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COMMENTARY

Monthly Portfolio Update

Market Review

Energy, Healthcare and Basis Industries were only
slightly offset by positive relative performance within
Telecommunications and Banking.

The primary U.S. High Yield (“HY”) benchmark, the
ICE Bank of America Merrill Lynch U.S. High Yield
Index, returned 0.64% for the month. The majority of
this positive return occurred during the first week of
the year, as investors grew optimistic around the
impact of the new tax bill on corporate earnings. Over
the last two weeks of the month, a continued rise in
U.S. Treasury yields, coupled with some HY market
outflows (mostly on Retail side), has slightly weighed
on pricing.

The natural underweight to CCC’s, given our higher
quality bias, was also a detractor to relative
performance. CCC rated bonds outperformed higher
quality bonds, by returning 2.10% during the month.

Sectors which outperformed in January included
Retail, Energy and Telecom, all of which correspond
to a “risk on” environment. In a similar vein, lowerrated credits outperformed for the month. Month-todate BB, B, and CCC-rated bonds are returning
0.26%, 1.03%, and 2.10%, respectively.
The strong performance to start the year in the HY
market is in part due to rising the stock market,
improved oil pricing, tax optimism and a good start to
the earnings season.

Performance Review
The Portfolio performed in line with its benchmark, the
ICE Bank of America Merrill Lynch U.S. High Yield
Index, during the month.
The largest contributor to relative performance was
our allocation selection. The allocation to convertible
bonds outperformed HY corporates during the month.
The Portfolio benefited from allocations to Technology
& Electronics, Healthcare and Services. Individual
convertible bonds that contributed to this
outperformance included On Semiconductor
Corporation and Medicines Company. Emergent
BioSolutions (a convertible bond that converted to
equity in late December) was a significant
outperformer due to renewal of a government vaccine
contract and M&A speculation.
Security selection within corporate bonds was a
negative contributor. Negative selection within
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Portfolio Positioning
We continue to remain overweight the Healthcare
sector through our allocation to both corporate bonds
and convertible bonds. The sector may be poised to
benefit from further capital appreciation in 2018. We
had been overweight to Homebuilders in 2017, but
have recently reduced some exposure, as the sector
had a strong year. We remain underweight to the
Retail sector which continues to struggle and,
historically, is a sector that has exhibited low recovery
rates in a restructuring.
The Portfolio maintains a higher quality bias, and as
such remains under-weight “CCC and below” rated
buckets relative to the benchmark.
We continue the practice of seeking diversification1
and relative value by carrying out-of-index exposures,
including via convertibles and insurance-linked bonds.
Despite recent events, we remain constructive on
insurance-linked bonds as they are uncorrelated with
the financial markets, which in the long-term, provides
diversification benefits and can help enhance the riskreturn profile of the Portfolio.

Outlook
The default rate for HY bonds remains well below
historical averages, and we maintain a constructive
outlook with respect to the U.S. economy and overall
corporate credit fundamentals. Strong earnings and a
record pace of debt refinancing has enabled an
extension of the credit cycle, in our opinion.
That said, valuations are high across risk assets and
the current economic cycle is likely closer to its end
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than its beginning. As a result, we are seeking to be
cautious in assuming risk within HY and generally are
moving up in quality with new purchases.
We believe the Fed is expected to continue to
gradually hike rates and the tapering of its bond
portfolio should inevitably lead to some tightening of
credit conditions. That said, HY may be less interest
rate sensitive than other fixed-income segments.
We have been evaluating the impact of tax reform on
various sectors and companies and repositioning our
holdings accordingly. Overall, lower tax rates should
have a positive impact on HY as an asset class.
However, the scaling back of interest deductibility
could negatively affect the more leveraged issuers.
Looking ahead, any movement in Washington on an
infrastructure bill has the potential to boost market
sentiment.
We view the overall composition of the HY market as
healthy, with an improving quality profile across a
range of industries. While HY valuations are
somewhat extended, we believe overall conditions
remain supportive of the asset class.
Important Information

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), 41
Lothbury, London, EC2R 7HF. 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.
Amundi Pioneer Distributor, Inc., 60 State Street, Boston, MA
02109 (“APD”), a U.S.-registered broker-dealer, provides marketing
services in connection with the distribution of products managed by
Amundi Asset Management or its affiliates. APD 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.
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Diversification does not guarantee a profit or protect against a
loss.
Unless otherwise stated all information contained in this document
is from Amundi Asset Management and is as at 31 January 2018.
Pioneer Funds – U.S. High Yield 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

Commentary I Pioneer Funds – Absolute Return Currency
For Broker/Dealer Use Only and Not to be Distributed to the Public.

Date of First Use: 9 February 2018.
Doc ID: 424289

