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Market Review 

First-quarter earnings reports left many investors who were looking for clarity regarding the economy and corporate earnings with decidedly 

mixed signals. There were some cautionary remarks such as a disappointing pre-announcement from CDW, a poor month for Costco 

Wholesale, weaker monthly trends from UPS and declining US card usage across most banks. But there were also stellar overall earnings 

reports with almost 80% of all companies that have reported beating expectations. Big Tech, consumer staples and parts of healthcare all 

showed significant earnings strength. Add in a muted first-quarter GDP report, another bank failure in First Republic Bank and a US Federal 

Reserve that appears set to hike rates again, and we get some real crosscurrents. Yet the S&P 500* rose again in April and is now near its 

early February high.  

Here’s our take on the month, starting with the negatives. CDW is a value-added tech reseller and a Fund holding. Its customers are primarily 

small and midsize businesses across a variety of sectors. The company resells hardware and software and provides service solutions for its 

customers. CDW now sees overall US IT spending declining in the high-single digits versus its original forecast from early February of flat IT 

spending. This is a meaningful erosion over the past two-plus months, as many small and midsize businesses rein in spending. UPS reported 

shipment volumes ahead of plan in January, on plan in February and significantly lower than plan in March. The company has seen 

purchases and shipments of goods decline as consumers spend more on services and groceries. Costco reported March comparable sales 

of –1.1%, the weakest month in many years. Even excluding the impact of gas and foreign currency changes, Costco’s growth rate of 2.6% is 

well below trend. With consumers pulling back on buying goods, card spending in the US has moderated. Using Visa or Mastercard volumes 

as a proxy, spending growth decelerated from around 12% to 7% as the first quarter progressed. If there is a unifying theme here, it’s that 

discretionary spending is under meaningful pressure. Headwinds to spending include lower tax refunds, the expiration of certain SNAP 

benefits, the depletion of excess savings and even lousy weather. This aligns with our expectation that non-discretionary products and 

services should be advantaged in 2023. 

Turning to the positives for the month, overall earnings reports for the first quarter have been far better than expected or feared. Tech 

earnings really stood out with Microsoft, Amazon, Meta Platforms and Alphabet Inc. all exceeding expectations, justifying—if not expanding 

on—their strong first-quarter stock price performance. Beyond tech, we saw a continuation of strong pricing power trends within consumer 

staples with little decline in volume; consumers don’t have too many alternatives to buying food. Additionally, we are seeing green shoots 

within the healthcare sector trending towards more normal patient admissions at hospitals and in doctor’s offices as the deferral of visits 

during COVID are now catching up. These strong results help support 2023 earnings estimates, especially against the broader narrative that 

earnings will be under pressure. Because of these strong results, we believe investors have not pursued defensive growth, and in aggregate, 

many of the companies in our portfolio have fallen behind. 

The macro datapoints have also been mixed. A GDP growth rate of 1.1% for the first quarter was certainly disappointing relative to earlier 

estimates, but a meaningful reduction in inventories depressed the growth rate while underlying spending was stronger. First Republic Bank 

was sold to JPMorgan Chase after suffering a runoff in deposits of approximately US$100 billion. Hopefully, this failure represents the tail end 

of the banking crisis. Yet the Fed appears poised to raise rates another 25 basis points in May as inflation remains sticky and is nowhere near 

the central bank’s 2% target. 

 

* The S&P 500 is a stock market index that measures the stock performance of 500 large companies listed on stock exchanges in the United States. 
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Fund Performance 

Class I shares of the ES AllianceBernstein Concentrated US Equity Fund declined in April but are positive for the year to date. Shares of the 

Fund underperformed the S&P 500’s -0.1% return in April and remain behind the Benchmark's 4.3% return for the year-to-date period. (All 

returns in British-pound terms and net of fees.) The narrowness of the market certainly played a large role in these results, with the vast 

majority of the market’s return coming from a handful of technology-related companies. CDW, Illumina and Aptiv were the top three (held) 

detractors from absolute performance for the month, related to CDW’s pre-announcement on slowing IT spending, the lack of 2023 earnings 

upside from Illumina and some incrementally worrisome automotive industry commentary affecting Aptiv—even though Aptiv has yet to report 

earnings. While the recent decline in results for these stocks are frustrating to see, we still view these businesses as industry leaders and 

continue to hold them in the Fund. The top three (held) contributors to absolute performance for the month included Microsoft, Abbott 

Laboratories and Mastercard, mainly on the back of strong earnings results from all three companies. 

