
How did value stocks perform in the first quarter?
Lauren: Large-cap value stocks delivered modest gains 
in a quarter characterized by many macroeconomic 
challenges. Equity markets experienced volatility due to 
persistent inflation, concerns about economic growth, 
and continued interest-rate hikes by the Federal Reserve. 
The quarter also brought significant turmoil to the 
banking industry with the widely publicized bankruptcies 
of two U.S. regional banks as well as a Swiss government-
engineered takeover of Credit Suisse by UBS. For the 
quarter, large-cap growth stocks outperformed large-cap 
value by a wide margin.

How did the fund perform?
Darren: The fund outperformed the benchmark for the 
first quarter and for the 1-, 3-, 5-, and 10-year periods 
ended March 31, 2023. Stock selection drove the 
outperformance, while sector allocation decisions had 
a minimal overall impact. Positions in communication 
services, health care, and consumer discretionary 
were top contributors to performance. Stock selection 
in the industrials, financials, and real estate sectors 
detracted from returns. The benefit of our underweight 
position in the challenged financials sector was offset 
by an underweight position in the top-performing 
communication services sector.

The fund outperformed the benchmark 
for the first quarter and the 1-, 3-, 5-, and 
10-year periods ended March 31, 2023.

Large-cap value stocks delivered modest 
gains in a quarter characterized by many 
macroeconomic challenges.

We are generally more cautious after the 
recent market advance, which was largely 
due to multiple expansion rather than 
earnings growth.
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Financials make up a significant portion of the 
value universe. What are your thoughts on the 
regional bank crisis?
Darren: It’s important to note that this was not a systemic 
problem like that of the global financial crisis in 2008. 
It was not a solvency issue, but rather a liquidity issue, 
which the Fed has both the tools and the experience to 
manage. The Fed moved quickly and effectively, with a 
focus on regional banks most at risk — those with less 
diversified business models. The second-order effects of 
the crisis may be more challenging for investors. Deposits 
have flowed out of smaller banks and into the larger 
institutions. This has had the effect of drying up credit 
availability and tightening financial conditions beyond 
what the Fed is already doing in terms of raising interest 
rates. As financial conditions get tougher, the chances of a 
recession increase.

Lauren: In terms of our portfolio, we believe our 
positioning, which favored large banks over regional 
banks, was beneficial in navigating the challenges. 
Also, within regional banks, we owned PNC, which held 
up better than many other regional banks. It is known 
as a “super regional” bank, is the fifth-largest bank in 
the country, and is well diversified. No single industry 
represents more than 15% of its loan book.

Going forward, PNC and the largest banks should benefit 
from consumers’ flight to quality. Also, the size and 
scale of these banks should enable them to handle any 
increased regulation or compliance requirements in the 
wake of the crisis. At the same time, smaller banks may 
have a harder time keeping up with any new regulation or 
capital requirements.

What is your outlook for the months ahead?
Darren: We expect continued volatility and modest 
returns for equity markets. Labor markets remain tight, 
which will make inflation an ongoing threat, especially for 
services, a key component of the Consumer Price Index. 
While we do foresee an end to interest-rate hikes in 2023, 
we do not expect cuts any time soon. We believe the 
Fed is likely to hold rates at the peak level for longer than 
many investors expect.

Lauren: Along with the ongoing tightening of financial 
conditions, particularly among regional banks, we are 
generally more cautious after the recent market advance, 
which was largely due to multiple expansion rather than 
earnings growth. The market appears to be setting itself 
up for a negative surprise as first-quarter earnings are 
expected to show an overall decline.

As always, we don’t try to predict the magnitude or 
duration of macroeconomic forces. Instead, we focus on 
how they might impact the profitability of the companies 
we own. And we seek to manage the fund’s sensitivity to 
these challenges through careful portfolio construction 
and stress testing.

Putnam Large Cap Value Fund (PEIYX)

Annualized total return performance as of 3/31/23

Class Y shares 
Inception 10/1/98

Russell 1000  
Value Index

Last quarter 1.79% 1.01%

1 year –1.53 –5.91

3 years 21.25 17.93

5 years 10.26 7.50

10 years 10.82 9.13

Life of fund 10.37 —

Total expense ratio: 0.64%

Returns for periods of less than one year are not annualized.
Current performance may be lower or higher than the quoted past 
performance, which cannot guarantee future results. Share price, 
principal value, and return will vary, and you may have a gain or a 
loss when you sell your shares. Performance assumes reinvestment 
of distributions and does not account for taxes. For the most recent 
month-end performance, please visit putnam.com. Class Y shares before 
their inception are derived from the historical performance of class A 
shares (inception 6/15/77), which have not been adjusted for the lower 
expenses; had they, returns would have been higher. For a portion of 
the periods, this fund may have had expense limitations, without which 
returns would have been lower. Class Y shares are generally only available 
for corporate and institutional clients and have no initial sales charge. 

The Russell 1000® Value Index is an unmanaged index of those 
companies in the large-cap Russell 1000 Index chosen for their value 
orientation. 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. You cannot 
invest directly in an index. There are no guarantees that a company 
will continue to pay dividends.
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For informational purposes only. Not an investment 
recommendation.

The views and opinions expressed here are those of the portfolio 
managers as of March 31, 2023, are subject to change with market 
conditions, and are not meant as investment advice. 

Putnam Large Cap Value Fund holdings as of 3/31/23: PNC Financial 
Services Group (1.40%). Credit Suisse and UBS were not held.

Consider these risks before investing: Value stocks may fail 
to rebound, and the market may not favor value-style investing. 
Income provided by the fund may be reduced by changes in the 
dividend policies of, and the capital resources available at, the 
companies in which the fund invests. The value of investments in 
the fund’s portfolio may fall or fail to rise over extended periods of 
time for a variety of reasons, including general economic, political, 
or financial market conditions; investor sentiment and market 
perceptions; government actions; geopolitical events or changes; 

and factors related to a specific issuer, geography, industry, or 
sector. These and other factors may lead to increased volatility and 
reduced liquidity in the fund’s portfolio holdings.

From time to time, the fund may invest a significant portion 
of its assets in companies in one or more related industries 
or sectors, which would make the fund more vulnerable to 
adverse developments affecting those companies, industries, 
or sectors. International investing involves currency, economic, 
and political risks.

Our investment techniques, analyses, and judgments may not 
produce the outcome we intend. The investments we select for 
the fund may not perform as well as other securities that we do 
not select for the fund. We, or the fund’s other service providers, 
may experience disruptions or operating errors that could have 
a negative effect on the fund. You can lose money by investing in 
the fund.

Request a prospectus or summary prospectus from your financial representative or by calling 1-800-225-1581. 
The prospectus includes investment objectives, risks, fees, expenses, and other information that you should read 
and consider carefully before investing.
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