
Fourth Quarter Review
•	 �The Fund’s Class A shares returned 11.31% at net asset value in the fourth quarter, slightly lagging the 11.80% return of the Fund’s bench-

mark, the Standard & Poor’s 500 Index (the S&P 500).

•	 �The Fund’s holdings in health care were the primary drag on benchmark-relative results in the fourth quarter. Security selection in the 

financials sector as well as overall sector weighting decisions were the Fund’s key positive performance drivers.

•	 �Going forward, we recognize the risk of an external shock affecting the markets, which could derail both economic growth and corporate 

earnings growth. But we also believe that current valuations largely discount the risk, especially for the patient long-term investor, and we 

have continued to find attractive investment opportunities in most sectors.

U.S. “double-dip” recession fears were largely dispelled in the fourth quarter, as employment, business profits and confidence all showed 

strength. The European debt crisis remained far from resolved, but interest rate cuts and liquidity injections from the European Central Bank 

(ECB) eased immediate pressures on the markets.

Treasury bond yields declined modestly during the quarter, as the 10-year yield declined from 1.95% to 1.86%. In addition, credit spreads 

(the differences in yield between Treasuries and lesser-quality securities) narrowed in the fourth quarter, helping the Barclays Capital U.S. 

Aggregate Bond Index to return 1.12% for the quarter (and 7.84% for the full 2011 calendar year).

The Russell 3000 Index, a broad measure of the U.S. stock market, returned 12.12% in the fourth quarter, recouping the majority of its losses 

from the previous quarter and ending the calendar year up by 1.03%. 

The U.S. continued to perform well relative to other global equity markets, reflecting both better economic growth and a strengthening cur-

rency. For example, the Morgan Stanley Capital International (MSCI) Europe, Australasia, Far East (EAFE) Index of international developed 

market indices returned 3.38% for the quarter, while the MSCI Emerging Markets Index returned 4.45%, significantly underperforming the 

Russell 3000 Index during the fourth quarter. In addition, both the MSCI EAFE (–11.73%) and the MSCI Emerging Markets (–18.17%) indi-

ces finished the full calendar year deeply in negative territory. 

Smaller-cap stocks, which tend to be more volatile and economically sensitive than larger-cap stocks, outperformed in the fourth quarter. The 

Fund’s benchmark, the S&P 500 Index, returned 11.80% during the quarter, but the small-cap Russell 2000 Index returned 15.47%; for the 

full year, however, the S&P 500 returned 2.09% (all from dividend income, as its price-only return was 0%), while the Russell 2000 Index, 

unable to recover all the ground it gave up in the third quarter, returned –4.18%.

Defensive names and groups had been favored over cyclically sensitive investments during the third quarter correction, but that pattern was 

reversed in the fourth quarter rally. Within the S&P 500, the economically sensitive energy (+18.2%), industrials (+16.4%), and materials 

(+15.4%) sectors led, while the defensive telecom services (+7.9%) and utilities (+8.3%) sectors lagged.

Sector Allocation and Security Selection
The Fund’s holdings in health care were the primary drag on benchmark-relative results during the fourth quarter, while security selection in 

the financials sector and overall sector weighting decisions were the key positive performance drivers relative to the benchmark.

Avoiding money center banks and “Wall Street” firms as well as good security selection among regional banks and insurance companies 

boosted the Fund’s results in the financials sector. Our sector weighting decisions, most notably overweights in industrials and materials and 

underweights in telecom services, information technology and utilities, improved Fund returns in the fourth quarter. In addition, results in 

the information technology sector benefited from good security selection in the semiconductor & semiconductor equipment and software 

industries, while the Fund’s railroad positions drove outperformance in the industrials sector. 

