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Item 1. Report to Stockholders:
The following is a copy of the report transmitted to stockholders pursuant
to Rule 30e-1 under the Investment Company Act of 1940:

ANNUAL REPORT ON PERFORMANCE AND OUTLOOK

4-30-05
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From the Trustees

[GRAPHIC OMITTED: PHOTO OF JOHN A. HILL AND GEORGE PUTNAM, III]

John A. Hill and
George Putnam, III

Dear Fellow Shareholder:

Throughout the period ended April 30, 2005, the Federal Reserve Board's
series of gradual increases in the federal funds rate occupied much of
investors' attention. However, these increases did not begin to have a
significant impact on stock and bond prices until the early months of
the 2005 calendar year. The Fed's more restrictive monetary policy,
along with stubbornly high energy prices, has caused concern about the
sustainability of corporate profits and slowed the stock market's
momentum. Shorter-term bond prices have also been under pressure due to
worries regarding inflation. In addition, credit quality issues have
become a greater concern, particularly in early May, after the end of
the reporting period, when rating agencies downgraded bonds issued by
Ford and General Motors. Given the uncertainties of this environment,
security selection takes on even greater importance and the in-depth,
professional research and active management that mutual funds can
provide makes them an even more intelligent choice for today's
investors.

We want you to know that Putnam Investments' management team, under the
leadership of Chief Executive Officer Ed Haldeman, continues to focus on
investment performance and remains committed to putting the interests of
shareholders first. In keeping with these goals, we are including
additional disclosure about your fund's management team in this report.
Following the Outlook for Your Fund, we provide manager compensation
information that pertains to your fund. Furthermore, in this report we
provide information about the 2004 approval by the Trustees of your
fund's management contract with Putnam. See page 13 for details.

In the following pages, members of your fund's management team discuss
the fund's performance, the strategies used to pursue the fund's
investment objectives during the reporting period, and the team's plan
for responding to recent changes in the market climate.
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As always, we thank you for your continuing confidence in Putnam.

Respectfully yours,

/S/ JOHN A. HILL /S/ GEORGE PUTNAM, III
John A. Hill George Putnam, III
Chairman of the Trustees President of the Funds

June 15, 2005

Report from Fund Management
Fund highlights

* For the 12 months ended April 30, 2005, common shares of Putnam
Municipal Opportunities Trust had a total return of 10.90% at net asset
value (NAV) and 0.82% at market price.

* The fund's benchmark, the Lehman Municipal Bond Index, returned 6.82%.

* The average return for the fund's Lipper category, General Municipal
Debt Funds (leveraged closed-end), was 10.67%.

* The fund's monthly dividend was reduced in September 2004 and January
2005. See page 5 for details.

* See the Performance Summary beginning on page 10 for additional fund
performance, comparative performance, and Lipper data.

Performance commentary

Improving credit fundamentals across the municipal bond universe helped
lower—quality municipal bonds outperform their higher-quality
counterparts during Putnam Municipal Opportunities Trust's 2005 fiscal
year. This contributed to your fund's outperformance of its benchmark,
the Lehman Municipal Bond Index, based on results at NAV. The fund's
exposure to bonds rated BBB and below, particularly in the tobacco,
hospital, and utility sectors, was a key factor, since the benchmark
consists solely of investment-grade municipal bonds. Your fund's use of
leverage was also a primary factor in its outperformance of its
non-leveraged benchmark. The fund's performance was in line with the
Lipper peer group. It is important to note that a fund's performance at
market price may differ from its results at NAV. Although market price
performance generally reflects investment results, it may also be
influenced by several other factors, including changes in investor
perceptions of the fund or its investment advisor, market conditions,
fluctuations in supply and demand for the fund's shares, and changes in
fund distributions.

TOTAL RETURN FOR
PERIODS ENDED 4/30/05

Market
(inception 5/28/93) NAV price
1 year 10.90% 0.82%
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Annual average 8.39 7.49
10 years 98.87 91.43
Annual average 7.12 6.71

Annual average
(life of fund) 6.64 5.05

Data 1is historical. Past performance does not guarantee future results.
More recent returns may be less or more than those shown. Investment
return, net asset value, and market price will fluctuate 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.

FUND PROFILE

Putnam Municipal Opportunities Trust is a leveraged fund that seeks to
provide as high a level of current income free from federal income tax
as Putnam Management believes to be consistent with the preservation of
capital. The fund invests in investment-grade and some
below-investment-grade municipal bonds. The fund may be appropriate for
investors seeking tax—-free income and who are willing to accept a
moderate degree of risk, including risk associated with the use of
leverage.

Market overview

Early in the fiscal year, signs of solid economic growth and rising
corporate profits heightened investor concerns about potential
interest-rate increases by the Federal Reserve Board (the Fed). This
concern helped drive bond yields sharply higher and bond prices, which
move in the opposite direction of yields, lower. After the Fed announced
the first of what would be seven 0.25% increases in the federal funds
rate during the fund's fiscal year, bond market investors seemed
encouraged and, initially, rates trended downward modestly. This gradual
approach to reining in economic growth may have helped allay investor
fears of higher longer-term rates, as long-term bond yields ended the
year lower despite rising short-term rates. As shorter- and longer-term
interest rates began to converge, the yield curve flattened. The Fed
continued its tightening policy with another 0.25% increase following
period-end.

The same conditions that led to rising interest rates -- an improving
economy and rising corporate earnings -- were particularly favorable for
lower-rated bonds. Among uninsured bonds and especially bonds rated BBB
and below, yield spreads tightened, and bond prices rose. Bonds at the
lower end of the credit spectrum, including BB- and B-rated bonds,
turned in the strongest performance. Municipal bonds issued by the State
of California were generally strong performers, as the economy improved
and rating agencies upgraded the state's credit rating from BBB to A
during the year. Puerto Rico municipal bonds, which are tax-exempt in
all states and often trade in line with bonds issued by the
highest-rated and top-performing state, were also standout performers.
Based on continued favorable legal rulings, yields on tobacco settlement
bonds declined overall for the year, and their prices rose accordingly.
Airline-related industrial development bonds (IDBs) staged a comeback
from distressed levels and outperformed over the trailing one-year
period. Callable bonds (which can be redeemed by their issuers before
maturity) outperformed non-callable bonds.
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Bonds
Lehman Municipal Bond Index (tax-exempt bonds) 6.82%
Lehman Aggregate Bond Index (broad bond market) 5.26%

Lehman Government Bond Index (U.S. Treasury and agency
securities) 4.87%

JP Morgan Global High Yield Index (global high-yield

corporate bonds) 6.83%

Bauities
S¢P 500 Tndex (broad stock market) 6313
Russell 1000 Growth Tndex (large-company growth stocks)  0.40%
Russell 1000 Value Tndex (large-company value stocks) 13.92%

These indexes provide an overview of performance in different market
sectors for the 12 months ended 4/30/05.

Strategy overview

Given our expectation for rising interest rates, your portfolio's
duration was relatively short (or defensive) at the beginning of the
fund's fiscal year. We maintained a defensive duration relative to the
fund's peers during the period. One of the strategies we used to manage
duration was selling Treasury bond futures, which enabled us to achieve
our target duration without trading large volumes of securities, which
takes time and can be more expensive for the fund. Duration is a measure
of a fund's sensitivity to changes in interest rates. Investing in bonds
with a short duration may help protect principal when interest rates are
rising, but it can reduce the fund's potential for appreciation when
rates fall. Although the Fed adjusted interest rates upward during the
period, as we had expected, rates on long-term bonds trended downward
for much of the period, limiting the fund's participation in the price
rally.

During the period, the fund changed its positioning to take advantage of
the flattening of the yield curve. Given our expectation that short-term
rates would continue to rise, we reduced the fund's positions in inverse
floating-rate securities. These securities pay additional interest
income as short rates fall and less interest income when short rates
rise. The fund benefited from its emphasis on lower-rated,
higher-yielding bonds during the period. However, we believe the
high-yield rally has nearly run its course and toward period-end we took
advantage of continued price strength on higher-yielding bonds to reduce
the fund's position in this market segment.

