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INVESTMENTS 

Review 
Over the first quarter of 2010, Pioneer Funds – European 
Research performed broadly in line with its benchmark, 
the MSCI Europe Index. The Portfolio was up 3.99% over 
the period (Class A, non-distributing, EUR units), while its 
benchmark posted gains of 4.12%.  
 
At macroeconomic level, European stocks gained over 
March and reached an 18-month high on 23 March as 
European leaders backed the International Monetary Fund 
and agreed to provide €22 billion in aid for debt-laden 
Greece. The outlook for earnings growth improved on the 
back of favourable indications from company balance 
sheets and that boosted global markets to new highs at the 
end of the quarter. A sign of confidence comes from the 
outperformance of cycle-sensitive economic sectors: these 
include the Consumer Discretionary sector, which has 
benefited from better-than-expected data on the American 
economy, particularly on the labour market, with positive 
implications for the demand for consumer goods. 
However, most European stocks declined and slightly 
pared earlier gains on the back of mixed economic news at 
month end. Standard & Poor’s cut Iceland’s local currency 
credit ratings, renewing fears that worsening government 
finances may curb the economic recovery. Additionally, 
companies fell back after US jobs data was unexpectedly 
cut in March. 
 
There was no lack of volatility during the first quarter of 
2010, with periods of elevated risk aversion. After pushing 
higher into mid-January, there was a sharp pull back until 
8 February on sovereign-debt fears and general concern 
about the strength of the recovery. Equities rallied through 
the rest of the period, although it took until mid-March 
before they regained the highs seen in January. They ended 
the period at new highs in this cycle, thus potentially 
moving out of the consolidation phase that had been 
evident between mid-October 2009 and early March. It is 
hard to say if this trend will continue or if we will see a 
pullback into the trading range of the past few months.  
 
Problems in Greece dominated news flow in Europe and 
especially in relation to the euro. The euro strengthened 
towards the end of the quarter, however, as EU leaders and 
the IMF agreed to provide aid to Greece if the country 

cannot raise the money elsewhere. Yields on Greek 
government bonds fell slightly, reflecting the fact that 
investors view them as slightly less risky following the deal. 
 
Central banks started easing off the gas and began 
implementing, or at least signposting, exit strategies 
despite still mixed data, especially on the consumer front, 
ongoing sovereign-debt worries and waning growth 
momentum in certain areas. The US and eurozone are still 
more concerned with growth and will likely wait for 
further evidence of progress before starting to normalise 
monetary policy. Economic growth in the eurozone was a 
lower-than-expected 0.1% (q-o-q) in the fourth quarter of 
2009, down from 0.4% in Q3. The figure for the full year 
was -4%. The French economy remained strong (0.6%), 
with Germany flat and Italy (-0.2%) and Spain (-0.1%) 
contracting. However, despite a blip in February, the Ifo 
reading of German business sentiment maintained the 
upward trajectory that it has been on since last March.  
 

Performance Analysis  
Looking at the structure of Pioneer Funds – European 
Research, we benefited particularly from investments 
within Energy, Health Care, Industrials, Materials and 
Telecommunications Services. Conversely, we lost some 
relative performance within the Consumer Discretionary, 
Consumer Staples, Financials, Information Technology 
and Utilities sectors.  
 
Within Energy, France-based Technip proved positive for 
relative performance, after the business announced its 
highest ever recorded margin – an encouraging sign that 
onshore business has turned a corner in terms of delivery. 
Our investment case focussed on an improvement in 
margins so we are on track to deliver this element of the 
investment case. 
 
Fresenius Medical Care within the Health Care sector 
released a solid set of Q4 2009 results over the period. The 
company generated steady organic growth, ahead of 
market expectations. The investment attractions of 
Fresenius Medical Care’s defensive top-line growth 
coupled with underappreciated margin opportunity from 
bundled payments remain intact. 
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Within Pharmaceuticals, Biotechnology & Life Sciences, 
our position in Shire also rewarded. The company 
announced strong results for Q4 2009 during the period, 
ahead of market expectations. The company expects 
further growth in 2010 and has reiterated an upbeat 
longer-term outlook. The positive investment case is based 
on Shire offering one of the strongest revenue growth 
outlooks in the European Pharma sector as well as the 
scope for margin expansion. It is also one of the more 
obvious M&A targets in the sector – to date we see these 
factors as justifying the valuation premium to the sector.  
 
