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Market Review

The broad European equity market lost approximately
1% in August in what was a seasonally quiet month
for the asset class. Looking more closely at sector
performance in August, we saw a preference for the
more defensive sectors with Utilities and Real Estate
outperforming, while Financials lagged. This more
cautious market environment appeared to be fuelled
by the increasing investor nervousness around the
ongoing geopolitical situation in North Korea.
Furthermore, investors continue to rotate out of the
“Trump reflation” trade as the Trump Administration’s
credibility to enact its pro-growth policies continues to
be called into question. With volumes in the market
seasonally light, the impact of the more negative
sentiment appeared to be magnified.

More positively, August drew to a close what was a
generally encouraging earnings season for European
corporates — albeit not as stellar as that seen during
the first quarter of the year. From a sector
perspective, cyclical names outperformed the
defensives in terms of both revenues and earnings,
with Banks leading the way. Another interesting point
to take away from the most recent reporting season
has been the outperformance of domestically focused
Euro area companies in comparison to their export
orientated peers, pointing to further evidence of the
continued economic improvement within Europe. We
continue to believe that the key supports remain in
place; with robust earnings growth, a more stable
political backdrop, and continued inflows, helping to
bolster sentiment as we move into the final months of
the year.

Portfolio Review

August was another positive month for the income
generation of the Portfolio, and we currently remain
on course to deliver our 2017 target. The Portfolio
performed broadly in line with the European equity
market.

COMMENTARY

From a positioning standpoint, we have increased our
holdings within Energy, adding to our positions in both
ENI and Total. As well as offering compelling dividend
yields of 6%, and 5.5% respectively, we believe the
current valuations are attractive. We took the
opportunity to increase our holding of international
pharmaceutical and materials science company Bayer
at a more attractive valuation, given the recent share
price underperformance. We continue to believe that
the company could be able to deliver high, single digit
EPS growth through to 2020, driven by the ongoing
rollout of new pharmaceutical products and synergies,
as a result of the recent Monsanto transaction.

Similarly, we recently increased our holding of
international tobacco company British American
Tobacco. We see the company as being quite well
positioned on a global basis with attractive
diversification across regions. For us, we see the
business model as being relatively robust, and this
should sustain the attractive dividend yield of almost
4%.

On the other side, we have reduced our exposure to
the Financials sector in recent months. Recognising
the strong performance we saw in the early summer
period, we now believe that further upside for the
sector may be more limited. In August, we reduced
our holding of Unibail Rodamco.

In a similar light, we reduced our holding of
technology hardware manufacturer Nokia following
the recent strong performance. We also reduced our
holding of French-listed carmaker Renault, with a
belief that more compelling investment cases could
be found in other areas of the market.

Finally, we sold our holding of French hypermarket
operator Carrefour. We believe that the operating
environment for the hypermarket business in France
is facing increased competitive threats from both
online players and the increased emergence of
discount stores.

From an option perspective we were more active in
August. As the core dividend season is how over in
Europe, we were reasonably active in writing options
on names which had already distributed their annual
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dividend. This allowed us to gain additional income,
while tactically reducing exposure to selected stocks.

Top 10 Holdings Portfolio Weight

Orange 3.4%
Engie 3.3%
ING Groep 3.0%
ABN Amro 2.8%
Nestle 2.8%
HSBC 2.7%
Total 2.7%
ENI 2.7%
British American Tobacco 2.3%
Atlantia 2.3%

Source: Amundi Asset Management as at 31 August 2017

Outlook

Despite a weaker tone in August, we continue to
remain constructive in our outlook for the asset class
as we move into the latter half of 2017. Both global
and European macroeconomic indicators are
continuing to point to improved fundamentals. This
has supported earnings growth for European
corporates as highlighted in the most recent earnings
season. The more subdued market environment
which we have seen in recent months coupled with
the continued upward trend in earnings has helped to
dampen valuations, with the MSCI Europe now
trading at a 12 month forward P/E of ¢.14.5X. While
this is above the long term median valuation, we
believe that we could see further upside provided that
companies continue to grow their earnings. Within our
Portfolios, we are continuing to seek balance,
recognising that the potential for sectorial rotations
remain prevalent within the market. We continue to
focus on names which can deliver reliable earnings
growth, which we continue to believe could be the
primary driver of further upside.

Important Information

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.

Unless otherwise stated all information contained in this document is
from Amundi Asset Management and is as at 31 August 2017.

Pioneer Funds — European Equity Target 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.

Past performance does not guarantee and is not indicative of future
results. Unless otherwise stated, all views expressed are those of
Amundi Asset Management. 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 Amundi Asset Management 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, a member of the Amundi group, 1 George’s
Quay Plaza, George’s Quay, Dublin 2, Ireland. Call +353 1 480 2000
Fax +353 1 449 5000 or your local Amundi Asset Management sales
office.

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 Restricted U.S. Investor
(as defined in the prospectus of the Fund). 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 Pioneer Global
Investments Limited, a member of the Amundi group (“PGIL”). In the
UK, it is directed at professional clients and not at retail clients and it
is approved for distribution by PGIL (London Branch), Portland
House, 8th Floor, Bressenden Place, London SW1E 5BH. PGIL is
authorised and regulated by the Central Bank of Ireland and subject
to limited regulation by the Financial Conduct Authority. Details about
the extent of our regulation by the Financial Conduct Authority
(“FCA”) are available from us on request. 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.
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