[GRAPHIC OMITTED: horizontal bar chart TOP SECTOR WEIGHTINGS COMPARED]
TOP SECTOR WEIGHTINGS COMPARED

as of 10/31/04 as of 4/30/05
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Health care 25.2% 29.9%
Utilities 21.0% 15.9%
Transportation 16.6% 15.2%
Water and sewer 19.0% 13.3%
Housing 7.0% 7.1%

Footnote reads:

This chart shows how the fund's top weightings have changed over the
last six months. Weightings are shown as a percentage of net assets.
Holdings will vary over time.

How fund holdings affected performance

With the more credit-sensitive sectors of the municipal bond market
performing very well, the fund's lower-rated holdings helped its
performance substantially. The supply of lower-rated bonds coming to
market is down 32% compared to the same period in 2004, and in the face
of strong demand from yield-hungry investors, prices of lower-rated
municipal bonds in the market have moved higher. Many of the fund's
investments in the health-care, tobacco, utilities, and continuing-care
retirement communities sectors have rallied as a result, including the
Indiana Development Authority U.S. Steel revenue bonds, which have also
benefited from strong demand from both the domestic market and
international economies like China.

One of the funds' health-care holdings, Oklahoma Development Financing
Authority revenue bonds for Hillcrest Healthcare, had the added benefit
of being pre-refunded last August. Pre-refunding occurs when an issuer
raises the money to pay off a specific bond in advance and invests it in
a secure investment, usually U.S. Treasury securities, that matures at
the bond's first call date. This added security is often perceived as a
credit upgrade by the market, and can boost the bond's price. This
B-rated hospital system in Tulsa, which had a history of financial
difficulties, was purchased by for-profit hospital system Ardent Health.
Following the purchase, bondholders negotiated with Ardent to have the
bonds pre-refunded. This resulted in a significant price increase that
favorably affected the portfolio's NAV.

Airline-related industrial development bonds (IDBs), a sector of the
lower-rated municipal bond market that has struggled in recent years,
turned in surprisingly modest gains when credit spreads narrowed. IDBs are
issued by municipalities but backed by the credit of the company
benefiting from the financing. Investor perceptions about the backing
company's health, or that of its industry group, affectthe prices of these
bonds more than the rating of the issuing municipality. The airline
industry has been experiencing falling ticket prices coupled with soaring
fuel costs. Our credit analysts' views on these bonds was unfavorable and
we had underweighted them, relative to the benchmark. However, this
decision created a small headwind for the portfolio when prices of these
bonds rose during the period. In our opinion, the risks remain high, and
we would need to see the fundamentals improve considerably before
investing more heavily in this sector. The fund retains positions in
British Airways and American Airlines —-- two carriers that we believe will
survive the industry's consolidation.
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[GRAPHIC OMITTED: pie chart CREDIT QUALITY OVERVIEW]
CREDIT QUALITY OVERVIEW

Aaa (52.3%)

Aa (5.5%)
A (13.2%)

Baa (21.9%)

Ba (4.7%)
B (1.6%)

Caa and below (0.6%)
VMIGLl/A-1+ (0.2%)
Footnote reads:

As a percentage of market value as of 4/30/05. A bond rated Baa or
higher is considered investment grade. The chart reflects Moody's
ratings; percentages may include bonds not rated by Moody's but
considered by Putnam Management to be of comparable quality. Ratings
will vary over time.

At the other end of the credit spectrum, many of the fund's AAA-rated
long-maturity holdings performed well, because the municipal bond yield
curve flattened during the year as long-term rates fell. Many of these
holdings are callable bonds, which we think can be expected to
outperform non-callable bonds in a rising-rate environment. Since buying
long-maturity callable bonds lengthens the fund's duration, which makes
it more vulnerable to the negative effects of rising interest rates, and
since we have focused on keeping the duration relatively short, we owned
less of these bonds than would have otherwise been the case.

Tobacco settlement bonds also enjoyed strong performance during the
fiscal year and the fund benefited from our decision to overweight this
sector, relative to the benchmark. An improving litigation environment
following a favorable Federal Appeals Court ruling combined with stable
cigarette sales have contributed to a favorable outlook for this sector.
Tobacco settlement bonds are secured by the income stream from tobacco
companies' settlement obligations to the states and generally offer
higher yields than bonds of comparable quality. In what has amounted to
an ongoing threat to this income stream, the Department of Justice (DOJ)
initiated a lawsuit in 1999 against the major tobacco companies seeking
billions of dollars that the DOJ claimed had been obtained fraudulently
from the sale of cigarettes. In February 2005, the United States Court
of Appeals issued a ruling that investors believe has significantly
mitigated the potential financial impact of the DOJ's lawsuit on tobacco
companies, and the price of tobacco settlement bonds rebounded. The fund
holds tobacco settlement bonds issued by the states of Wisconsin, South
Carolina, Washington, New York, New Jersey, Rhode Island, and South
Dakota.

Please note that all holdings in this report are subject to review in
accordance with the fund's investment strategy and may vary in the

future.

OF SPECIAL INTEREST
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Fund's dividend reduced

Several older holdings matured or were called during the period,
requiring reinvestment of the assets at current lower interest rates.
The management team has not made any large allocation moves to
compensate for the yield decrease. To reflect this reduction in
earnings, the fund's dividend was reduced in September 2004 from $0.0795
to $0.0735 and in January 2005 from $0.0735 to $0.0644 per share.

The outlook for your fund

The following commentary reflects anticipated developments that could
affect your fund over the next six months, as well as your management
team's plans for responding to them.

Economic growth has continued to be stronger than expected, despite the
Fed's efforts to slow growth and curb inflation by raising short-term
interest rates seven times in 0.25% increments over the course of the
fund's fiscal year. Long-term rates remain surprisingly low. In fact,
after rising modestly in late March and early April of 2005, long-term
rates fell again in the final weeks of the period. Based on sustained
solid economic growth and continued robust corporate earnings, we expect
the Fed to maintain its policy of increasing rates through 2005. We
believe Fed actions are likely to cause rising yields among bonds with
shorter maturities and further flattening of the yield curve as
short-term rates rise faster than long-term rates. We also expect more
Fed tightening than is currently anticipated by the market, which means
that we believe that bond yields may begin to rise more quickly as
investors come to the same conclusion. In light of that, we plan to
maintain the fund's defensive duration, and to continue to increase its
exposure to callable bonds.

We believe that the market has over-discounted the impact of mortgage
prepayments on the single-family housing sector, particularly in light
of rising interest rates, which are likely to slow prepayments. We plan
to add selectively to the fund's positions in this sector. We believe
that the dramatic outperformance of lower-rated, higher-yielding bonds
is now slowing and we plan to reduce our exposure to this portion of the
credit spectrum in favor of higher-quality issues. Despite recent
outperformance, we remain bearish on airline-related IDBs in light of
continued fundamental weaknesses in this sector such as rising fuel
prices and domestic overcapacity. Our view on tobacco settlement bonds
is positive and we are seeking to increase the fund's exposure as
opportunities arise.

We believe we are headed into a more challenging environment for bond
investing. Our task will be to continue to search for the most
attractive opportunities among tax-exempt securities, and to balance the
pursuit of current income with prudent risk management.

The views expressed in this report are exclusively those of Putnam
Management. They are not meant as investment advice. Lower-rated bonds
may offer higher yields in return for more risk. Capital gains, 1if any,
are taxable for federal and, in most cases, state purposes. For some
investors, investment income may be subject to the federal alternative
minimum tax. Income from federally exempt funds may be subject to state
and local taxes. Mutual funds that invest in bonds are subject to
certain risks, including interest-rate risk, credit risk, and inflation
risk. As interest rates rise, the prices of bonds fall. Long-term bonds
are more exposed to interest-rate risk than short-term bonds. Unlike
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bonds, bond funds have ongoing fees and expenses. The fund's shares
trade on a stock exchange at market prices, which may be lower than the
fund's net asset value. The fund uses leverage, which involves risk and
may increase the volatility of the fund's net asset value.

