholder meetings currently expected to occur in October 2023. Proxy solicitation materials
related to these meetings have been made available to shareholders that held shares of the fund at the close of
business on July 24,2023.
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Federal tax information (Unaudited)

The Form 1099 that will be mailed to you in January 2024 will show the tax status of all distributions
paid to your account in calendar 2023.
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Curriculum Committee of the Center for Board Certified
Fiduciaries, a public benefit corporation providing
coursework for developing fiduciaries. Until 2019, Vice
President, Chief Investment Officer, and Treasurer of
General Mills, Inc., a global food company.

Other directorships: Member of the Investment
Committee of the Bush Foundation, a nonprofit
organization supporting community problem-solving in
Minnesota, North Dakota, and South Dakota; Member
of the Finance Council and Corporate Board of the
Archdiocese of Saint Paul and Minneapolis; previously
aBoard Member of Catholic Charities of St. Paul and
Minneapolis; Director of the Catholic Community
Foundation of Minnesota; and Investment Advisory
Board Member of the University of Minnesota.
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George Putnam llI
Born 1951, Trustee since 1984
Principal occupations during past
five years: Chair of New Generation

- Research, Inc., a publisher of financial
advisory and other research services, and President of
New Generation Advisors, LLC, a registered investment
advisor to private funds.

Other directorships: Director of The Boston Family
Office, LLC, a registered investment advisor; a Director
of the Gloucester Marine Genomics Institute; a Trustee
of the Lowell Observatory Foundation; and previously
a Trustee of the Marine Biological Laboratory.

Manoj P. Singh

Born 1952, Trustee since 2017

Principal occupations during past

five years: Until 2015, Chief Operating

= Officer and Global Managing Director at

Deloitte Touche Tohmatsu, Ltd., a global professional
services organization, serving on the Deloitte U.S.
Board of Directors and the boards of Deloitte member
firms in China, Mexico, and Southeast Asia.

Other directorships: Director of ReNew Energy Global
plc, a publicly traded renewable energy company;
Director of Abt Associates, a global research firm
working in the fields of health, social and environmental
policy, and international development; Trustee of
Carnegie Mellon University; Director of Pratham USA,
an organization dedicated to children’s education

in India; member of the advisory board of Altimetrik,

a business transformation and technology solutions
firm; and Director of DXC Technology, a global IT
services and consulting company.

Mona K. Sutphen

Born 1967, Trustee since 2020

Principal occupations during past five
years: Partner, Investment Strategies, at
The Vistria Group, a private investment
firm focused on middle-market companies in

the health care, education, and financial services
industries. From 2014 to 2018, Partner at Macro
Advisory Partners, a global consulting firm.

Other directorships: Director of Spotify Technology
S.A., a publicly traded audio content streaming
service; Director of Unitek Learning, a private nursing
and medical services education providerin the

United States; Board Member, International Rescue
Committee; Co-Chair of the Board of Human Rights
First; Trustee of Mount Holyoke College; member of the
Advisory Board for the Center on Global Energy Policy
at Columbia University’s School of International and
Public Affairs; previously Director of Pattern Energy
and Pioneer Natural Resources, publicly traded energy
companies; and previously Managing Director of
UBSAG.

INTERESTED TRUSTEE

Robert L. Reynolds®

Born 1952, Trustee since 2008, President
and Chief Executive Officer of Putnam
Investments since 2008

Principal occupations during past five
years: President and Chief Executive Officer of Putnam
Investments; member of Putnam Investments’ Board of
Directors; and Chair of Great-West Lifeco U.S. LLC. Prior
to 2019, also President and Chief Executive Officer of
Great-West Financial, a financial services company that
provides retirement savings plans, life insurance, and
annuity and executive benefits products, and of Great-
West Lifeco U.S. LLC, a holding company that owns
Putnam Investments and Great-West Financial, and
amember of Great-West Financial’s Board of Directors.