In health care, biotech and pharmaceutical companies generally outperformed equipment & supplies companies in the fourth quarter; thus, 

our emphasis on the equipment & supplies group caused roughly half the Fund’s benchmark-relative underperformance within the sector. 
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The Fund’s results in both the equipment and pharmaceutical groups disappointed as well, as Baxter International declined by 11% and 

Hospira fell by 18%. Baxter’s decline appears to reflect concerns that fiscal austerity measures in Europe will put pressure on product pricing. 

That said, we continue to view the company as an attractive long-term investment. Hospira has had manufacturing problems which have 

forced the company to reduce earnings guidance. We believe the problems can be overcome, however, and so we added to the Fund’s position 

on price weakness.

In other sectors where the Fund’s results lagged those of the S&P 500 Index, below-benchmark gains, rather than negative returns, were 

the issue. Results in the consumer discretionary sector were held back by book publisher John Wiley, which showed only a marginal increase 

in the quarter and lagged more advertising-focused names. In the consumer staples sector, the Fund had no exposure to tobacco, which was 

up by 20%, and several of the Fund’s defensive names which had outperformed in the third quarter rose less than the overall market in the 

fourth. In energy, none of the Fund’s holdings returned less than 6%, but overall returns lagged the market sector as the refining and down-

stream-focused businesses lagged the production and upstream-focused businesses. In materials, our emphasis on mining companies over 

chemical companies was the primary drag on the Fund’s relative returns. 

Trading Activity
Two new names were added to the portfolio in the fourth quarter; while four—all in the financials sector—were eliminated.

We eliminated the last of the Fund’s exposure to “Wall Street and money center” banks by selling JPMorgan Chase. We also eliminated 

positions in Bank of New York Mellon and commodity/derivatives exchanges CME Group and IntercontinentalExchange, in each case 

because we had concerns about business fundamentals.

We initiated a Fund position in Canadian Imperial Bank of Commerce, believing that the Canadian banks are less exposed to the European 

debt crisis and recession risk than U.S. banks.

In the information technology sector, we invested the Fund in speech recognition software company Nuance Communications, which has a 

strong market position in that fast-growing area. 

Current Outlook and Positioning
Our 2011 expectations for the U. S. economy and corporate earnings were generally borne out, although “macro concerns” made investors 

reluctant to own cyclically exposed stocks, even if the underlying fundamentals of the companies were good. Many stocks disappointed last 

year—though more did so with their share prices than with their earnings.

We are hesitant to make sweeping top-down predictions, and our investment process is not based on doing so, but we believe U.S. economic 

growth will continue in 2012. The kinds of excesses that normally precede recessions, such as too-high inventory levels, capital expenditures 

or debt levels, lengthening of payables and receivables, and/or extreme valuations in real estate and financial markets, just were not present as 

of December 31, 2011. Unemployment remains higher than we’d like and economic growth slower, but in general, companies are profitable 

and balance sheets are in good shape. Capital spending remains strong, factory orders appear solid, unemployment is falling, and confidence 

is rising. Earnings continue to be quite strong, and the prospect calls for further growth over the next several quarters.

We think the key drivers for growth over the next 12 to 24 months include pent-up demand for consumer goods, increased bank lending, 

continued export strength, easing commodity prices, infrastructure spending, and corporate information technology upgrades.

Notable risks to our forecasts include the European sovereign-debt situation and (likely) recession on the Continent, the economic slowdown 

in China, the Iranian threat to close the Straits of Hormuz, and the political impasse in Washington over the deficit. None of the issues are 

trivial, but none are certain to derail the economy either.

Barring an external shock, our market outlook is constructive. We’ve seen significantly better earnings growth than share price advances, and 

many stocks are trading near historical low price-to-earnings multiples. Both valuations and dividend yields are quite appealing relative to 

cash and bonds, and the outlook for dividend increases is good. While challenges certainly remain, we believe that currently modest valua-

tions largely discount them, especially for the patient long-term investor.