Your fund's management

Your fund is managed by the members of the Putnam Tax Exempt
Fixed-Income Team. David Hamlin is the Portfolio Leader, and Paul Drury,
Susan McCormack, and James St. John are Portfolio Members of your fund.
The Portfolio Leader and Portfolio Members coordinate the team's
management of the fund.

For a complete listing of the members of the Putnam Tax Exempt
Fixed-Income Team, including those who are not Portfolio Leaders or
Portfolio Members of your fund, visit Putnam's Individual Investor Web
site at www.putnaminvestments.com.

Fund ownership

The table below shows how much the fund's current Portfolio Leader and
Portfolio Members have invested in the fund (in dollar ranges).
Information shown is as of April 30, 2005, and April 30, 2004.

$1 - $10,001 - $50,001- $100,001 - $500,001 -
Year S0 $10,000 $50,000 $100,000 $500,000 $1,000,000

David Hamlin 2005 *

Portfolio Leader 2004  *
Paul Drury 2005
Portfolio Memper 2004 *
Susan McCormack 2005+
Portfolio Memper 2004 *
James St. Johm 2005+
Portfolio Memper 2004 *

Fund manager compensation

The total 2004 fund manager compensation that is attributable to your
fund is approximately $50,000. This amount includes a portion of 2004
compensation paid by Putnam Management to the fund managers listed in
this section for their portfolio management responsibilities, calculated
based on the fund assets they manage taken as a percentage of the total
assets they manage. The compensation amount also includes a portion of
the 2004 compensation paid to the Chief Investment Officer of the team
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and the Group Chief Investment Officer of the fund's broader investment
category for their oversight responsibilities, calculated based on the
fund assets they oversee taken as a percentage of the total assets they
oversee. This amount does not include compensation of other personnel
involved in research, trading, administration, systems, compliance, or
fund operations. These percentages are determined as of the fund's
fiscal period-end. For personnel who joined Putnam Management during or
after 2004, the calculation reflects annualized 2004 compensation or an
estimate of 2005 compensation, as applicable.

Other Putnam funds managed by the Portfolio Leader and Portfolio Members

David Hamlin is the Portfolio Leader and Paul Drury, Susan McCormack,
and James St. John are Portfolio Members for Putnam's tax-exempt funds
for the following states: Arizona, California, Florida, Massachusetts,
Michigan, Minnesota, New Jersey, New York, Ohio, and Pennsylvania. The
same group also manages Putnam AMT-Free Insured Municipal Fund*, Putnam
California Investment Grade Municipal Trust, Putnam High Yield Municipal
Trust, Putnam Investment Grade Municipal Trust, Putnam Managed Municipal
Income Trust, Putnam Municipal Bond Fund, Putnam New York Investment
Grade Municipal Trust, Putnam Tax Exempt Income Fund, Putnam Tax-Free
Health Care Fund, and Putnam Tax-Free High Yield Fund.

David Hamlin, Paul Drury, Susan McCormack, and James St. John may also
manage other accounts and variable trust funds advised by Putnam
Management or an affiliate.

Changes in your fund's Portfolio Leader and Portfolio Members

During the year ended April 30, 2005, Portfolio Member Richard Wyke left
your fund's management team.

* Formerly Putnam Tax-Free Insured Fund.

Fund ownership

The table below shows how much the members of Putnam's Executive Board
have invested in the fund (in dollar ranges). Information shown is as of
April 30, 2005, and April 30, 2004.

S1 — $10,001 - $50,001- $100,001
Year S50 $10,000 $50,000 $100,000 and over

Philippe Bibi 2005 *

Chief Technology Officer 2004«
John Bomeparen 2005«
Head of Global Institutional Mgmt 2004  *
Joshua Brooks 2005 ¢
Deputy Head of Investments WA
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Kevin Cronin 2005 *

Head of Tnvestmemts 2000 x
Charles Haldeman, Jr. 2005 e
President and CEO 2000 x
amrit Kemwal 2005+
Chief Financial Officer 2006+
Steven Krichmar 2005+
Chief of Operations 2000 x
Francis McNamara, 1T 2005+
Gemeral Counsel 2000 x
Richard Monaghan 2005+
Head of Retail Mamagement 2000 x
Richard Robie, IIT 2005+
Chief Administrative Officer 2004 *
Bdward Shadek 2005 x
beputy Head of Tmvestments WA

N/A indicates the individual was not a member of Putnam's Executive
Board as of 4/30/04.

Performance summary

This section shows your fund's performance during its fiscal year, which
ended April 30, 2005. In accordance with regulatory requirements, we
also include performance for the most current calendar quarter-end.
Performance should always be considered in light of a fund's investment
strategy. Data represents past performance. Past performance does not
guarantee future results. More recent returns may be less or more than
those shown. Investment return, net asset value, and market price will
fluctuate and you may have a gain or a loss when you sell your shares.

Lipper General

Municipal
Lehman Debt Funds
Municipal (leveraged
Market Bond closed-end)
NAV price Index category average*
1 year 10.90% 0.82% 6.82% 10.67%
5 years 49.60 43.49 40.53 53.88

10
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Annual average 8.39 7.49 7.04 8.98
10 years 98.87 91.43 87.36 100.06
Annual average 7.12 6.71 6.48 7.17

Annual average
Life of fund
(since 5/28/93) 6.64 5.05 6.12 6.52

Performance assumes reinvestment of distributions and does not account
for taxes.

Index and Lipper results should be compared to fund performance at net
asset value. Lipper calculations for reinvested dividends may differ
from actual performance.

* Over the 1-, 5-, and 10-year periods ended 4/30/05, there were 67, 51,
and 46 funds, respectively, in this Lipper category.

TOTAL RETURN FOR PERIODS ENDED 3/31/05 (MOST RECENT CALENDAR QUARTER)

NAV Market price
1 year 5.01% -9.73%
5 years 45.04 44.95
Annual average 7.72 7.71
10 years 95.18 80.83
Annual average 6.92 6.10
Annual average
Life of fund
(since 5/28/93) 6.48 4.87

Number 12

heome 1  so.ems
Capital gains 1 -
Totar  sosms
 seriesa  series®  Seriesc
Distributions—-- preferred shares (800 shares) (1,620 shares) (1,620 shares)
theome 1 sws.17  s3we.18 s389.20
Capital gains 1 -

11
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Total $789.17 $388.78 $389.20

Share value: v o Market price
43000 sz s
/30005 13as a1

Current return (common shares, end of period)

1 Capital gains, if any, are taxable for federal and, in most cases,
state purposes. For some investors, investment income may be subject to
the federal alternative minimum tax. Income from federally exempt funds
may be subject to state and local taxes.

2 Most recent distribution, excluding capital gains, annualized and
divided by NAV or market price at end of period.

3 Assumes maximum 35% federal tax rate for 2005. Results for investors
subject to lower tax rates would not be as advantageous.

Terms and definitions

Total return shows how the value of the fund's shares changed over time,
assuming you held the shares through the entire period and reinvested
all distributions in the fund.

Net asset value (NAV) is the value of all your fund's assets, minus any
liabilities and the net assets allocated to any outstand ing preferred
shares, divided by the number of outstanding common shares.

Market price is the current trading price of one share of the fund.
Market prices are set by transactions between buyers and sellers on
exchanges such as the American Stock Exchange and the New York Stock
Exchange.

Comparative indexes

JP Morgan Global High Yield Index is an unmanaged index of global
high-yield fixed-income securities.

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

Lehman Government Bond Index is an unmanaged index of U.S. Treasury and
agency securities.

Lehman Municipal Bond Index is an unmanaged index of long-term
fixed-rate investment-grade tax-exempt bonds.

Russell 1000 Growth Index is an unmanaged index of those companies in
the large-cap Russell 1000 Index chosen for their growth orientation.
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Russell 1000 Value Index is an unmanaged index of those companies in the
large-cap Russell 1000 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 in an index.

