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Market Overview  
Global equities rose during the first quarter despite periods of volatility triggered by stubbornly high inflation, banking industry turmoil 
and renewed recessionary fears. Unexpectedly strong global economic data created uncertainty around the depth of the disinflationary 
process and raised concern that key central banks would keep interest rates higher for longer than previously expected. China’s 
broadening economic recovery, underpinned by strong consumer and infrastructure spending and a stabilizing property market, added 
to returns. Global stocks, as measured by the MSCI All Country World Index (ACWI), rose 7.31% during the first quarter of 2023 (all 
returns in US-dollar terms). 

Early in the quarter, equity markets rallied as recent economic data and easing inflationary pressures supported expectations that the 
US Federal Reserve would downshift to a 0.25% rate hike and be able to negotiate a soft landing. Investor sentiment turned pessimistic 
after the Fed’s preferred inflation gauge, the Personal Consumption Expenditures Price Index, accelerated unexpectedly. Consumer 
spending surged 1.8% in January—the largest increase in nearly two years—vastly exceeding consensus estimates. Strong hiring and 
wage growth, including upward inflation adjustments to Social Security, underpinned rising personal income, which drove spending on 
goods and services. Initial jobless claims remained low despite recent layoffs, as the demand for workers continued to outstrip supply, 
keeping upward pressure on wages. 

Volatility increased as the collapse of US-based Silicon Valley Bank and Signature Bank, and later, Credit Suisse, triggered fears of 
broader financial contagion and drove stocks lower. Despite the fear of additional bank failures, the Fed and the European Central Bank 
raised rates 0.25% and 0.50%, respectively. Both the ECB and the Fed prioritized reining in inflation, but the market reacted negatively 
to Fed Chair Powell’s hawkish comments, which also warned against the possibility of rate cuts in 2023. Powell also cautioned that 
tighter credit conditions could follow the crisis, as banks might slow lending in an attempt to increase liquidity. According to Powell, the 
macro effect of a credit crunch could “weigh on economic activity, hiring, and inflation” and influence future monetary policy decisions, 
but it could also make avoiding a recession considerably more difficult. As the quarter closed, stocks recovered some losses as 
confidence grew that further banking system contagion had been averted and US inflation data came in softer than expected.    

During the quarter, both growth- and value-oriented stocks rose, but growth significantly outperformed value on a relative basis. Growth 
stocks—led by technology companies that had been pressured by rising interest rates throughout most of 2022—continued to rebound 
as speculation that the Fed might soon pivot drove rates lower and provided support for longer-duration investments. Value stocks 
underperformed on a relative basis as the banking system crisis and fears of a credit crunch hit value-oriented sectors hardest (as 
measured by the MSCI ACWI Growth and Value indices). Sector performance was mixed. The technology and communication services 
sectors outperformed, while energy and healthcare underperformed on a relative basis. 

Portfolio Performance* 
During the quarter, the AB Dynamic Multi-Asset Income 20/80 Portfolio generated a positive return and outperformed its benchmark, the 20% 
MSCI World High Dividend Yield Index/40% Bloomberg Global High Yield Index/40% Bloomberg Global Treasury Index. Our allocation to US 
large cap stocks contributed to performance, as was positive security selection within the AB High Income Fund. In contrast, negative security 
selection within the AB Income Fund and our underweight allocation to long-term corporate bonds detracted from performance. 
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Outlook 
Based on our assessment of risk conditions and return potential across asset classes, the AB Dynamic Multi-Asset Income 20/80 model 
maintained a defensive stance through the first quarter of 2023. Given recent market volatility stemming from stress in the US banking sector, 
we continue to be mindful of risk. That said, we are beginning to see encouraging trends in inflation. Goods inflation has begun reverting to 
historical trends as normalization in consumption mix, better capacity utilization and improvement in logistics challenges help address some 
of the primary sources of extreme inflation. Continued increases in service inflation appear to be at least partly driven by lagged effects of 
housing and commodity price pass-through. If historical relationships hold, we expect significant normalization through the year.   

As we are beginning to see a reduction in inflationary pressures, we marginally added risk over the period. This includes a modest increase 
to investment-grade bonds and a reduction in US treasuries. Overall, we remain underweight in credit and growth, and modestly overweight 
rates.  
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*Based on a model portfolio as of 03/31/23. Performance includes management fees charged to investments in underlying funds/ETFs. Portfolio holdings, 
characteristics and weightings will vary over time. Contact your financial advisor for a complete list of portfolio holdings. 

The value of an investment can go down as well as up, and investors may not get back the full amount they invested. Capital is at risk. Past performance does 
not guarantee future results. 

There is no assurance that a separately managed account will achieve its investment objective. Separately managed accounts are subject to market risk, 
and the market values of securities owned will fluctuate so that your investment, when redeemed, may be worth more or less than its original cost. 

Investment Products Offered: • Are Not FDIC Insured • May Lose Value • Are Not Bank Guaranteed 

Past performance does not guarantee future results. There is no guarantee that any forecasts or opinions in this material will be realized. Information 
should not be construed as investment advice. 

References to specific securities are presented to illustrate the application of our investment philosophy only and are not to be considered recommendations by AB. 
The specific securities identified and described in this presentation do not represent all the securities purchased, sold or recommended for the Portfolio, and it should 
not be assumed that investments in the securities identified were or will be profitable.  

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. 

AllianceBernstein Investments, Inc. is a unit of AllianceBernstein L.P., the manager of the Portfolio, and is a member of FINRA. 

AllianceBernstein® and the [A/B] logo are registered trademarks and service marks used by permission of the owner, AllianceBernstein L.P. 
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