We have continued to find attractive long-term investment opportunities in most sectors, including auto-related companies, which have been 

weak even though auto sales have been trending up. We’ve also found opportunities in some retail companies, railroads, health care compa-

nies, and regional banks—although we are cautious about the so-called money center banks due to their European exposure, and because the 

better-quality regional banks are just as cheap, don’t have those complicating factors and have the potential for larger dividend increases. In 

addition, information technology stocks are almost as cheap as they’ve ever been in terms of relative price-to-earnings multiples. 

We are relatively cautious on telecom services and utilities (especially utilities), however, as valuations have been pushed up by investors seek-

ing yields and defensive equity investments.

Performance Review
Pioneer Fund Class A shares returned 11.31% at net asset value in the fourth quarter, while the Fund’s benchmark, the Standard & Poor’s 

500 Index (the S&P 500), returned 11.80%. For the full calendar year ended December 31, 2011, the Fund’s Class A shares at net asset 

value returned –4.59% and the S&P 500 returned 2.09%.

		

Average Annual Total Returns	 (Class A shares)

December 31, 2011 (at NAV) (at POP) S&P 500 Index

1 year –4.59% –10.07% 2.09%

3 years 11.11% 8.93% 14.11%

5 years –1.18% –2.34% –0.25%

10 years 2.61% 2.01% 2.92%

Expense Ratio

(as of prospectus dated May 1, 2011) 

Gross 1.16%

Net 1.16%

Call 1-800-225-6292 or visit us.pioneerinvestments.com for the most recent month-end performance results. Current performance may be lower or higher 
than the performance data quoted.
The performance data quoted represents past performance, which is no guarantee of future results. Investment return and principal value will fluctuate,  
and shares, when redeemed, may be worth more or less than their original cost.
POP returns reflect deduction of the maximum 5.75% sales charge at the beginning of the period. NAV results represent the percent change in net asset 
value per share. Returns would have been lower had sales charges been reflected. All results are historical and assume the reinvestment of dividends and 
capital gains. Other share classes are available for which performance and expenses will differ.
Performance results reflect any applicable expense waivers in effect during the periods shown. Without such waivers fund performance would be lower. 
Waivers may not be in effect for all funds. Certain fee waivers are contractual through a specified period. Otherwise, fee waivers can be rescinded at any 
time. See the prospectus for more information.

A Word about Risk: 
At times, the Fund’s investments may represent industries or industry sectors that are interrelated or have common risks, making it more susceptible to any economic, 
political, or regulatory developments or other risks affecting those industries and sectors.
These risks may increase share price volatility.
The S&P 500 Index is a commonly used measure of the broad U.S. stock market. Index returns are calculated monthly, assume reinvestment of dividends and, 
unlike Fund returns, do not reflect any fees, expenses or sales charges. It is not possible to invest directly in an index.
The views expressed in this commentary are those of the portfolio manager, and are subject to change at any time. These views do not necessarily reflect the 
views of Pioneer or others in the Pioneer organization, and should not be relied upon as investment advice, as securities recommendations, or as an indication of 
trading intent on behalf of any Pioneer investment product.



The Fund performance attribution information shown below does not reflect the deduction of fees, charges and expenses associated with 	

investing in the Fund, such as sales charges, management fees, distribution and service (12b-1) fees, or any other fees associated with the Fund. 

Such expenses would reduce the overall returns shown. 

Please refer to the average annual total returns table for performance that reflects the deduction of these fees and charges.

Please see the last page for more background information about Performance Attribution. The portfolio is actively managed, and current holdings may be different.

Actual portfolios have fees and expenses. Our performance attributions ignore fees and expenses. The hypothetical portfolios used in performance attribution are before fees and costs.
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NOTE TO DESIGN:

Always plot chart for 12 CATAGORIES, ie
1: Consumer Discretionary
2: Consumer Staples
3: Energy
4: Financials
5: Healthcare
6: Industrials
7: Information Technology
8: Materials
9: Telecom Services
10. Utilities
11. Cash 
12 Total

IF supplied excel data does not contain 
new data (numbers) for a catagory, PLEASE 
PUT  A ‘0’ IN PLACE OF A BLANK CELL....
so when the chart plots, column spacing 
matches catergory call-outs below.
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The portfolio is actively managed, and current holdings may be different. The holdings listed should not be considered recommendations to buy or sell any security listed.

