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Review 
The Portfolio was up by 14.71% (Class A, non-distributing, 
EUR units) over the quarter, exactly the same return as its 
benchmark, the MSCI Japan Index. On a sector level, the 
best relative contributions to performance were stock 
selection in Diversified Financials, Pharmaceuticals, 
Transportation and Materials, and an overweight position 
in Consumer Durables. Conversely, stock selection in 
Insurance and Software & Services was a negative. 
 
Japanese equities performed very well in a global context, 
with the Topix Index (7.8% capital return in local 
currency) outperforming US (S&P 500 4.9%), UK (FTSE 
All Share 5.4%) and European (MSCI Europe ex UK 2.1%) 
markets. Investors were buoyed by a better-than-expected 
earnings recovery: 844 companies revised up full-year 
guidance in their third-quarter releases compared with 532 
companies that lowered guidance. Aggregate recurring-
profits’ forecasts were raised 16%, indicating that the 
earnings normalisation from the trough last year is 
proceeding at a faster-than-anticipated pace. 
 
The new finance minister’s show of explicit support for 
inflation targeting helped to ease worries that Japan might 
sink into another decade-long deflation spiral, helping to 
boost investor confidence. Additionally, the government 
started distributing child benefits that were promised last 
year, which helped specific retail segments to outperform. 
 

Portfolio Strategy and Analysis 
Our strategy is currently biased towards earnings 
momentum, as the market’s attention is focused on stocks 
that are showing significant earnings recovery driven by 
top-line growth and restructuring.  
 
We increased our exposure in the Technology Hardware 
sector to benefit from the growth driven by new products. 
We also increased our exposure to Diversified Financial 
companies, as bad loans are bottoming out and top-line 
growth is resuming. Meanwhile, we reduced our exposure 
to major Banks, as loan margins show no signs of recovery.  
 
New purchases during the quarter included financial 
stocks Aeon Credit and Orix, that should see earnings 

recover from the bottoming out of credit costs. We are also 
still building up our positions in companies that are 
making strategic overseas investments, including Itochu 
and Kirin.   
 
We have taken profit on some technology stocks like Sony, 
Nikon, and Seiko Epson that have reached our fair-value 
targets following a recovery in orders and the market’s 
appreciation of their restructuring plans.   
 
As we move into the new financial year, we believe it is 
important to seek out companies that can generate 
sustainable earnings recovery. Should there be any profit 
taking by investors in the coming quarter, we would 
continue to build our positions in these companies. There 
are potential opportunities in the Consumer Durables and 
Technology Hardware sectors. We would also look for 
companies in the Consumer, Software & Services, 
Transportation, and Retailing sectors that could experience 
earnings growth from top-line recovery.  
 

Outlook 
The Japanese stockmarket has a good chance of continuing 
to outperform other developed markets as the Bank of 
Japan (BoJ) is more likely to loosen its monetary policy 
under political pressure while others tighten. Easing by the 
BoJ would go some way towards providing Japan with a 
force capable of offsetting the negative effects of global 
tightening and this would render Japan unique amongst 
developed markets. This could provide an important 
catalyst for foreign investors who have been 
underweighting Japan to consider reversing their positions.  
 
The bulk of earnings improvements from the recovery in 
utilisation rates due to rising demand and cost-
restructuring measures that have been implemented in 
response to last year’s difficult conditions should 
materialise in the coming few quarters. This should 
continue to be supportive for Japanese equities. Sustainable 
strong demand from China remains important for 
earnings recovery in 2010: China has overtaken the US as 
Japan’s most important trading partner, accounting for 
18.7% of total exports compared to 16.5% for the US.  
As corporate earnings turn up, unemployment peaks out, 
and the fear of inflation abates, the domestic sector could 
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play catch up as their earnings bottom out. Japanese 
companies are global leaders in environmentally friendly 
technologies and stand to benefit from growing demand. 
 
US dollar weakness could remain a concern for Japanese 
exporters. Current levels of around 94 yen/US dollar are 
desirable but any persistent US dollar weakness would 
worsen concerns about earnings and competitiveness. A 
reverse situation would be positive. 
 
While we expect the market to consolidate somewhat in 
the second quarter, after the strong performance in the 
first quarter, we expect investors’ interest in Japan to grow. 
 
With the bulk of dilutive capital raising completed and 
earnings recovery more evident in the quarterly results, we 
expect earnings-based multiples to take the spotlight again 
in the coming quarter as companies start to announce full-
year results and forecasts for the next financial year. We 
expect results’ forecasts to enhance investors’ confidence of 
more EPS growth due to demand recovery and cost 
reductions, and for PE ratios to return to attractive levels.  
 
 
 
 

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 – Japanese Equity 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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