Lipper is a third-party industry ranking entity that ranks funds
(without sales charges) with similar current investment styles or
objectives as determined by Lipper. Lipper category averages reflect
performance trends for funds within a category and are based on results
at net asset value.

Trustee approval of management contract
General conclusions

The Board of Trustees of the Putnam funds oversees the management of
each fund and, as required by law, determines annually whether to
approve the continuance of each fund's management contract with Putnam
Management. In this regard the Board of Trustees, with the assistance of
its Contract Committee consisting solely of Independent Trustees,
requests and evaluates all information it deems reasonably necessary in
the circumstances. Over the course of several months beginning in March
and ending in June of 2004, the Contract Committee reviewed the
information provided by Putnam Management and other information
developed with the assistance of the Board's independent counsel and
independent staff. The Contract Committee reviewed and discussed key
aspects of this information with all of the Independent Trustees. Upon
completion of this review, the Contract Committee recommended and the
Independent Trustees approved the continuance of your fund's contract,
effective July 1, 2004.

This approval was based on the following conclusions:

* That the fee schedule currently in effect for your fund represents
reasonable compensation in light of the nature and quality of the
services being provided to the fund, the fees paid by competitive funds
and the costs incurred by Putnam Management in providing such service,
and

* That such fee schedule represents an appropriate sharing between fund
shareholders and Putnam Management of such economies of scale as may
exist in the management of the fund at current asset levels.

These conclusions were based on a comprehensive consideration of all
information provided to the Trustees and were not the result of any

single factor. Some of the factors that figured particularly in the

Trustees' deliberations are described below.

Model fee schedules and categories; total expenses

The Trustees, working in cooperation with Putnam Management, have
developed and implemented a series of model fee schedules for the Putnam
funds designed to ensure that each fund's management fee is consistent
with the fees for similar funds in the Putnam complex and compares
favorably with fees paid by competitive funds sponsored by other advisors.
The Trustees reviewed the model fee schedule currently in effect for the
fund, including fee levels and breakpoints, and the assignment of the fund

13
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to a particular fee category under this structure. The Trustees also
reviewed comparative fee and expense information for competitive funds.
The Trustees concluded that no changes should be made in the fund's
current fee schedule at this time. The Trustees noted that expense ratios
for a number of Putnam funds had been increasing recently as a result of
declining net assets and the natural operation of fee breakpoints. They
noted that such expense ratio increases were currently being controlled by
expense limitations implemented in January 2004. They also noted that the
competitive landscape regarding mutual fund fees may be changing as a
result of fee reductions accepted by various other fund groups in
connection with recent regulatory settlements and greater focus on fees
and expenses in the mutual fund industry generally. The Trustees indicated
an intention to monitor these developments closely.

Economies of scale

As noted above, the Trustees concluded that the fee schedule currently
in effect for your fund represents an appropriate sharing of economies
of scale at current asset levels. The Trustees indicated their intention
to continue their ongoing consideration of economies of scale and in
particular to consider further the possible operation of such economies
in the event that a significant recovery in the equity markets or net
fund sales were to raise asset levels substantially above current
levels. In this regard, the Trustees noted that they had reviewed data
relating to the substantial increase in asset levels of the Putnam funds
that occurred during the years leading up to the market peak in 2000,
the subsequent decline in assets and the resulting impact on revenues
and expenses of Putnam Management. The Trustees also noted that recent
declines in net assets in many Putnam funds, together with significant
changes in the cost structure of Putnam Management have altered the
economics of Putnam Management's business in significant ways. The
Trustees concluded that they would monitor these changes carefully and
evaluate the resulting impact on Putnam Management's economics and the
sharing of economies of scale between the parties.

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 the Management Contracts.
The Trustees recognized that a high quality investment process -- as
measured by the experience and skills of the individuals assigned to the
management of fund portfolios, the resources made available to such
personnel, and in general the ability of Putnam Management to attract
and retain high-quality personnel -- does not guarantee favorable
investment results for every fund in every time period. The Trustees
considered the investment performance of each fund over multiple time
periods and considered information comparing the fund's performance with
various benchmarks and with the performance of competitive funds. The
Trustees noted the satisfactory investment performance of many Putnam
funds.

They also noted the disappointing investment performance of certain
funds in recent years and continued to discuss with senior management of
Putnam Management the factors contributing to such under-performance and
actions being taken to improve performance. The Trustees recognized
that, in recent years, Putnam Management has made significant changes in
its investment personnel and processes and in the fund product line in
an effort to address areas of underperformance. The Trustees indicated
their intention to continue to monitor performance trends to assess the
effectiveness of these changes and to evaluate whether additional
remedial changes are warranted. As a general matter, the Trustees
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concluded that consultation between the Trustees and Putnam Management
represents the most effective way to address investment performance
problems. The Trustees believe that investors in the Putnam funds and
their financial advisors have, as a general matter, effectively placed
their trust in the Putnam organization, under the supervision of the
funds' Trustees, to make appropriate decisions regarding the management
of the funds. The Trustees believe that the termination of the
Management Contract and engagement of a new investment adviser for
under-performing funds, with all the attendant disruptions, would not
serve the interests of fund shareholders at this time and would not
necessarily provide any greater assurance of improved investment
performance.

Brokerage and soft-dollar allocations; other benefits

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 principally
benefits related to brokerage and soft-dollar allocations, which pertain
mainly to funds investing in equity securities. The Trustees believe
that soft-dollar credits and other potential benefits associated with
the allocation of fund brokerage represent assets of the funds that
should be used for the benefit of fund shareholders. The Trustees noted
recent trends in the allocation of fund brokerage, including commission
costs, the allocation of brokerage to firms that provide research
services to Putnam Management, and the sources and application of
available soft-dollar credits. Effective December 31, 2003, reflecting a
decision made by the Trustees earlier that year, Putnam Management
ceased allocating brokerage in connection with the sale of fund shares.
In addition, in preparing its budget for commission allocations in 2004,
Putnam Management voluntarily reduced substantially the allocation of
brokerage commissions to acquire research services from third-party
service providers. In light of evolving best practices in the mutual
fund industry, the Trustees concluded that this practice should be
further curtailed and possibly eliminated in the near future. The
Trustees indicated that they would continue to monitor the allocation of
the funds' brokerage to ensure that the principle of "best price and
execution" remains paramount in the portfolio trading process.

Comparison of retail and institutional fee schedules

The information examined by the Trustees as part of the annual contract
reviews included information regarding fees charged by Putnam Management
and its affiliates to institutional clients such as defined benefit
pension plans and college endowments. This information included
comparison of such fees with fees charged to the Putnam funds, as well
as a detailed assessment of the differences in the services provided to
these two types of clients. The Trustees devoted special attention to
these issues and reviewed recent articles by critics of mutual fund
fees, articles by the ICI defending such fee differences, and relevant
guidance provided by decisions of the courts. The Trustees observed, in
this regard, that the differences in fee rates between institutional
clients and mutual funds are by no means uniform when examined by
individual asset sectors, suggesting that differences in the pricing of
investment management services to these types of clients reflects to a
substantial degree historical competitive forces operating in separate
market places. In reaching their conclusions, the Trustees considered
the fact that fee rates across all asset sectors are higher on average
for mutual funds than for institutional clients, and also considered the
differences between the services that Putnam provides to the Putnam
funds and those that it provides to institutional clients of the firm.
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Settlement of regulatory charges related to market timing

Finally, in reaching their conclusions, the Trustees considered all
matters pertinent to the administrative charges filed against Putnam
Management by the SEC and the Commonwealth of Massachusetts in October
2003 relating to market timing, the firm's settlement of those charges,
and the conclusions and recommendations of the Trustees' Audit and
Pricing Committee based on its review of these matters. The Trustees
considered the actions taken by the owner of Putnam Management and its
new senior management to terminate or discipline the individuals
involved, to implement new compliance systems, to indemnify the funds
against all costs and liabilities related to these matters, and
otherwise to ensure that the interests of the funds and their
shareholders are fully protected. The Trustees noted that, in addition
to the settlements of the regulatory charges which will provide
comprehensive restitution for any losses suffered by shareholders, the
new senior management of Putnam Management has moved aggressively to
control expense ratios of funds affected by market timing, to reduce
charges to new investors, to improve disclosure of fees and expenses,
and to emphasize the paramount role of investment performance in
achieving shareholders' investment goals.

