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Market Review 
US stocks rose in April as investors 
weighed concern that persistent inflation 
would keep interest rates higher for longer 
against the prospect that a deteriorating 
growth environment might lead the US 
Federal Reserve to pause rate hikes. 
Although disinflation gained some traction, 
the Fed continued to emphasize its higher-
for-longer messaging and downplayed 
pivot expectations as consumer 
confidence dipped amid renewed 
recessionary fears, lingering concerns 
over the banking crisis and the looming 
debt ceiling deadline. US equities, as 
measured by the S&P 500,* closed down 
0.1%; year to date, the index has gained 
4.3% (all returns in British-pound terms). 

Despite softer-than-expected US 
Consumer Price Index and Producer Price 
Index prints, the Fed is expected to deliver 
a 0.25% interest-rate hike in early May—
but then possibly pause and hold rates 
steady for the remainder of 2023. The 
Fed’s preferred inflation gauge, the 
Personal Consumption Expenditures 
(PCE) Price Index, matched expectations, 
but core PCE increased sharply as a 
resilient labor market and rising wages 
continued to support robust consumer 
spending, giving the Fed reason to 
continue to raise rates. At its last Federal 
Open Market Committee meeting in 
March, Fed Chair Powell reaffirmed the 
Fed’s determination to reach its inflation 
targets and indicated that rates will likely 

 

*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. 

remain at peak levels long enough to 
ensure that longer-term inflation 
expectations are well anchored. 

With expectations set at a low bar, the 
first-quarter earnings season kicked off 
with some better-than-feared results within 
the banking sector—especially among 
large US banks—which helped ease 
concerns around widespread deposit 
outflows, declining loan demand and 
tighter credit conditions. Against a 
backdrop of weakening economic 
fundamentals, company guidance has 
been mostly cautious, but a range of early 
first-quarter reports also cited some 
positive themes, including continued 
pricing strength, diminishing cost 
pressures, strong service sector spending 
and a reacceleration in new home sales. 
Late in the month, equity markets rallied 
after mega-cap technology companies—
which have largely reversed last year’s 
underperformance—released favorable 
earnings reports that came in ahead of 
expectations.  

Both growth- and value-oriented stocks 
rose in absolute terms for the month and 
year to date. Value stocks outperformed 
growth stocks for the month, but growth 
stocks—led by technology stocks that 
continued to rebound on positive first-
quarter earnings reports and speculation 
that the Fed might soon pivot—
outperformed value stocks significantly for 
the year to date (as measured by the 

Russell 1000 Growth and Value indices). 
Large-cap stocks rose during the month 
and outperformed small-cap stocks, which 
declined; for the year to date, both large- 
and small-cap stocks rose, but large-cap 
stocks outperformed on a relative basis 
(as measured by the Russell 1000 and 
Russell 2000 indices). Sector performance 
within the S&P 500 was mixed. The 
industrials and consumer-discretionary 
sectors underperformed, while 
communication services and consumer 
staples outperformed on a relative basis. 

Portfolio Performance 
For April and the year to date, Class I 
shares of the ES AllianceBernstein 
Sustainable US Equity Fund declined in 
absolute terms and underperformed their 
Benchmark, the S&P 500, net of fees. 
During the month, both stock and sector 
selection detracted from overall relative 
returns. Stock selection within technology 
and healthcare detracted the most. 
Contributions from selection within 
consumer staples and industrials helped 
mitigate some of the underperformance. 

MSCI, from our Empowerment theme, 
improves the regulation and monitoring of 
global financial markets and institutions 
and strengthens the implementation of 
such regulations. Shares of the company 
detracted amid macro weakness weighing 
on new subscription sales, lowering the 
near-term sales outlook, with lengthening 
cycles and budget tightening among 
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clients. We view the recent weakness in 
new sales as temporary. Its asset-based 
fees should continue to rebound in the 
second half of this year on improving AUM 
fund flows. Furthermore, client retention is 
still robust at 95%. 

Flex, from our Climate theme, is a 
manufacturer of products that enable 
connectivity, safety and innovation for 
societies around the world through 
programs that involve waste reduction, 
product reuse and overall environmental 
sustainability. Shares detracted because 
of overall concerns around demand 
slowdown with weakening macro data. 

