
Overall Morningstar Rating TM

Advisor Class Shares

★★★★★
Rated against 583 funds in the Small Growth

Category, based on risk-adjusted returns.

MARKET OVERVIEW
In the second quarter, US stocks were buoyed by optimism over US-
China trade talks and hopes that the US Federal Reserve (the Fed)
would begin cutting interest rates. Despite sharp falls in May, equities
rebounded in June as investors focused on potential monetary policy
loosening from global central banks and prospects for improving
international trade relations.

Although the Fed kept its benchmark interest rate on hold, officials
signaled that further signs of an economic slowdown could spur the
bank to begin cutting interest rates. On the trade front, tensions
between the US and Mexico were resolved after President Trump put
off scheduled tariffs on the country’s goods indefinitely. Stocks rallied
at the end of June ahead of the G20 summit, at which the US agreed
to suspend additional tariffs on Chinese goods and China shared
plans to buy certain US farm products.

During the quarter, the Russell 2000 Growth Index rose 2.75%,
bringing its year-to-date gains to 20.36%. Industrials and financials
posted the strongest gains. Energy was the worst-performing sector
by a large margin, continuing its underperformance of the past few
years. Across the market-cap spectrum, growth continued to beat
value. Large-caps outperformed their smaller-cap counterparts as
investors gravitated to safety and perceived stability.

PORTFOLIO PERFORMANCE
The Small Cap Growth Portfolio outperformed the Russell 2000
Growth for the quarter, as we continued to identify stocks that beat
their consensus estimates and experienced more positive earnings
revisions. Consistent with the backdrop for much of the past two
years, investors continued to differentiate between fundamental
outperformers and underperformers.

Stock selection was positive across most sectors, particularly in
consumer/commercial services and healthcare. Stock selection in
technology was a modest headwind.

Contributors included Strategic Education, a provider of post-
secondary education services. Shares were boosted by stronger-

than-expected results reported early in May and continued to drift
higher as investors sought out perceived safe havens against a
market backdrop that has been increasingly defined by uncertainty
around trade and global growth.

Skyline Champion designs and produces manufactured and modular
homes for single family, multifamily and hospitality sectors and
distributes its products through three channels: land lease
communities, independent retail and captive retail. Manufactured
housing is poised to see a multiyear growth trend as it gains share
from traditional site-built housing in entry level and baby boomer
communities. Shares have continued to gain momentum as the
company executes on its growth strategy while delivering margin
efficiency benefits.

Detractors included 2U, a cloud-based software-as-a-service
solutions provider that enables elite not-for-profit universities to offer
online degree-granting programs. Shares fell after the company
reduced its full-year outlook as several university partners tightened
admissions standards, which effectively reduced expected
enrollments. The delay of a large MBA program also weighed on
enrollment growth. Although this program delay is discrete and
transitory, we are concerned that tightening enrollment standards—a
dynamic that is outside of 2U’s control—could persist longer than
expected, putting further pressure on enrollments beyond 2019.

SailPoint Technologies, a leader in identity governance software,
experienced execution challenges among its large enterprise
customers. While its 1Q results were in line, the company reduced its
full year 2019 revenue guidance, as its pipeline has been building
more slowly than expected. Given the speed bump in SailPoint’s
bread-and-butter enterprise business, the timing of a reacceleration
in overall revenue growth is hard to ascertain at this time.

OUTLOOK
Coming into 2019, the Fed was expected to raise rates twice;
however, the central bank has recently signaled that rate cuts are
possible. Contributing to the Fed’s decision has been mixed economic
data including a drop in US consumer confidence in June, a slowdown
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in manufacturing growth to its slowest pace in nearly a decade and
missed job growth expectations in May. Additionally, investors were
alarmed by recently turned negative bond yields in Germany, which
could signal that eurozone GDP growth will continue to slow.

The current nine-year-long recovery is tied for the second longest in
American history. While long in duration, this recovery has been
slower than the normal postwar expansion. Therefore, the magnitude
of the recovery has yet to equal the average rebound. Bottom-up

inputs from the many companies we speak with on a regular basis
point to a continuation of this modest growth environment, which has
historically been good for growth stocks, as well as for our approach.

Small-cap growth valuations remain elevated versus history. We
would therefore expect future returns to be driven more by earnings
than multiple expansion. More importantly, valuations for the Portfolio
remain slightly below their long-term average, pointing to a healthy
backdrop for our approach.
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PORTFOLIO INFORMATION

