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INVESTMENTS

Review

US double-dip recession risks were largely dispelled in the
fourth quarter, with employment, business profits and
confidence all showing strength. The European-debt crisis
is far from resolved, but interest rate cuts and liquidity
injections from the European Central Bank eased
immediate pressures on markets.

Treasury bond yields declined modestly (the 10-year yield
declined from 1.95% to 1.86%) and credit spreads
narrowed in the fourth quarter, helping the BarCap US
Aggregated Bond Index return 1% for the quarter (and 8%
for the full year).

The Russell 3000 Index, a broad measure of the US
stockmarket, recouped the majority of its third-quarter
losses with a 12% fourth-quarter gain, ending up 1% for
the full year.

The US continued to perform well relative to other global
equity markets, reflecting both better economic growth
and a strengthening currency: the MSCI EAFE
international developed market and emerging markets
equity indexes returned 3% and 4%, respectively, for the
quarter: each was down more than 10% for the full year.

Smaller-cap stocks, which tend to be more volatile and
economically sensitive than larger-cap stocks,
outperformed in the fourth quarter: the S&P 500 Index
returned 12%, while the small-cap Russell 2000 Index
returned 15%; for the full year, the S&P 500 returned 2%
(all from dividend income: its price-only return was 0%),
while the Russell 2000, unable to recover all the ground it
gave up in the third quarter, returned -4%.

Defensive names and groups had been favoured over
cyclically-sensitive investments in the third quarter
correction; that pattern was reversed in the fourth quarter
rally. Within the S&P 500, the economically sensitive
Energy (up 18%), Industrials (16%) and Materials (15%)
sectors led, while the defensive Telecom Services and
Utilities sectors (each up 8%) lagged.

In terms of fourth quarter sector results, all but one of the
ten sectors of the Russell Mid Cap Value Index finished
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strongly positive. Materials and Energy were up 23% and
22%, followed by Industrials (+16.5%), Consumer
Discretionary (+15.9%), Financials (+13.7%) Information
Technology (+10.9%), Utilities (+10.4%), Consumer
Staples (9.4%) and Health Care (+5.8%).
Telecommunications, the lone laggard, was down 6.3%.

Performance Analysis

Pioneer Funds - U.S. Mid Cap Value (Class A, non-
distributing, USD units in USD) returned 11.28% in the
fourth quarter, compared to 13.37% for its benchmark, the
Russell Mid Cap Value Index. Returns for the year were
-7.62% and -1.38%, respectively.

Portfolio underperformance in Q4 was primarily driven by
sector allocation decisions, in which overweights to the
Health Care and Telecommunications sectors, and
underweights to the Consumer Discretionary and
Materials sectors were factors. Stock selection in the
Industrials, Consumer Discretionary, Materials and
Utilities sectors also detracted.

Positive relative performance came from superior stock
selection in Health Care and Financials (where four of the
portfolio’s top ten contributing holdings resided), as well
as Information Technology, and Consumer Staples, helped
by an underweight to the Utilities sector.

In the Consumer Discretionary sector retailer Kohl’s,
underwear maker Hanesbrands, and auction house
Sotheby’s underperformed, although that impact was
partially offset by strong returns from upscale hotel
company Wyndham Worldwide and home builder Toll
Brothers.

Koh!’s shares, following a 33% run-up between early
September and mid-November, pulled back sharply
following lower-than-expected same-store sales in
December. We continue to own Kohl’s but are actively
analysing the position at present. Hanesbrands, a smaller
position, declined in sympathy as one of its competitors,
Gildan Activewear (not a holding) cut earnings guidance
early in the month. We added to the position because we
believe that the sympathetic downdraft was unwarranted
and due to the company’s different business mixes.
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Auction house Sotheby’s was off due to choppiness in the
art market. We continue to hold the stock given that its
discounted valuation has a favourable long-term outlook
for the art market. Homebuilder Toll Brothers contributed
positively to performance, driven by early signs of a
recovery in the housing market.

In Healthcare, strong performance by Salix
Pharmaceuticals and Humana added to performance. Salix
outperformed after the FDA ruled for more stringent
hurdles for the development of generic competition to its
primary drug Xifaxan. Humana, a managed health care
company, benefited from strong earnings guidance driven
by a benign outlook for cost inflation. Baxter International,
which specialises in products for blood disorders, fell on
concerns about increased competition and economic
softness in Europe.

In Financials, insurer Aflac and regional bank KeyCorp,
were solid performers. Aflac’s shares gained on sales
momentum and higher margins. We like its strong capital
levels, “de-risked” investment portfolio, sales momentum,
and discounted valuation. KeyCorp performed well on
signs of life in its lending and continued credit
improvement.

In Telecoms, NII Holdings, a Latin American mobile
phone company, detracted from performance as greater
competition and foreign exchange rate movements caused
downward earnings revisions. We exited the position.

Portfolio Strategy

In fourth quarter trading, the biggest change made to the
Portfolio was our reduction in exposure to the Health Care
sector, cut by approximately 5%. We eliminated medical
device company Zimmer on pricing and a slowdown in hip
and knee procedures, its primary market. We also exited
our position in hospital owner Tenet, as low utilisation and
poor patient mix continue. In addition, we exited Baxter
and life sciences company, Thermo Fisher.

In other trading, we increased our weighting in the
Consumer Discretionary sector adding four new names,
while eliminating two. We added Hanesbrands given its
deeply discounted valuation and our expectation for strong
second half earnings driven by price increases and lower
cotton costs. We also added speciality retailer Guess and
motorcycle manufacturer Harley Davidson. We exited
media company CBS on stock price appreciation.

At the end of the year, our largest overweights relative to
the benchmark were Information Technology (10.2% vs.
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8.1%), Industrials (12.1% vs. 10.4%) and Financials, (32.6%
vs. 30.1%). Our largest relative underweights were Utilities
(8.7% vs. 14.6%) and Health Care (5.5% vs. 5.9%).

Outlook and Positioning

Continued improvements in unemployment and company
fundamentals, low inflation, low interest rates and
moderate equity valuations leave us encouraged regarding
equity prospects in 2012. In some sectors, such as Housing
and Banking, we see stabilisation or slowly improving
fundamentals coupled with discounted valuations. We are
concerned with the US consumer but expect an improving
employment market to help improve the outlook for this
sector. We continue to like Industrials, although we expect
margins may begin to stabilise due to rising commodity
prices (oil), and less cost-cutting going forward. Our
biggest concern is economic slowdowns in Europe and
Asia, which could drag on the US economy.

Our investment approach emphasises higher quality
companies with generally higher returns and margins,
superior balance sheets, defendable market positions, and
good managements. We also look for low valuations and a
long-term strategy for improving the business, and
sometimes a controversy or concern that we believe will
prove unfounded.

Clearly, the global economy is dealing with a difficult
period with regard to economic growth and may remain
challenged for some time. As such, we think a portfolio
with these characteristics should perform relatively well.

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

Pioneer Funds - U.S. Mid Cap Value 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.

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
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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.

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.
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.
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