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MARKET OVERVIEW
The MSCI EAFE (Europe, Australasia and Far East) Index was up
4.80% in the third quarter of 2020, behind the S&P 500, which was
up 8.79%. Year to date, the MSCI EAFE was down 7.09%, compared
with the S&P 500, which was up 5.13%.

International equities continued its recovery during the third quarter.
As a second wave of the novel coronavirus emerged in western
Europe, several countries, including Spain, Italy and the UK, rolled
back some reopening plans. Investors balanced concern that rising
cases in some regions could reverse signs of economic recovery
against optimism driven by news that several potential vaccines had
reached advanced trials and that confirmed US COVID-19 infections
had started to decline. Despite ongoing tensions, US and Chinese
trade representatives cited progress with negotiations and reiterated
a commitment to the success of the phase-one trade deal, further
boosting investor sentiment. While the US has yet to reach an
agreement on additional fiscal support programs, monetary and fiscal
stimulus has continued to support global markets, led by massive
programs from the European Union and the US. Late in the quarter,
equity markets were buoyed after the US Federal Reserve announced
a shift to average inflation targeting to give added support to the US
labor market. This move is likely to keep interest rates near zero for an
extended period, providing further support to risk assets.

Sectors more closely tied to the broad economy, such as industrials
and materials, performed well. Growth companies that were broadly
viewed as more shielded from the lockdowns and potential medium-
term beneficiaries performed well, helping the technology sector. On
the other hand, value companies lagged, as they were viewed to be
challenged even after normalization post-lockdowns, driving
financials and energy sectors to underperform. As a result, there was
a wide divergence between growth and value.

Interestingly, on a year-to-date (YTD) basis, low-risk companies
underperformed the MSCI EAFE. Typically, low-risk companies tend to
perform better during periods of heightened uncertainty and low
interest rates; therefore, low-risk companies are trading at attractive
valuations currently, in our view.

The world lives under the fear of a potential second wave. The ultimate
impact of the pandemic remains unclear. In addition, given the
multitude of other macro and geopolitical risks still outstanding, we
believe that investors cannot be complacent. We continue to focus on
building a macro-resilient portfolio of well-capitalized companies with
strong business fundamentals.

FUND PERFORMANCE
The FlexFee International Strategic Core Equity Fund outperformed
its benchmark, the MSCI EAFE Index, in the quarter. Security selection
drove outperformance while sector selection was also positive.
Security selection within consumer staples and financials contributed,
while selection in healthcare and communication services detracted.
An underweight to energy and overweight to technology contributed,
while underweights to materials and consumer discretionary
detracted.

Contributors included SG Holdings, BANDAI NAMCO Holdings,
Admiral Group, Aristocrat Leisure and Swedish Match. Two
developments drove strong performance in the shares of Japanese
logistics and delivery company SG Holdings. First, the company
released strong fiscal 1Q:21 results at the end of July, with the stock
up 18% the next day. Operating revenue was up 9%, while profits
were up 48%, both significantly ahead of consensus, with all parts of
the business beating expectations. The company benefited from the
coronavirus-induced work-from-home environment with higher
volumes and lower costs (lower fuel and fewer re-deliveries) in the
delivery segment, while the logistics business benefited from COVID-
19-related emergency personal-protective-equipment shipments.
Second, at the end of August, SG Holdings announced a modification
of its alliance with Hitachi Transport System (HTS), which ultimately
saw it lowering its stake (while re-consolidating another subsidiary
back from HTS) and booking a ¥10.7 billion gain. SG Holdings will pay
a ¥10-per-share special dividend as a result. Stock was up 15% on
the news, as expectations around the HTS tie-up had been low and
the valuation at which it was able to acquire control of its subsidiary
was good.
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Japanese gaming and toy company BANDAI NAMCO released fiscal
1Q:21 results during the quarter, which came in ahead of
expectations. Although operating profit was down 13% year over year
(YoY), it was 44% ahead of consensus, and, importantly, the company
reinstated its full-year guidance. BANDAI NAMCO benefited from
people staying at home during COVID-19-related lockdowns, with
sales of home video games and collectible merchandise the main
driver of the strong results. Online content that was hurriedly
launched in response to the suspension of live entertainment has
been driving real merchandise sales in toys and hobbies, while the
digital share of home video-game sales increased from 52% in 4Q:20
to 68% in 1Q:21.