Class Ticker Inception Date

A QUASX 2/12/69

B QUABX 9/17/90

C QUACX 5/3/93

Advisor QUAYX 10/1/96

I QUAIX 3/1/05

Z QUAZX 6/30/15

Portfolio Characteristics Portfolio Benchmark1

Total Number of Holdings 105 1228

P/E Ratio
(Stock/Price/Earnings; last 12 mo) 156.81x 112.51x

Forward P/E Ratio (2019) 61.12x 41.41x

ROE (Return on Equity; next 12 mo) 10.29% 11.65%

Weighted Market Cap ($ Billions) 4.7 2.9

EPS (Earnings per Share) Growth Rate
(2019/2018) 10.15% 9.10%

Portfolio Statistics

Beta (3 yr)2 1.00

Sharpe Ratio (3 yr)3 1.30

Standard Deviation (3 yr)4 17.83

Alpha (3 yr)5 8.39

Top Ten Holdings6

Company Sector
Strategic Education Consumer Discretionary 1.79%

Tetra Tech Industrials 1.69

Chegg Consumer Discretionary 1.68

iShares Russell 2000 Growth
ETF Funds and Investment Trusts 1.66

Ingevity Materials 1.63

Trupanion Financials 1.59

Teladoc Health Healthcare 1.59

LHC Group Healthcare 1.58

Rapid7 Information Technology 1.54

Novanta Information Technology 1.49

Sector Breakdown6 Portfolio Benchmark1

Healthcare 24.42% 26.44%

Information Technology 20.50 18.50

Consumer Discretionary 19.70 14.83

Industrials 16.92 18.56

Financials 8.04 7.10

Consumer Staples 2.76 2.74

Materials 1.63 3.36

Energy 1.25 1.67

Funds and Investment Trusts 1.66 —

Cash and Cash Equivalents 3.12 —

Real Estate — 3.17

Communication Services — 3.10

Utilities — 0.53

Top Five Contributors

Strayer Education

Skyline

Hamilton Lane

Tetra Tech

Exact Sciences

Top Five Detractors

2U

SailPoint Technologies

Pure Storage

Chart Industries

Sleep Number

1 Russell 2000 Growth Index.
2 Beta measures a fund’s volatility relative to its benchmark.
3 Sharpe Ratio is a measure of the fund’s return relative to the investment risk it has taken. A higher Sharpe Ratio means the fund’s returns have been better given the level of risk the fund has

taken.
4 Standard Deviation is a measure of the dispersion of a portfolio’s return from its mean.
5 Alpha is the risk-adjusted measurement of ‘excess return’ over the benchmark.
6 Holdings are expressed as a percentage of total investments and may vary over time. They are provided for informational purposes only and should not be deemed as a recommendation to

buy or sell the securities mentioned.
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QUARTERLY AVERAGE ANNUAL TOTAL RETURNS AS OF 06/30/19: ADVISOR CLASS PERFORMANCE

QTD YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs
Since

Inception
Expense Ratios
as of 10/31/18

Small Cap Growth Portfolio† 7.09% 30.49% 10.60% 24.53% 12.31% 18.16% 10.78% Gross 0.90%

Russell 2000 Growth Index 2.75 20.36 -0.49 14.69 8.63 14.41 —
Net‡ —

Morningstar Small Growth Category 4.12 21.82 3.22 16.12 9.18 14.47 9.77

The performance shown above represents past performance and does not guarantee future results. Current performance may be lower or higher than the
performance information shown. You may obtain performance information current to the most recent month-end by visiting www.abfunds.com. The
investment return and principal value of an investment in the Portfolio will fluctuate, so that your shares, when redeemed, may be worth more or less than
their original cost. Advisor Class shares have no front-end or contingent deferred sales charges, however when purchased through a financial advisor
additional fees may apply. Returns for other share classes will vary due to different charges and expenses. Performance assumes reinvestment of
distributions and does not account for taxes. If applicable, high double-digit returns are highly unusual and cannot be sustained; such returns are primarily
achieved during favorable market conditions.
† The performance for Advisor Class shares prior to 10/1/96, the share class’s inception date, reflects Class A share performance, adjusted for differences in

operating expenses. The inception date of the Class A shares is 2/12/69.
‡ If applicable, this reflects the Adviser’s contractual waiver of a portion of its advisory fee and/or reimbursement of a portion of the Fund’s operating

expenses. Absent reimbursements or waivers, performance would have been lower.
Russell 2000 Growth Index represents the performance of small-cap growth companies within the US.
Investors cannot invest directly in indices or averages, and their performance does not reflect fees and expenses or represent the performance of any AB fund.
Sources: FactSet, Morningstar Inc. and AB.

A WORD ABOUT RISK
Market Risk: The market values of the portfolio’s holdings rise and fall from day to day, so investments may lose value. Capitalization Size Risk (Small/Mid): Small-
and mid-cap stocks are often more volatile than large-cap stocks—smaller companies generally face higher risks due to their limited product lines, markets and
financial resources. Foreign (Non-US) Risk: Non-US securities may be more volatile because of political, regulatory, market and economic uncertainties associated
with such securities. Fluctuations in currency exchange rates may negatively affect the value of the investment or reduce returns. These risks are magnified in
emerging or developing markets. Derivatives Risk: Investing in derivative instruments such as options, futures, forwards or swaps can be riskier than traditional
investments, and may be more volatile, especially in a down market.

AllianceBernstein Investments, Inc. (ABI) is the distributor of the AB family of mutual funds. ABI is a member of FINRA and is an affiliate of
AllianceBernstein L.P., the Adviser of the funds. The [A/B] logo is a registered service mark of AllianceBernstein and AllianceBernstein® is a registered
service mark used by permission of the owner, AllianceBernstein L.P. © 2019 AllianceBernstein L.P. www.abfunds.com
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