Other information for shareholders
Putnam's policy on confidentiality

In order to conduct business with our shareholders, we must obtain
certain personal information such as account holders' addresses,
telephone numbers, Social Security numbers, and the names of their
financial advisors. We use this information to assign an account number
and to help us maintain accurate records of transactions and account
balances. It is our policy to protect the confidentiality of your
information, whether or not you currently own shares of our funds, and
in particular, 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 share this information with outside vendors who provide services to
us, such as mailing and proxy solicitation. In those 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. We may also share this information
with our Putnam affiliates to service your account or provide you with
information about other Putnam products or services. It is also our
policy to share account information with your financial advisor, if
you've listed one on your Putnam account. If you would like
clarification about our confidentiality policies or have any questions
or concerns, please don't hesitate to contact us at 1-800-225-1581,
Monday through Friday, 8:30 a.m. to 7:00 p.m., or Saturdays from 9:00
a.m. to 5:00 p.m. Eastern Time.

Proxy voting

Putnam is committed to managing our mutual 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, 2004, are available on the Putnam Individual Investor Web site,
www.putnaminvestments.com/individual, and on the SEC's Web site,
www.sec.gov. If you have questions about finding forms on the SEC's Web
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site, 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.

Fund portfolio holdings

For periods ending on or after July 9, 2004, 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-Q. Shareholders may
obtain the fund's Forms N-Q on the SEC's Web site at www.sec.gov. In
addition, the fund's Forms N-Q may be reviewed and copied at the SEC's
public reference room in Washington, D.C. You may call the SEC at
1-800-SEC-0330 for information about the SEC's Web site or the operation
of the public reference room.

Report of Independent Registered Public Accounting Firm

To the Trustees and Shareholders of
Putnam Municipal Opportunities Trust

In our opinion, the accompanying statement of assets and liabilities,
including the fund's portfolio, and the related statements of operations
and of changes in net assets and the financial highlights present
fairly, in all material respects, the financial position of Putnam
Municipal Opportunities Trust (the "fund") at April 30, 2005, and the
results of its operations, the changes in its net assets and the
financial highlights for each of the periods indicated, in conformity
with the accounting principles generally accepted in the United States
of America. These financial statements and financial highlights
(hereafter referred to as "financial statements") are the responsibility
of the fund's management; our responsibility is to express an opinion on
these financial statements based on our audits. We conducted our audits
of these financial statements in accordance with the standards of the
Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits, which included
confirmation of investments owned at April 30, 2005 by correspondence
with the custodian and brokers, provide a reasonable basis for opinion.

PricewaterhouseCoopers LLP

Boston, Massachusetts
June 8, 2005

The fund's portfolio
April 30, 2005

Key to Abbreviations

AMBAC AMBAC Indemnity Corporation

Ccop Certificate of Participation

FGIC Financial Guaranty Insurance Company

FNMA Coll. Federal National Mortgage Association Collateralized
FSA Financial Security Assurance

GNMA Coll. Government National Mortgage Association Collateralized
G.0O. Bonds General Obligation Bonds
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IFB Inverse Floating Rate Bonds
MBIA MBIA Insurance Company
PSFG Permanent School Fund Guaranteed
U.S. Govt. Coll. U.S. Government Collateralized
VRDN Variable Rate Demand Notes
XLCA XL Capital Assurance

Municipal bonds and notes (156.8%) (a)
Principal amount Rating (RAT)

Alabama (3.5%)

$7,000,000 Jefferson Cnty., Swr. Rev. Bonds,
Ser. D, FGIC, 5 3/4s, 2/1/27 AAA

Arizona (2.0%)

750,000 AZ Hlth. Fac. Auth. Hosp. Syst.

Rev. Bonds (John C. Lincoln Hlth.

Network), 6 3/8s, 12/1/37 BBB
950,000 Casa Grande, Indl. Dev. Auth.

Rev. Bonds (Casa Grande Regl. Med.

Ctr.), Ser. A, 7 5/8s, 12/1/29 B-/P
475,000 Cochise Cnty., Indl. Dev. Auth.

Rev. Bonds (Sierra Vista Cmnty.

Hosp.), Ser. A, 6 3/4s, 12/1/26 BB+/P
500,000 Pima Cnty., Indl Dev. Auth.

Rev. Bonds (Horizon Cmnty. Learning

Ctr.), 5.05s, 6/1/25 BBB-—

1,300,000 Scottsdale, Indl. Dev. Auth.
Rev. Bonds (Westminster Village),
7 7/8s, 6/1/09 AAA/P

Arkansas (2.1%)

2,310,000 AR Dev. Fin. Auth. Rev. Bonds,

Ser. D, GNMA/FNMA Coll., 3s, 1/1/24 AAA
1,000,000 Independence Cnty., Poll. Control

Rev. Bonds (Entergy, Inc.), 5s,

1/1/21 A-
1,000,000 Northwest Regl. Arpt. Auth.
Rev. Bonds, 7 5/8s, 2/1/27 BB/P

California (23.7%)

4,000,000 CA G.O. Bonds, 5s, 5/1/22 A
CA State G.O. Bonds

500,000 5 1/8s, 4/1/23 A

750,000 5.1s, 2/1/34 A

CA State Dept. of Wtr. Resources
Rev. Bonds, Ser. A

2,000,000 6s, 5/1/15 A2
2,000,000 AMBAC, 5 1/2s, 5/1/16 RAaa
1,000,000 CA State Econ. Recvy. G.O. Bonds,

Ser. A, b5s, 7/1/16 Aa3

1,810,000 CA State Public Wks. Board
Rev. Bonds (Dept. of Hlth. Svcs.
Richmond Laboratory), Ser. B,

Form N-CSR

Value

820, 980

1,015,047

487,968

502,875

1,331,304

2,351,603

1,020,880

1,137,510

4,248,840
529,860
768,188

2,274,060

2,230,240

1,069,820
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1,750,000

4,000,000

1,475,000

3,000,000

2,000,000

5,000,000

6,000,000
6,000,000
2,500,000

790,000

1,300,000

Colorado (4.9%)

XLCA, 5s, 11/1/22

CA Statewide Cmnty. Dev. Auth. COP
(The Internext Group), 5 3/8s,
4/1/30

Chula Vista COP, MBIA, 5s, 8/1/32
Gilroy, Rev. Bonds (Bonfante Gardens
Park), 8s, 11/1/25

Metropolitan Wtr. Dist. IFB
(Southern CA Waterworks), 9.005s,
8/10/18

Sacramento, City Unified School
Dist. G.O. Bonds (Election 1999),
Ser. D, FSA, 5s, 7/1/28

San Bernardino Cnty., COP (Med. Ctr.
Fin.), Ser. A, MBIA, 6 1/2s, 8/1/17
San Diego Cnty., COP, AMBAC

5.485s, 9/1/12

5.36s, 9/1/07

San Jose, Redev. Agcy. Tax Alloc.
Bonds (Merged Area Redev. Project),
MBIA, 5s, 8/1/32

Sunnyvale, Cmnty. Fac. Dist. Special
Tax Rev. Bonds, 7.65s, 8/1/21
Vallejo, COP (Marine World
Foundation), 7.2s, 2/1/26

Aaa

BBB-

Aaa

D/P

AA+

Aaa

Aaa

Aaa

Aaa

Aaa

BB-/P

BBB-/P

1,927,107

1,752,975

4,178,920

1,131,015

4,084,650

2,105,200

6,086,200

6,852,240

6,368,880

2,582,300

834,232

1,369,966

10,000,000

Delaware (0.7%)

Denver, City & Cnty. Arpt.
Rev. Bonds, Ser. A, MBIA, 5.7s,
11/15/25

Aaa

10,353,500

1,500,000

GMAC Muni. Mtge. Trust 144A sub.
notes, Ser. Al-2, 4.9s, 10/31/39

District of Columbia (9.1%)

12,450,000

5,550,000

Florida (1.8%)

DC G.0. Bonds, Ser. A, 6s, 6/1/26
(SEG)

DC Wtr. & Swr. Auth. Pub. Util.
Rev. Bonds, FGIC, 5s, 10/1/28

A2

Aaa

13,487,708

5,785,653

1,000,000

600,000

1,965,000

Lee Cnty., Indl. Dev. Auth.