Outlook 

So where does this leave us? We are still in the camp that growth is slowing and earnings are going to be under pressure. Our Fund is 

oriented to defensive growth companies and products and services that are generally non-discretionary in nature. We think this positioning 

will eventually be rewarded as economic growth slows, but we recognize we could continue to be disadvantaged by positive economic 

surprises and the possibility of the Fed engineering a soft landing for the economy. 

While we are disappointed with the start of 2023 so far, we remain comfortable that we own the right combination of growth and defensive 

characteristics for the remainder of the year. We look forward to improved relative performance. Please don’t hesitate to reach out should you 

have any questions about our view or your Fund. 

Warm regards, 

Jim 

Please refer to the following legal disclosures.
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OTC Derivatives Risk, Equity Securities Risk, Counterparty and Custody Risk, Country Risk, Hedging Risk, Illiquid or Restricted Securities Risk, Investment in 
Collective Investment Schemes Risk, Liquidity Risk and Management Risk. 
The Fund is meant as a vehicle for diversification and does not represent a complete investment program. Prospective investors should read the Prospectus 
carefully and discuss risks and the Fund’s fees and charges with their financial advisor to determine if the investment is appropriate for them.  
A full explanation of the risks is provided in the Fund’s Prospectus and Key Investor Information Document (KIID). 
Important Information 
The information contained here reflects the views of AllianceBernstein L.P. or its affiliates and sources it believes are reliable as of the date of this publication. 
AllianceBernstein L.P. makes no representations or warranties concerning the accuracy of any data. There is no guarantee that any projection, forecast or opinion in this 
material will be realized. 
The views expressed herein do not constitute research, investment advice or trade recommendations and do not necessarily represent the views of all AB portfolio-
management teams and are subject to revision over time.  
The views expressed here may change at any time after the date of this publication. This document is for informational purposes only and does not constitute investment 
advice. AllianceBernstein L.P. does not provide tax, legal or accounting advice. It does not take an investor’s personal investment objectives or financial situation into 
account; investors should discuss their individual circumstances with appropriate professionals before making any decisions. This information should not be construed as 
sales or marketing material, or an offer or solicitation for the purchase or sale of any financial instrument, product or service sponsored by AllianceBernstein or its affiliates.  
References to specific securities are provided solely in the context of the analysis presented and are not to be considered recommendations by AllianceBernstein. The 
specific securities identified and described herein do not represent all of the securities purchased, sold or recommended for the Fund, and it should not be assumed that 
investments in the securities identified were or will be profitable. Holdings are subject to change and may no longer be held in the Fund.  
This information is directed solely at persons in jurisdictions where the funds and relevant share class are registered or who may otherwise lawfully receive it.  
The ES AllianceBernstein Funds are Sub-Funds of ES AllianceBernstein UK OEIC, an open-ended investment company. Equity Trustees Fund Services Ltd. is the 
Authorised Corporate Director (ACD) of the Funds. The Prospectus, KIID, annual and semi-annual reports are available, in English, free of charge from the ACD’s website 
(www.equitytrustees.com). 
The Fund is not managed to target or exceed the performance of any specific benchmark, nor are the Investment Manager’s investment decisions constrained by any 
benchmark. Investors should refer to the latest Fact Sheet published on www.alliancebernstein.com for latest performance data for the Fund. 
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Limited is authorised and regulated in the UK by the Financial Conduct Authority (FCA).  
MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may 
not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, reviewed or produced by MSCI. 
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