Before investing, consider the Fund’s investment objectives, risks, charges and expenses. Contact your advisor or Pioneer Investments for a  
prospectus or summary prospectus containing this information. Read it carefully.

The investments you choose should correspond to your financial needs, goals, and risk tolerance. For assistance in determining your financial situation, please 
consult an investment professional.

Securities Discussed % of Portfolio
as of December 31, 2011

John Wiley & Sons 2.47%

Baxter International 0.63%

Hospira 0.58%

Canadian Imperial Bank of Commerce 0.37%

Nuance Communications 0.24%

 

Top 10 Holdings % of Portfolio
as of December 31, 2011

1. Norfolk Southern 3.29 %

2. Chevron 3.07 %

3. Chubb 2.59 %

4. John Wiley & Sons 2.47 %

5. Colgate-Palmolive 1.97 %

6. Johnson Controls 1.92 %

7. Hershey Foods 1.89 %

8. Becton, Dickinson & Co. 1.83 %

9. Rio Tinto 1.82 %

10. PACCAR 1.70 %
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Performance Attribution: Background
This performance attribution seeks to identify and quantify the drivers of portfolio performance relative to that of a benchmark. How much 

of a return difference was due to different exposures to asset class, country, sector or similar factors? How much was due to specific securities?

Here’s how we answer the question for equity portfolios:
Using FactSet software, we create hypothetical subportfolios by segmenting the portfolio and its benchmark, then measure the value (weight) 

and returns of those hypothetical subportfolios. This lets us measure the performance impact of a decision to overweight or underweight a 

portfolio segment. It also lets us measure the performance impact of a specific security selection within each segment.

Graphic Presentation
We present attribution results using three graphs. Graph 1 shows the allocation of the portfolio across different segments (industries/sectors/

countries, etc.). Overweights and underweights are visible. Graph 2 shows the returns of each portfolio and corresponding benchmark	

 segment. Success at security selection is easily spotted. By using the data underlying the first two graphs, we calculate the data for Graph 3, 

the impact of Weighting and Selection decisions on benchmark-relative return.

Weighting Impact
It pays to overweight portfolio segments which perform better than average. The weighting impact measures the impact of the decision to 

overweight or underweight particular asset classes relative to benchmark weightings. In our model, the value added by an overweight, or its 

weighting impact is defined as the size of the overweight (portfolio weight minus benchmark weight) times the payback (the return of the 

overweighted asset minus the return of the entire benchmark).

A positive allocation effect arises from being overweight sectors/countries that produce a greater return than the benchmark average or 	

being underweight a sector/country that underperforms the benchmark return. The formula for calculating the weighting impact is: 	

(Portfolio weight – Benchmark weight) x (Benchmark segment return-Benchmark total return)

Selection Impact
Within each segment, it pays to overweight securities which outperform. The selection effect evaluates the manager’s skill at choosing 	

outperforming securities.

In our model, the value added by specific selection, or selection impact, is defined as the weight of the portfolio position times the difference 

between the position’s return and the benchmark return. The formula for calculating the weighting impact is: (Portfolio weight) x (Portfolio 

segment return – Benchmark segment return)

Important Notes
We are presenting results of a two-factor model. We also use a three-factor model, which has an “interaction effect.” The two- and three-	

factor models are quite similar; we have chosen the two-factor approach for its greater ease of use.

The real world is far more complex than any two-factor model can accurately describe. Performance attribution models can deepen 	

understanding, but their limitations – they are just estimates – must be remembered.

Actual portfolios have fees and expenses. Our performance attributions ignore fees and expenses: the hypothetical portfolios used in 	

performance attribution are before fees and costs.

Not FDIC insured May lose value No bank guarantee