ON Semiconductor, from our Climate 
theme, engages in the provision of power 
and sensing solutions, as well as 
technologies for the electrification of the 
automotive industry. The company 
detracted as shares gave back some 
gains amid general weakness in the 
broader semiconductor industry. ON has 
benefited from electric vehicle (EV) 
tailwinds and its superior technology, with 
recent gains in silicon carbide with multiple 
original equipment manufacturers. 

Aflac, from our Empowerment theme, is the 
world’s largest supplemental health and life 
insurance provider, serving more than 50 
million customers across Japan and the US. 
The company contributed as shares traded 
higher amid an earnings results beat driven 
by better-than-expected US premiums and 
margins. The company had a good start to 
the year with better-than-expected benefit 
ratio and growing sales momentum in the 
US and Japan. 

Unilever, from our Health theme, is a 
manufacturer of consumer goods that sells 
hygiene and packaged food. The company 
contributed after reporting strong first-

quarter sales that surpassed estimates. 
Management reported that it had 
continued to successfully pass on higher 
prices to consumers in order to offset 
input-cost inflation, and that progress with 
strategic priorities was evidenced by 
broad-based growth across its five 
business groups. Guidance was positive, 
with confirmation that underlying sales 
growth for 2023 would be at least in the 
upper end of the company's 3%–5% multi-
year range with modest improvement in 
operating margins. 

Haleon, from our Health theme, a 
multinational consumer healthcare 
company, contributed. Haleon, formerly 
GSK's consumer healthcare business that 
was spun off in July 2022, is one of the 
world's largest sellers of nonprescription 
drugs, vitamins and oral care products. 
Although raw materials, transportation and 
energy costs have increased, 
management reaffirmed guidance and 
said that it plans to generate savings by 
exploiting business synergies, cost 
containment measures and potential 
operational leverage. Additionally, 2023 
organic revenue growth is forecast to be in 
the upper end of Haleon's projected range 
of 4%–6%, based on strong demand, 
partly the result of a more severe cold and 
flu season. 

Outlook 
Against a more challenging economic 
backdrop, our sustainable themes have a 
lot to offer. Within our Climate theme, the 
shift toward safer and more abundant EV 
options continues apace, driven by 
increasing model choice and auto original 
equipment manufacturer (OEM) 
preference. Although rising car prices 
initially presented a headwind to demand, 
several OEMs have since adjusted prices 
lower, driving higher volumes. Every EV 

rolling off the line contains significantly 
more electronic content, benefiting 
suppliers in this ecosystem.  

Within our Empowerment theme, the 
phenomenon that is ChatGPT has 
highlighted the capabilities of artificial 
intelligence (AI) to create better customer 
experiences and increase productivity by 
facilitating software development and co-
creation with engineers and other content 
creators. Generative AI models are 
massive in size (up to 500 million 
parameters), requiring a significant 
amount of computation to train and run, 
creating a robust tailwind for computing 
firms. Per NVIDIA, these new transformer 
AI models require 273 times more power 
every two years. More compute equals 
more power required, placing an even 
greater focus on energy efficiency 
strategies, and we have several 
investments in this area.  

In the area of Health, one persistent 
challenge facing the healthcare industry is 
the labor shortage of nurses and doctors, 
which pressures the capacity for hospitals 
to treat patients. We own several medical-
device companies in our portfolios that 
provide solutions to improve nurse and 
doctor productivity, and enable patients to 
be treated in less acute care settings such 
as the home—all while improving patient 
care and outcomes. Furthermore, new 
diagnostic tests and instruments help 
automate manual work in laboratories and 
speed up medical decisions. Challenges 
like these are long term in nature, and 
demand for solutions to these challenges 
should be less dependent on the 
macroeconomic environment for growth. 

We believe that a portfolio with a mix of 
defensive exposure and companies on the 
right side of change provides a strong 



 

Monthly Commentary 3 

combination for the current market 
environment. Resilient fundamentals and a 
valuation reset for growth stocks have 

created a powerful setup for this collective 
group of companies. 

Please refer to the following legal 
disclosures.
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