Rev. Bonds (Alliance Cmnty.
Project), Ser. C, 5 1/2s, 11/15/29
Miami Beach, Hlth. Fac. Auth. Hosp.
Rev. Bonds (Mount Sinai Med. Ctr.),
Ser. A, 6.8s, 11/15/31

St. Lucie Cnty., School Board COP
(Master Lease), Ser. A, FSA, 5s,
7/1/26

BBB-

BB+

Aaa

1,003,780

657,558

2,075,728

3,737,066
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Georgia (6.2%)

3,000,000

4,000,000

1,500,000

1,400,000

1,180,000

1,500,000

Hawaii (0.4%)

Atlanta, Arpt. Rev. Bonds, Ser. B,
FGIC, 5 5/8s, 1/1/30

Atlanta, Wtr. & Waste Wtr.

Rev. Bonds, FSA, b5s, 11/1/24

Burke Cnty., Poll. Control Dev.
Auth. Mandatory Put Bonds (GA Power
Co.), 4.45s, 1/28/08

Effingham Cnty., Indl. Dev. Auth.
Rev. Bonds (Pacific Corp.), 6 1/2s,
6/1/31

Rockdale Cnty., Dev. Auth. Solid
Waste Disp. Rev. Bonds (Visay Paper,
Inc.), 7.4s, 1/1/16

Savannah, Econ. Dev. Auth. Poll.
Control Rev. Bonds (Intl. Paper
Co.), Ser. A, 5.1s, 8/1/14

Aaa

Aaa

A2

Ba3

B+

Baa2

3,177,570

4,254,800

1,557,180

1,472,702

1,198,892

1,588,275

815,000

Illinois (4.7%)

HI State Hsg. Fin. & Dev. Corp.
Rev. Bonds, Ser. A, FNMA Coll.,
5 3/4s, 7/1/30

Aaa

824,071

2,000,000

5,790,000

1,770,000

Chicago, G.O. Bonds, Ser. A, FSA,
5s, 1/1/25

IL Hsg. Dev. Auth. Multi-Fam. Hsg.
Rev. Bonds, Ser. 91-A, 8 1/4s,
7/1/16

Metropolitan Pier & Exposition Auth.
Rev. Bonds (McCormack Place
Expansion Project), MBIA, S5s,
12/15/28

Al

Aaa

2,110,560

6,074,405

1,845,402

2,000,000

3,000,000

1,000,000

2,695,000

2,100,000

2,500,000

1,300,000

Carmel Clay, Indl. Parks Bldg. Corp.
Rev. Bonds, MBIA, 5s, 1/15/26
Fairfield, School Bldg. Corp. Ind.
Rev. Bonds, FGIC, 5s, 7/15/24

GCS School Bldg. Corp. Rev. Bonds
(First Mtg.), FSA, 5s, 7/15/26

IN Hlth. Fac. Fin. Auth. Rev. Bonds
(Cmnty. Hosp.), Ser. A, AMBAC, 5s,
5/1/24

IN State Dev. Fin. Auth. Env. Impt.
Rev. Bonds (USX Corp.), 5.6s,
12/1/32

Indianapolis, Arpt. Auth. Rev. Bonds
(Federal Express Corp.), 5.1ls,
1/15/17

Rockport, Poll. Control Mandatory
Put Bonds (Indiana Michigan Pwr.
Co.), Ser. C, 2 5/8s, 10/1/06

AAA

AAA

AAA

Aaa

Baal

Baa2

Baa2

2,113,180

3,175,410

1,048,500

2,837,970

2,200,422

2,639,750

1,287,650
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15,302,882

Iowa (0.6%)
985,000 IA Fin. Auth. Hlth. Care Fac.
Rev. Bonds (Care Initiatives),
9 1/4s, 7/1/25 BBB-/P 1,199,868

1,600,000 LA Local Govt. Env. Fac. Cmnty. Dev.

Auth. Rev. Bonds (Hlth. Care - St.

James Place), Ser. A, 7s, 11/1/20 B-/P 1,568,944
2,000,000 Port of New Orleans, Indl. Dev.

Rev. Bonds (Continental Grain Co.),

7 1/2s, 7/1/13 BB- 2,046,720

Maine (0.3%)
600,000 Rumford, Solid Waste Disp.
Rev. Bonds (Boise Cascade Corp.),
6 7/8s, 10/1/26 Bal 640,554

Massachusetts (4.2%)

MA State Hlth. & Edl. Fac. Auth.
Rev. Bonds
1,875,000 (UMass Memorial), Ser. C, 6 1/2s,

7/1/21 Baaz 2,029,575
1,300,000 (Berkshire Hlth. Syst.), Ser. E,

6 1/4s, 10/1/31 BBB+ 1,393,873
1,800,000 (Hlth. Care Syst. Covenant Hlth.),

Ser. E, 6s, 7/1/31 A- 1,955,214
3,400,000 MA State Hsg. Fin. Agcy. Rev. Bonds,

Ser. 53, MBIA, 6.15s, 12/1/29 RAaa 3,534,946

8,913,608

Michigan (4.3%)

4,500,000 Detroit, G.O. Bonds, Ser. A, FGIC,

5s, 7/1/30 Raa 4,648,905

500,000 MI Higher Ed. Fac. Auth.

Rev. Bonds (Kalamazoo College),

5 1/2s, 12/1/18 Al 547,555
1,000,000 MI State Hosp. Fin. Auth. Rev. Bonds

(Oakwood Hosp.), Ser. A, 5 3/4s,

4/1/32 A2 1,059,160
1,650,000 MI State Strategic Fund, Ltd.

Rev. Bonds (Worthington Armstrong

Venture), U.S. Govt. Coll., 5 3/4s,

10/1/22 AAA/P 1,907,912

1,000,000 Midland Cnty., Econ. Dev. Corp.
Rev. Bonds, 6 3/4s, 7/23/09 Ba3 1,036,680
9,200,212

3,000,000 Cohasset, Poll. Control Rev. Bonds
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(Allete, Inc.), 4.95s, 7/1/22 A 3,057,360

Mississippi (0.8%)
1,000,000 Mississippi Bus. Fin. Corp. Poll.
Control Rev. Bonds (Syst. Energy
Resources, Inc.), 5.9s, 5/1/22 BBB- 1,023,040
580,000 MS Bus. Fin. Corp. Poll. Control
Rev. Bonds (Syst. Energy Resources,
Inc.), 5 7/8s, 4/1/22 BBB- 586,102

Missouri (2.2%)
1,750,000 Cape Girardeau Cnty., Indl. Dev.
Auth. Hlth. Care Fac. Rev. Bonds
(St. Francis Med. Ctr.),
Ser. A, 5 1/2s, 6/1/16 A 1,889,458
2,500,000 MO State Hlth. & Edl. Fac. Auth.
Rev. Bonds (Washington U.), Ser. A,
5s, 2/15/33 AAA 2,611,150
250,000 MO State Hlth. & Edl. Fac. Auth.
VRDN (Christian Brothers), Ser. A,
3.10s, 10/1/32 A-1+ 250,000

1,075,000 Forsyth, Poll. Control Mandatory Put
Bonds (Avista Corp.), AMBAC, 5s,
12/30/08 RAaa 1,127,568

Nevada (4.5%)

3,505,000 Clark Cnty., G.O. Bonds (Pk. & Regl.