Other directorships: Director of the Concord Museum;
Director of Dana-Farber Cancer Institute; Director of the
U.S. Ski & Snowboard Foundation; Chair of the Boston
Advisory Board of the American Ireland Fund; Council
Co-Chair of the American Enterprise Institute; Member
of U.S. Chamber of Commerce, Center for Capital
Markets Competitiveness; Chair of Massachusetts High
Technology Council; Member of the Chief Executives
Club of Boston; Member of the Massachusetts General
Hospital President’s Council; Chairman of the Board of
Directors of the Ron Burton Training Village; Director
and former Chair of the Massachusetts Competitive
Partnership; former Chair of the West Virginia University
Foundation; and former Executive Committee Member
of the Greater Boston Chamber of Commerce.

Mr. Reynolds is an “interested person” (as defined in the Investment Company Act of 1940) of the fund and Putnam

Investments. He is President and Chief Executive Officer of Putnam Investments, as well as the President of your fund

and each of the other Putnam funds.

The address of each Trustee is 100 Federal Street, Boston, MA 02110.

As of June 30, 2023, there were 89 mutual funds, 4 closed-end funds, and 12 exchange-traded funds in the Putnam
funds complex. Each Trustee serves as Trustee of all funds in the Putnam funds complex.

Each Trustee serves for an indefinite term, until his or her resignation, retirement at age 75, removal, or death.
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Officers

In addition to Robert L. Reynolds, the other officers of the fund are shown below:

James F. Clark (Born 1974)

Vice President and Chief Compliance Officer

Since 2016

Chief Compliance Officer and Chief Risk Officer,
Putnam Investments, and Chief Compliance Officer,
Putnam Management

Michael J. Higgins (Born 1976)
Vice President, Treasurer, and Clerk
Since 2010

Jonathan S. Horwitz (Born 1955)

Executive Vice President, Principal Executive Officer,
and Compliance Liaison

Since 2004

Richard T. Kircher (Born 1962)

Vice President and BSA Compliance Officer

Since 2019

Assistant Director, Operational Compliance, Putnam
Investments and Putnam Retail Management

Martin Lemaire (Born 1984)

Vice President and Derivatives Risk Manager

Since 2022

Risk Manager and Risk Analyst, Putnam Investments

Susan G. Malloy (Born 1957)

Vice President and Assistant Treasurer

Since 2007

Head of Accounting and Middle Office Services,
Putnam Investments and Putnam Management

Alan G. McCormack (Born 1964)

Vice President and Derivatives Risk Manager
Since 2022

Head of Quantitative Equities and Risk,
Putnam Investments

Denere P. Poulack (Born 1968)
Assistant Vice President, Assistant Clerk,
and Assistant Treasurer

Since 2004

Janet C. Smith (Born 1965)

Vice President, Principal Financial Officer, Principal
Accounting Officer, and Assistant Treasurer

Since 2007

Head of Fund Administration Services,

Putnam Investments and Putnam Management

Stephen J. Tate (Born 1974)

Vice President and Chief Legal Officer

Since 2021

General Counsel, Putnam Investments,

Putnam Management, and Putnam Retail Management

Mark C. Trenchard (Born 1962)

Vice President

Since 2002

Director of Operational Compliance, Putnam
Investments and Putnam Retail Management

The principal occupations of the officers for the past five years have been with the employers as shown above,
although in some cases they have held different positions with such employers. The address of each officer is

100 Federal Street, Boston, MA 02110.
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Services for shareholders

Investor services

Systematicinvestmentplan Tell ushow
much you wish to invest regularly — weekly,
semimonthly, ormonthly — and the amount
you choose will be transferred automatically
fromyour checkingorsavings account. There’s
no additional fee for this service, and you can
suspend itatany time. This plan may be a great
way to save for college expenses or to plan for
yourretirement.

Please note that regularinvesting does not
guarantee a profit or protect againstlossin a
declining market. Before arranging a system-
aticinvestment plan, consideryourfinancial
ability to continue making purchasesin periods
when prices are low.

Systematicexchange Youcan make regular
transfers from one Putnam fund to another
Putnam fund. There are no additional fees for
this service, and you can cancel or change your
options atany time.

Dividends PLUS You can chooseto havethe
dividend distributions from one of your Putnam
funds automatically reinvested in another
Putnam fund at no additional charge.

Free exchange privilege You canexchange
money between Putnam funds free of charge,
aslongasthey arethe same class of shares.
Asignature guaranteeis required if you are
exchanging more than $500,000. The fund
reservestherightto revise orterminate the
exchange privilege.

