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INVESTMENTS

Pioneer Funds — European Potential improved
performance over the fourth quarter of the year and posted
benchmark-comparable returns. The Portfolio returned
2.5% (Class A, non-distributing, EUR units), while its
benchmark, the MSCI Europe Small Cap Index, returned
2% over the same period. Over 2009 as a whole the
Portfolio lagged its benchmark but still posted positive
returns in absolute terms of 28.7%.

At macroeconomic level, after falling back in October,
European equity markets had a strong start to November
until mid-month when the market retracted and finished
slightly up. This volatile side-way pattern has continued
from the start of October. The decline in share prices mid-
month was partly driven by renewed fear on the back of
sovereign debt risk in Greece and Dubai World. Economic
data was mixed, manufacturing indicators show signs of
topping out and unemployment is still rising. Markets have
been driven by the good results season and a reduction in
risk aversion.

Over the month of December concerns about Greece’s
economy continued as rating agencies put the country on
negative credit watch. Fitch credit rating agency cut
Greece's rating to a 10-year low, which saw Greek shares
slump as a result. Additionally, the ratings agency Standard
& Poor's cut Spain’s credit outlook from stable to negative.
Although this news shook European markets, they
recovered later in the month and ended the year with the
biggest annual gain since 1999, as confidence grew that the
economy is recovering from recession.

Our relative outperformance over the fourth quarter of the
year is primarily attributable to successful stock selection
decisions, which accounted for over 150 basis points of
positive contribution.

At sector level, stock selection within the Financials sector
was the greatest contributor to relative performance over
the period. Avoiding laggard names held in the
benchmark, in addition to underweighting our exposure to
the sector as a whole, accounted for almost 100 basis points
of outperformance over the quarter. Within the Insurance
industry in particular, our position in Sweden-based
Storebrand rewarded after reporting very strong third-
quarter results.
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Elsewhere, our investments within Materials were also a
significant contributor to relative performance. Vedanta
Resources, a company which mines and processes metals,
rewarded over the quarter after reporting results that were
in line with expectations. We believe that the company is
well positioned with an impressive pipeline of organic
growth projects and that share prices should remain strong
as they continue production of their new projects and as
commodity prices recover.

Finally, in terms of key positive contributors, our
investments within Industrials, particularly Capital Goods,
proved beneficial over the quarter, with names such as
Cardo (Sweden-based international engineering group)
and Centrotherm Photovoltaics (a company which
manufactures equipment used to produce solar cells)
generating outperformance.

On the negative side, unsuccessful stock selection within
Consumer Discretionary and Energy detracted and held
back some relative performance over the period.

With regards to outlook, we acknowledge a recovery in
economic data and believe that continued government
stimulus packages and monetary policy should sustain
economic recovery in the short term. However, we remain
cautious and acknowledge growth will remain nominal due
to the many external drivers of the recovery, such as
stimulus packages. Valuation levels are at broadly fair value
so we continue to favour stocks with strong balance sheets
and cash generation. Additionally, the low interest rate
environment should be beneficial for equities.

Important Information

Unless otherwise stated all information contained in this document is from
Pioneer Investments and is as at 31 December 2009.

Pioneer Funds - European Potential is a sub-fund (the “Sub-Fund”) of Pioneer
Funds (the “Fund”), a fonds commun de placement with several separate sub-
funds established under the laws of the Grand Duchy of Luxembourg.

The Sub-Fund is actively managed, and current holdings may be different.
References to individual stocks should not be taken as an investment
recommendation to buy or sell any particular stock.
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Performance figures are in euro. Performance data provided refers to Class A non-
distributing units only, and is based upon NAV net of fees. For details of other unit
Classes available, please refer to the prospectus.

Past performance does not guarantee and is not indicative of future results.
Unless otherwise stated, all views expressed are those of Pioneer Investments.
These views are subject to change at any time based on market and other
conditions and there can be no assurances that countries, markets or sectors will
perform as expected. Investments involve certain risks, including political and
currency risks. Investment return and principal value may go down as well as up
and could result in the loss of all capital invested. More recent returns may be
different than those shown. Please contact your local sales representative for
more current performance results.

This material is not a prospectus and does not constitute an offer to buy ora
solicitation to sell any units of the Fund or any services, by or to anyone in any
jurisdiction in which such offer or solicitation would be unlawful or in which the
person making such offer or solicitation is not qualified to do so or to anyone to
whom it is unlawful to make such offer or solicitation. For additional information
on the Fund, a free prospectus should be requested from Pioneer Global
Investments Limited (“PGIL”), 1 George’s Quay Plaza, George’s Quay, Dublin 2,
Ireland. Call +353 1 480 2000 Fax +353 1 449 5000.

This information is not for distribution and does not constitute an offer to sell or
the solicitation of any offer to buy any securities or services in the United States or
in any of its territories or possessions subject to its jurisdiction to or for the benefit
of any United States person (being residents and citizens of the United States or
partnerships or corporations organized under United States laws). The Fund has
not been registered in the United States under the Investment Company Act of
1940 and units of the Fund are not registered in the United States under the
Securities Act of 1933. This document is not intended for and no reliance can be
placed on this document by retail clients, to whom the document should not be
provided.

This content of this document is approved by PGIL. In the UK, it is directed at
professional clients and not at retail clients and it is approved for distribution by
Pioneer Global Investments Limited (London Branch), 123 Buckingham Palace
Road, London SW1W 9SL, authorised by the Financial Regulator in Ireland and
regulated by the Financial Services Authority for the conduct of UK business. The
Fund is an unregulated collective investment scheme under the UK Financial
Services and Markets Act 2000 and therefore does not carry the protection
provided by the UK regulatory system.

Pioneer Funds Distributor, Inc., 60 State Street, Boston, MA 02109 (“PFD”), a
U.S.-registered broker-dealer, provides marketing services in connection with the
distribution of Pioneer Investments’ products. PFD markets these products to
financial intermediaries, both within and outside of the U.S. (in jurisdictions
where permitted to do so) for sale to clients who are not United States persons.
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Pioneer Investments is a trading name of the Pioneer Global Asset Management
S.p.A. group of companies.

Date of First Use 15 January 2010.
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