Within the Industrials sector France-based Legrand was a 
key contributor and management has proven one of the 
most efficient and reactive in this crisis, showing the best 
pricing management and the best margin resilience. The 
company specialises in products and systems for electrical 
installations and information networks for residential, 
commercial and industrial use. Strong recent data in 
French housing suggests that demand trends for Legrand 
could well be positive in the near term. 
 
The single greatest contributor to relative performance at 
stock level was our position in Eutelsat Communications 
within the Telecommunications Services sector. The 
France-based satellite company reported another strong set 
of numbers in February with sales in line with 
expectations. We remain positive on the company’s 
outlook with further confirmation of fixed satellite 
business strength with earnings upgrade cycle continuing. 
 
On the negative side, stock selection within the Financials 
sector detracted. Within Banks, UK-based HSBC detracted 
although by and large this does not give us concern over 
the longer term. The bank released disappointing 2009 
results in early March as low interest rates hurt HSBC. 
However, the investment case remains very much intact in 
our opinion with HSBC running a resilient universal 
banking model with an excellent franchise, especially in the 
corporate markets. The bank is also one of the best 
capitalised and funded banks in the European universe. It 
is, therefore, well positioned in the tougher regulatory 
environment.  
 
Our investments within Diversified Financials slightly 
offset the negative impact within the Banks industry as 
Credit Suisse rewarded over the quarter. The investment 
case for Credit Suisse lies on the belief that the 
management could successfully restructure and rebuild 
what essentially was a very good franchise operating in 
some high-return and high-growth areas of the financial 
services market. In particular, private banking is a very 
fragmented market with high growth potential, while there 
are secular growth trends in the capital markets, such as 

disintermediation, and the growth of the Asian markets. 
We expected management to either follow the UBS 'One 
Bank' model and fully integrate, or break itself up. Under 
the single CEO the decision was taken to follow the former 
path and this has led to significant synergies. The 
restructured group is highly cash generative, which should 
enable further investment in the institutional securities 
division enabling it to narrow the returns gap with the peer 
group. In addition by concentrating on the core 
competencies and divesting of non-core businesses, we 
believe that the cost of equity appropriate to Credit Suisse 
should narrow to its peer group. In the current financial 
crisis Credit Suisse has so far performed better than most 
of its peer group and should therefore be able to take 
further advantage in any recovery. 
 

Outlook 
With regards to outlook, we will continue to seek out 
quality franchises with underappreciated prospects at 
reasonable valuations, which will deliver increasing 
shareholder returns. In the short term, the market will be 
driven by macro events – sovereign risks and debt 
concerns – which will provide buying opportunities of 
high-quality companies. The biggest concern, as we have 
highlighted many times, is the fading momentum of 
leading economic indicators as governments reduce their 
stimulus measures, which might weigh on the market in 
the short term. The reporting season has now finished and 
was mixed with some positive surprises but expectations 
were high and did not support the market further. We 
hope to be able to focus more on single company 
fundamentals than on the larger macro/market as in 2008-
2009. A return to stock picking should favour our equity 
selection approach, which emphasises researching and 
meeting with companies and determining their intrinsic 
value over a medium-term horizon using fundamental 
analysis. In a lower, potentially weaker, GDP environment 
we expect those companies that can deliver genuine top-
line growth to be afforded a market premium. We also see 
enhanced attraction in stocks that can offer secure and/or 
growing dividend streams in this environment.  
 
Our focus, as always, remains on bottom-up stock selection 
and research-based portfolio management, while 
simultaneously monitoring risk within the Portfolio.  
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Important Information 
 
Unless otherwise stated all information contained in this document is from 
Pioneer Investments and is as at 31 March 2010.  
MSCI: The MSCI information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used as a basis for or a 
component of any financial instruments or products or indices. None of the MSCI 
information is intended to constitute investment advice or a recommendation to 
make (or refrain from making) any kind of investment decision and may not be 
relied on as such. Historical data and analysis should not be taken as an 
indication or guarantee of any future performance analysis, forecast or prediction. 
The MSCI information is provided on an “as is” basis and the user of this 
information assumes the entire risk of any use made of this information. MSCI, 
each of its affiliates and each other person involved in or related to compiling, 
computing or creating any MSCI information (collectively, the “MSCI Parties”) 
expressly disclaims all warranties (including, without limitation, any warranties of 
originality, accuracy, completeness, timeliness, non-infringement, 
merchantability and fitness for a particular purpose) with respect to this 
information. Without limiting any of the foregoing, in no event shall any MSCI 
Party have any liability for any direct, indirect, special, incidental, punitive, 
consequential (including, without limitation, lost profits) or any other damages. 
(www.mscibarra.com). 
Pioneer Funds – European Research 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. 
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 or a 
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.  
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