Justice Ctr.), FGIC, 5 5/8s, 11/1/19 Aaa 3,844,144
5,000,000 Clark Cnty., Arpt. Rev. Bonds,
Ser. A-2, FGIC, 5 1/8s, 7/1/26 RAaa 5,293,750

Henderson, Local Impt. Dist. Special
Assmt. (No. T-16)

200,000 5 1/8s, 3/1/25 BB-/P 198,142
310,000 5.1s, 3/1/21 BB-/P 308,977
9,645,013

New Hampshire (1.8%)
NH Higher Ed. & Hlth. Fac. Auth.
Rev. Bonds
1,450,000 (Riverwoods at Exeter), Ser. A,

6 1/2s, 3/1/23 BB+/P 1,487,715

1,250,000 (NH College), 6 3/8s, 1/1/27 BBB- 1,296,513
950,000 NH State Bus. Fin. Auth. Poll.

Control Rev. Bonds, 3 1/2s, 7/1/27 Baa?2 935,779

3,720,007

New Jersey (5.8%)

3,490,000 Casino Reinvestment Dev. Auth.
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1,000,000

1,500,000
2,000,000

500,000

1,840,000

1,150,000

Rev. Bonds, Ser. A, MBIA, 5 1/4s,
6/1/18

Newark, Hsg. Auth. Rev. Bonds (Port
Auth. Newark Marine Terminal), MBIA,
5 1/4s, 1/1/20

NJ Econ. Dev. Auth. Rev. Bonds
(Cigarette Tax), 5 3/4s, 6/15/29
(Motor Vehicle), Ser. A, MBIA, 5s,
7/1/27

NJ State Ed. Fac. Auth. Rev. Bonds
(Stevens Inst. of Tech.), Ser. C,

5 1/8s, 7/1/22

NJ State Edl. Fac. Auth. Rev. Bonds
(Rowan U.), Ser. C, MBIA, 5s, 7/1/23
Tobacco Settlement Fin. Corp.

Rev. Bonds, 6 3/4s, 6/1/39

New Mexico (0.4%)

Aaa

AAA

Baa2

Aaa

Baal

Aaa

BBB

3,833,521

1,095,260

1,591,605

2,114,260

524,595

1,979,840

1,220,346

820,000

New York (10.1%)

Farmington, Poll. Control Mandatory
Put Bonds (Pub. Svc. San Juan),
Class B, 2.1s, 4/1/06

Baa2

810,824

1,000,000

1,000,000

500,000

3,000,000

1,000,000

500,000

850,000

750,000

2,100,000

700,000

1,500,000

2,000,000

2,000,000

800,000

Buffalo, G.0O. Bonds, Ser. D, FGIC,

5 1/2s, 12/15/13

Long Island, Pwr. Auth. NY Elec.
Syst. Rev. Bonds, Ser. A, 5 3/4s,
12/1/24

Niagara Cnty., Indl. Dev. Agcy.

Rev. Bonds, Ser. C, 5 5/8s, 11/15/24
NY City, G.O. Bonds, Ser. C, 5 1/4s,
8/1/11

NY City, City Transitional Fin.
Auth. Rev. Bonds, AMBAC, 5 1/4s,
8/1/15

NY City, Hsg. Dev. Corp. Rev. Bonds,
Ser. A, FGIC, 5s, 7/1/25

NY City, Indl. Dev. Agcy. Rev. Bonds
(Liberty-7 World Trade Ctr.),

Ser. A, 6 1/4s, 3/1/15

(Brooklyn Navy Yard Cogen.
Partners), 6.2s, 10/1/22

NY City, Indl. Dev. Agcy. Special
Arpt. Fac. Rev. Bonds (Airis JFK I
LLC), Ser. A, 5 1/2s, 7/1/28

NY City, Indl. Dev. Agcy. Special
Fac. Rev. Bonds (British Airways),

5 1/4s, 12/1/32

NY Cntys., Tobacco Trust III

Rev. Bonds, 6s, 6/1/43

NY State Dorm. Auth. Rev. Bonds,
Ser. A, 5 1/2s, 3/15/13

NY State Energy Research & Dev.
Auth. Gas Fac. Rev. Bonds (Brooklyn
Union Gas), 6.952s, 7/1/26

Onondaga Cnty., Indl. Dev. Agcy.
Rev. Bonds (Solvay Paperboard, LLC),
7s, 11/1/30 (acquired 6/30/04, cost

A3

BBB

Al

Aaa

Aaa

B-/P

BBB-

Baa3

Baz

Baa2

A+

1,120,270

1,085,000

537,310

3,288,390

1,104,300

531,075

873,146

785,078

2,108,526

598,808

1,525,815

2,265,460

2,121,660
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$827,862) (RES) BB-/P 848,792
2,500,000 Triborough Bridge & Tunnel Auth.
Rev. Bonds, Ser. A, 5s, 1/1/32 Aa3 2,588,525

North Carolina (0.8%)
1,500,000 NC State Muni. Pwr. Agcy. Rev. Bonds
(No. 1, Catawba Elec.), Ser. B,
6 1/2s, 1/1/20 A3 1,690,080

Ohio (5.4%)

5,700,000 Cleveland, Muni. School Dist. G.O.

Bonds, FSA, b5s, 12/1/27 Raa 6,018,915
1,355,000 Field, Local School Dist. G.O. Bonds

(School Fac. Construction & Impt.),

AMBAC, 5s, 12/1/25 Aaa 1,444,403
1,000,000 Montgomery Cnty., Hosp. Rev. Bonds

(Kettering Med. Ctr.), 6 3/4s,

4/1/22 A2 1,095,000

500,000 OH State Wtr. Dev. Auth. Poll.

Control Fac. Mandatory Put Bonds (OH

Edison Co.), Ser. A, 2 1/4s, 6/1/05 Baal 499,870
2,165,000 Rickenbacker, Port Auth. Rev. Bonds

(OASBO Expanded Asset Pooled),

Ser. A, 5 3/8s, 1/1/32 A2 2,392,693

Oklahoma (0.5%)
950,000 OK Dev. Fin. Auth. Rev. Bonds
(Hillcrest Hlth. Care Syst.),
Ser. A, U.S. Govt. Coll., 5 5/8s,
8/15/29 AAA 1,051,726

Pennsylvania (9.0%)

5,000,000 Allegheny Cnty., Hosp. Dev. Auth.

Rev. Bonds (Pittsburgh Mercy Hlth.

Syst. ), AMBAC, 5 5/8s, 8/15/26 Raa 5,167,750
1,350,000 Beaver Cnty., Indl. Dev. Auth. Poll.

Control Mandatory Put Bonds

(Cleveland Elec.), 3 3/4s, 10/1/08 Baa?2 1,350,392

800,000 Carbon Cnty., Indl. Dev. Auth.

Rev. Bonds (Panther Creek Partners),

6.65s, 5/1/10 BBB- 863,456
4,000,000 Hempfield, Area School Dist. G.O.

Bonds (Westmoreland Cnty.), Ser. A,

FGIC, 5 1/4s, 3/15/21 AAA 4,416,720
1,500,000 Lancaster Cnty., Hosp. Auth.

Rev. Bonds (Gen. Hosp.), 5 1/2s,

3/15/26 A 1,587,420
1,000,000 Lehigh Cnty., Gen. Purpose Auth.

Rev. Bonds (Lehigh Valley Hosp.

Hlth. Network), Ser. A, 5 1/4s,

7/1/32 A2 1,035,780

PA State Econ. Dev. Fin. Auth.

Resource Recvy. Rev. Bonds (Colver)
3,000,000 Ser. E, 8.05s, 12/1/15 BBB-/P 3,066,540
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100,000
1,450,000

Ser. D, 7.15s, 12/1/18

Sayre, Hlth. Care Fac. Auth.