Reinstatement privilege If you've sold
Putnam shares or received a check fora divi-
dend orcapital gain, you may reinvest the
proceedswith Putnam within 90 days of the
transaction and they will be reinvested at the
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fund’s current net asset value — with no sales
charge. However, reinstatement of class B
shares may have special tax consequences. Ask
yourfinancial or tax representative for details.

Check-writing service You haveready access
tomany Putnam accounts. It’s assimple as
writing a check, and there are no special fees or
service charges. For more information about
the check-writing service, call Putnam or visit
ourwebsite.

Dollar costaveraging Whenyou'reinvesting
forlong-term goals, it'stime, not timing, that
counts. Investingon a systematic basisis a
better strategy than trying to figure out when
the markets will go up ordown. This means
investing the same amount of money regularly
overalong period. This method of investing
iscalled dollar cost averaging. When a fund’s
share price declines, your investment dollars
buy more shares at lower prices. When it
increases, they buy fewer shares. Over time, you
will pay a lower average price per share.

For more information

Visit the Individual Investors section at
putnam.com Asecure section of our website
contains complete information on your
account, including balances and transac-
tions, updated daily. You may also conduct
transactions, such as exchanges, additional
investments, and address changes. Logon
today to getyour password.

Callustollfree at 1-800-225-1581 or,

for exchange-traded funds only,
1-833-228-5577 Aska helpful Putnam
representative oryour financial advisor for
details about any of these or otherservices, or
seeyour prospectus.



Fund information

Founded over 85 years ago, Putnam Investments was built around the concept that a balance
between risk and reward is the hallmark of a well-rounded financial program. We manage funds

across income, value, blend, growth, sustainable, and asset allocation categories.

Investment Manager
Putnam Investment
Management, LLC

100 Federal Street
Boston, MA 02110

Investment Sub-Advisor
Putnam Investments Limited
16 St James’s Street

London, England SW1A 1ER

Marketing Services
Putnam Retail Management
Limited Partnership

100 Federal Street

Boston, MA 02110

Custodian
State Street Bank
and Trust Company

Legal Counsel
Ropes &Gray LLP

Independent Registered
Public Accounting Firm
PricewaterhouseCoopers LLP

Trustees

Kenneth R. Leibler, Chair
Barbara M. Baumann, Vice Chair
Liaquat Ahamed

Katinka Domotorffy
Catharine Bond Hill
Jennifer Williams Murphy
Marie Pillai

George Putnam Il
Robert L. Reynolds
Manoj P. Singh

Mona K. Sutphen

Officers
Robert L. Reynolds
President

James F. Clark
Vice President, Chief Compliance
Officer, and Chief Risk Officer

Michael J. Higgins
Vice President, Treasurer,
and Clerk

Jonathan S. Horwitz
Executive Vice President,
Principal Executive Officer,
and Compliance Liaison

Richard T. Kircher
Vice President and
BSA Compliance Officer

Martin Lemaire
Vice President and
Derivatives Risk Manager

Susan G. Malloy
Vice President and
Assistant Treasurer

Alan G. McCormack
Vice President and
Derivatives Risk Manager

Denere P. Poulack
Assistant Vice President,
Assistant Clerk, and
Assistant Treasurer

Janet C. Smith

Vice President,

Principal Financial Officer,
Principal Accounting Officer,
and Assistant Treasurer

Stephen J. Tate
Vice President and
Chief Legal Officer

Mark C. Trenchard
Vice President

This report is for the information of shareholders of Putnam Small Cap Growth Fund. It may also be
used as sales literature when preceded or accompanied by the current prospectus, the most recent
copy of Putnam’s Quarterly Performance Summary, and Putnam’s Quarterly Ranking Summary. For
more recent performance, please visit putnam.com. Investors should carefully consider the investment
objectives, risks, charges, and expenses of a fund, which are described in its prospectus. For this and
other information or to request a prospectus or summary prospectus, call 1-800-225-1581 toll free.
Please read the prospectus carefully before investing. The fund’s Statement of Additional Information
contains additional information about the fund’s Trustees and is available without charge upon
request by calling 1-800-225-1581.
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