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Review

Improving economic data in the US, including estimated
stronger-than-expected fourth quarter GDP growth fuelled
by stronger-than-expected consumption, overcame
ongoing concerns about the eurozone crisis. Risk markets
rallied, particularly in the US, with the S&P 500 Index
returning 11.82%.

Consumption, along with consumer confidence, improved
in the fourth quarter, buoyed by stronger employment
data: unemployment claims declined to 372,000, while
non-farm payrolls rose 200,000 by year-end. Treasury
yields fell slightly, with the 10-year Treasury yield declining
from 1.93% to 1.87% and the 30-year Treasury yield
declining from 2.92% to 2.89%. Agency Mortgaged-Backed
Securities (“MBS”) returned 0.88%, for 0.25% excess
returns, which are defined as returns relative to like-
duration Treasuries. Investment-Grade Corporates
returned 1.93%, for a 0.82% excess return. Financials
returned 1.22%, for a 0.29% excess return, while Industrials
returned 2.28% (1.12% excess return), and Utilities
returned 2.24% (0.95% excess return). High-Yield
Corporates posted a strong 6.18% return or 5.40% on an
excess return basis, as spreads narrowed from 841 bps to
723 bps. High-Yield Convertibles returned 4.64%. As the
inflation outlook weakened, however, floating rate Bank
Loans underperformed High-Yield Corporates, returning
3.08%. Non-Agency MBS/ABS (“Asset Backed Securities”),
as represented by Floating Rate Non-Agency Asset-Backed
Securities ABS, also faltered, returning -0.11%, as investor
concerns rose over forced selling by European banks.
Municipals posted positive returns, with the market
returning 2.12%, for a -0.26% excess return; High-Yield
Municipals returned 0.79%, for an excess return of -2.16%.
Emerging-Market Corporates continued to underperform
US High Yield, returning 3.73%.

The US dollar rallied strongly against eurozone currencies,
rising 3.29% against the euro, but underperformed certain
commodities-oriented currencies, such as the Canadian
and Australian dollar.
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Performance Analysis

For the quarter, Pioneer Funds - Strategic Income (Class A,
Non-Distributing, USD units in USD) returned 2.20%,
compared to 1.45% for its benchmark, the BarCap U.S.
Universal Index. Year-to-date performance for the
Portfolio was 1.53% compared to the benchmark return of
7.40%.

Asset allocation drove outperformance for the quarter,
adding 151 bps. The 35% overweight to Corporates
(including Convertibles) contributed 148 bps, primarily
reflecting 123 bps added by the 20% overweight to
Industrials. Lower-rated issues within Industrials
accounted for 87 bps of the 123 bps, including
approximately 60 bps from High-Yield Industrials.
Financials, to which the Portfolio had a 12% overweight,
and the 2% overweight to Ultilities, each added 11 bps. The
23% underweight to Treasuries contributed 14 bps, while
the 25% underweight to Agency MBS added 9 bps to
performance. Finally, the 9% Non-US dollar currency
exposure contributed 5 bps, reflecting the positive impact
of the Australian and Canadian dollar positions.

Detractors from performance included Municipals,
accounting for 6% of the Portfolio, which slightly
underperformed Treasuries, reducing performance by 10
bps. Security selection hurt performance by 13 bps,
primarily the 30 bps negative impact of American Airlines
Municipal holdings. Interest rate sensitivity hurt
performance by 24 bps, due to the negative impact of the
approximate one-year short duration position of the
Portfolio.

Outlook and Positioning

We believe that the US economy will experience modest
growth of over 2% in 2012, consistent with slow, protracted
recoveries from “balance sheet”-caused recessions.
Consumption has exceeded expectations, reflecting
improving employment, the benefit of the payroll tax cut,
and declining gasoline prices that occurred earlier in the
year. While Europe may enter (or already be in) recession,
emerging-market growth may be nearing a bottom, and
could improve in the latter part of the year, in response to
the lagged effects of monetary easing among emerging-
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market countries that began last August. The greatest risk
to our forecast is contagion effects from the European
sovereign-debt and banking crisis. The European Union
must affect a comprehensive solution - recapitalising the
banks, ensuring funding for troubled sovereigns, achieving
a workable fiscal and economic integration, and improving
labour competitiveness in southern Europe - before the
crisis can be defused.

We hold a significant overweight to Corporate Bonds,
because we believe they offer the most attractive value
among fixed income asset classes. Corporations,
particularly in the US, have both attractive valuations and
strong fundamentals. Revenue growth and tight cost
controls may allow US companies to enjoy continued
improvement in their earnings and balance sheets, as they
have over the past few years. Moreover, the US Federal
Reserve’s commitment to continued low interest rates,
coupled with modest economic growth, may continue to
support risky assets such as Corporate Bonds, and
particularly High-Yield Corporate Bonds. High-Yield
spreads remain wide to long-term averages, while
projected defaults remain well below long-term averages.
Although the Convertibles market is shrinking as
corporations opt to finance in the bond market at record-
low yields, Convertibles offer value, given our preference
for equities over fixed income.

Finally, we find Municipal Bonds attractive relative to
Treasuries, particularly at the long end, where the ratio of
Municipal yields to Treasury yields stands at very high
levels. Many states and municipalities have made necessary
cuts to balance their budgets, while at the same time,
benefiting from higher tax revenues as the economy
recovers. In international bond markets, we find
Emerging-Market Corporate Bonds attractive: they
underperformed relative to US High-Yield Corporates and
more dramatically, relative to Emerging-Market Sovereigns
in 2011. Emerging-Market Corporates offer opportunities
to invest in the positive emerging market secular growth
story, as well as in global players in their markets.

We remain underweight Developed Government Bonds,
based on our view that they have poor fundamentals and
unattractive valuations. Europe and the United States
continue to suffer from high deficits, and high and growing
debt-to-GDP ratios. Furthermore, Operation Twist, a
programme of the US Federal Reserve to buy longer
maturity Treasuries, has contributed to negative real yields
across the Treasury yield curve. No Treasury security offers
yields that exceed inflation, as measured by the Consumer
Price Index. In the long run, we believe US Treasuries
represent a risky investment, even though they are
currently being supported by the Federal Reserve. Finally,
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we continue to maintain a cautious stance towards
eurozone markets. The eurozone may enter (or already be
in) recession and has not yet found a comprehensive
solution to its sovereign and banking crisis. We will
continue to be highly selective with respect to our
European debt investments and, for the time being, will
maintain a near-zero exposure to the euro.

Important Information

Unless otherwise stated all information contained in this document is from
Pioneer Investments and is as at 30 December 2011.

S&P: Source Standard and Poors Copyright © The McGraw Hill Companies Ltd
(2012).

Pioneer Funds - Strategic Income 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 USD and have been converted from the Sub-Fund’s
base currency, the euro. Performance data provided refers to Class A 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 resultin 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.

The 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), Portland House 8th Floor,
Bressenden Place, London, SW1E 5BH, authorised by the Central Bank of 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.

;- PIONEER

&l Investments’



Quarterly Portfolio Update: Pioneer Funds - Strategic Income, 30 December 2011

For Broker/Dealer Use Only and Not to be Distributed to the Public.

Pioneer Investments is a trading name of the Pioneer Global Asset Management
S.p.A. group of companies.

Date of First Use 16 January 2012.

] PIONEER

~
For Broker/Dealer Use Only and Not to be Distributed to the Public. - IIlVG Stments®