Rev. Bonds (Guthrie HIlth.), Ser. A,
5 7/8s, 12/1/31

Rhode Island (0.1%)

200,000

South Carolina

Tobacco Settlement Fin. Corp.
Rev. Bonds, Ser. A, 6 1/4s, 6/1/42

BBB-

102,140

1,543,221

750,000

1,250,000

5,000,000

3,000,000

2,460,000

1,000,000

Lexington Cnty. Hlth. Svecs. Dist.
Inc. Hosp. Rev. Bonds, 5 1/2s,
5/1/37

SC Jobs Econ. Dev. Auth. Hosp. Fac.
Rev. Bonds (Palmetto Hlth.
Alliance), Ser. C, 6s, 8/1/20

SC State Pub. Svcs. Auth.

Rev. Bonds, Ser. A, AMBAC, 5s,
1/1/29

SC Tobacco Settlement Rev. Mgt.
Rev. Bonds, Ser. B, 6 3/8s, 5/15/30
SC Trans. Infrastructure Bk.

Rev. Bonds, Ser. A, AMBAC, 5s,
10/1/27

Spartanburg Cnty., Solid Waste Disp.

Rev. Bonds (BMW Project), 7.55s,
11/1/24

South Dakota (0.2%)

450,000

Tennessee (1.5%

SD Edl. Enhancement Funding Corp.
Rev. Bonds, Ser. B, 6 1/2s, 6/1/32

)

A2

Baal

Aaa

BBB

Aaa

Al

799,245

1,370,613

5,254,200

3,148,740

2,611,561

1,037,420

2,750,000

Johnson City, Hlth. & Edl. Fac.
Board Hosp. Rev. Bonds (Mountain
States Hlth.), Ser. A, 7 1/2s,
7/1/33

BBB+

3,277,973

1,000,000

12,000,000

2,020,000

2,345,000

750,000

Alliance, Arpt. Auth. Rev. Bonds
(American Airlines, Inc.), 7 1/2s,
12/1/29

Bexar Cnty., Hlth. Fac. Dev. Corp.
Rev. Bonds (St. Luke's Hlth.
Syst.), FSA, 6.1s, 11/15/23
Edgewood, Indpt. School Dist. Bexar
Cnty. G.O. Bonds, Ser. A, PSFG, 5s,
2/15/26

El Paso, Indpt. School Dist. G.O.

Bonds, Ser. A, PSFG, 5 1/4s, 8/15/21

Gateway, Pub. Fac. Corp. Rev. Bonds
(Stonegate Villas Apt.), FNMA Coll.,
4.55s, 7/1/34

Caa?2

Aaa

Aaa

AAA

Aaa

785,500

12,431,040

2,122,374

2,558,841

779,003
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610,000 Harris Cnty., Hlth. Fac. Dev. Corp.
Hosp. Rev. Bonds (Memorial Hermann
Hlth. Care Syst.), Ser. A, 5 1/4s,

12/1/18 A2 658,050
3,185,000 McKinney, Indpt. School Dist. G.O.

Bonds, PSFG, 5 1/4s, 2/15/20 Aaa 3,488,244
2,000,000 San Antonio Wtr. Rev. Bonds, Ser. A,

FSA, 5s, 5/15/32 Raa 2,069,420

1,280,000 Snyder, Indpt. School Dist. G.O.
Bonds (School Bldg.), AMBAC,

5 1/4s, 2/15/25 AAA 1,380,416
2,000,000 Tomball, Hosp. Auth. Rev. Bonds
(Tomball Regl. Hosp.), 6s, 7/1/29 Baa3 2,020,280

2,000,000 Salt Lake City, Hosp. Rev. Bonds,
AMBAC, 6 3/4s, 5/15/20 AAA 2,004,940

Virginia (3.3%)
500,000 Fredericksburg, Indl. Dev. Auth.

Rev. Bonds (Medicorp Hlth. Syst.),

Ser. B, 5 1/8s, 6/15/33 A3 509,970
2,500,000 Front Royal & Warren Cnty., Indl.

Dev. Auth. Lease Rev. Bonds (School

Cap. Impt.), Ser. B, FSA, 5s,

4/1/29 RAaa 2,616,975
1,000,000 Henrico Cnty. Econ. Dev. Auth.

Rev. Bonds (United Methodist),

Ser. A, 6.7s, 6/1/27 BB+/P 1,060,960
2,500,000 VA College Bldg. Auth. Rev. Bonds

(Washington and Lee U.), MBIA,

5 1/4s, 1/1/26 Raa 2,886,450

Washington (5.7%)

4,000,000 Chelan Cnty. Dev. Corp. Rev. Bonds

(Alcoa), 5.85s, 12/1/31 A2 4,135,560
2,250,000 King Cnty., G.O. Bonds, Ser. C,

6 1/4s, 1/1/32 Aal 2,409,390
1,260,000 Tobacco Settlement Auth. of WA

Rev. Bonds, 6 1/2s, 6/1/26 BBB 1,318,225
4,000,000 WA State G.O. Bonds (Motor Vehicle

Fuel), Ser. B, MBIA, 5s, 7/1/24 Aaa 4,244,120

500,000 Marshall Cnty., Poll. Control VRDN

(OH Pwr. Co.), Ser. E, 3.04s, 6/1/22 VMIG1 500,000

1,300,000 Princeton, Hosp. Rev. Bonds (Cmnty.
Hosp. Assn., Inc.), 6.ls, 5/1/29 B2 1,037,101
1,537,101

Wisconsin (3.7%)
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Badger Tobacco Settlement

Asset Securitization Corp.

Rev. Bonds
2,600,000 7s, 6/1/28 BBB 2,760,238
2,500,000 6 3/8s, 6/1/32 BBB 2,556,150
2,400,000 WI State Hlth. & Edl. Fac. Auth.

Rev. Bonds (Wheaton Franciscan),

5 3/4s, 8/15/30 A2 2,562,180

Total Investments
(cost $317,757,928) $333,189,108

(a) Percentages indicated are based on net asset value of $212,505,255.

(RAT) The Moody's or Standard & Poor's ratings indicated are believed to
be the most recent ratings available at April 30, 2005 for the
securities listed. Ratings are generally ascribed to securities at the
time of issuance. While the agencies may from time to time revise such
ratings, they undertake no obligation to do so, and the ratings do not
necessarily represent what the agencies would ascribe to these
securities at April 30, 2005. Securities rated by Putnam are indicated
by "/P". Ratings are not covered by the Report of Independent Registered
Public Accounting Firm. Security ratings are defined in the Statement of
Additional Information.

(SEG) A portion of this security was pledged and segregated with the
custodian to cover margin requirements for futures contracts at April
30, 2005.

(RES) Restricted, excluding 144A securities, as to public resale. The
total market value of restricted securities held at

April 30, 2005 was $848,792 or 0.4% of net assets.

144A after the name of a security represents those exempt from
registration under Rule 144A of the Securities Act of 1933. These
securities may be resold in transactions exempt from registration,
normally to qualified institutional buyers.

The rates shown on VRDN and Mandatory Put Bonds are the current interest
rates at April 30, 2005.

The dates shown on Mandatory Put Bonds are the next mandatory put dates.

The rates shown on IFB, which are securities paying interest rates that
vary inversely to changes in the market interest rates, are the current
interest rates at April 30, 2005.

The fund had the following industry group concentrations greater than
10% at April 30, 2005
(as a percentage of net asset wvalue):

Health care 29.9%
Utilities 15.9
Transportation 15.2
Water and sewer 13.3

The fund had the following insurance concentrations greater than 10% at
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April 30, 2005
(as a percentage of net asset value):

MBIA 22.0%
FGIC 18.5
AMBAC 18.1
FSA 15.1

Futures contracts outstanding at April 30, 2005

Number of Expiration Unrealized
contracts Value date depreciation
U.S. Treasury Note
10 yr (Short) 75 $8,356, 641 Jun-05 $(28,263)

The accompanying notes are an integral part of these financial
statements.

Statement of assets and liabilities
April 30, 2005

Assets

Investment in securities, at value (identified cost

$317,757,928) (Note 1): $333,189,108
Cash 235,159
Interest and other receivables 5,512,932
Receivable for securities sold 90,000
Receivable for variation margin (Note 1) 18,750
T