Along with other UK motor-insurer peers, Admiral Group released
strong 1H:20 results during August. Profits before tax came in 23%
ahead of consensus; importantly, the company announced that it
would pay its suspended special dividend, along with an interim
dividend (giving a 3% dividend yield even before any final dividend is
announced). The lockdowns led to fewer claims and this, along with a
higher-than-expected reserve release, improved Admiral Group’s loss
ratio. Although recent pricing data have been mixed, Admiral Group
believes that its actions to raise pricing, heading into 2020, has
positioned it well to weather greater competition. The company
maintains a strong solvency ratio.

Shares in Australian gaming company Aristocrat Leisure rose
throughout the quarter, as it benefited from the US economy opening
after the COVID-19-induced lockdowns. The stock was very weak in
1Q:20 as casinos, where its physical machines are located, in the US
were forced to close because of the coronavirus; but as casinos
started to reopen, the stock has bounced back strongly. More than
85% of casinos are now open, with more than 90% of machines at
these casinos switched on, and visitor numbers have been better than
the market anticipated. In addition, Aristocrat Leisure continued to
benefit from the transition to digital that has been seen across the
gaming/casino space during the COVID-19 period, with its digital
business continuing to do well.

Swedish tobacco company Swedish Match released strong 2Q:20
results in July. Net revenues grew by 11%, beating consensus; in
particular, its smoke-free products, mainly driven by its US Zyn
product, showed 19% growth, also ahead of expectations. Operating
profit and earnings per share (EPS) grew by 19% and margins
improved due to 230 basis points of expansion in smoke-free
products. Expectations had been muted going into the quarter, due to
capacity constraints and inventory reloading, but Zyn (tobacco-free
nicotine pouches that are placed under the lip) showed strong
demand, improved distribution and an increase in market share of US
nicotine pouches from 74% in 1Q:20 to 77% in 2Q:20. In addition,
Nielsen data for Zyn have continued to be positive while Swedish
Match’s main competitor has seen capacity constraints this year and
has reduced its volume guidance.

Detractors included Oracle Japan, Astellas Pharma, NTT, RELX Group
and Moneysupermarket.com. Japanese IT solutions company Oracle
Japan released fiscal 1Q:21 results at the end of September that were
weaker than expected and disappointed the market. Revenue was flat

YoY, while operating profit and EPS both increased by 2% but were
behind consensus. The miss was driven by a 13% decline in license
revenue due to weaker demand from small and midsize enterprises
(SMEs) because of COVID-19, even as demand from large firms
remained robust. Cloud demand remains strong, however, and
advance payments rose 10% YoY. Oracle Japan left full-year guidance
unchanged; although it expects weaker demand again from SMEs in
2Q:20, it also expects earnings momentum to pick up in 2H:20. The
weakness in the quarter should be set against the YTD performance,
where the stock has been very strong, up 29% YTD going into the
results versus the TOPIX, which is down 5%.

Japanese pharmaceutical Astellas Pharma released 1Q:20 results in
August that were slightly weaker than expected, due to COVID-19
effects. However, its biggest drug, Xtandi, a prostate cancer drug,
continues to trade well. Astellas cut guidance but was largely in line
with consensus. Shares were weak going into results as investors
possibly became concerned about its upcoming results and guidance
since some of Astellas’ competitors had reported weak top lines. In
addition, Astellas had been one of the few names in the space not to
include a COVID-19 impact in its guidance back in May, raising
expectations of a guidance downgrade. Revenues were down 8% YoY
while operating profit was down 21%. Astellas’ overactive bladder
franchise was hit by COVID-19, and costs were higher following its
acquisition of Audentes Therapeutics; however, continued strength in
Xtandi (+17%), due to indication and geographic expansion, was an
important offset. Revenue and profit guidance were cut by 2%,
slightly more than consensus.

Japanese telecom company NTT declined during the quarter,
particularly in September, primarily due to the election of Yoshihide
Suga as the new Japanese prime minister. NTT also announced an
offer to acquire the remaining 34% of NTT DoCoMo. The election of
Suga as prime minister is considered a negative development for the
telecom space, as he is considered to be more hawkish than the
previous prime minister, Shinzo Abe, on the need for mobile tariff
reductions. The government can’t regulate to lower the price directly
but can influence the decision-making of the telecom companies
through other leverages, such as spectrum allocation and charges.
We believe NTT will be able to offset any impact by mix improvement
and a reduction in handset subsidies, as it has done in the past (the
government first asked for a price cut in 2015). The deal for DoCoMo
was a surprise move, and the price offered is at a 40% premium to the
previous close and a 29% premium to the average close of the last six
months. In an environment of government pressure on
communication fees, which could affect DoCoMo’s earnings, this was
seen as a risky move by the market and thus possibly at a price too
steep. The implied multiple of 21x FY:20 earnings compares with a
multiple of roughly 10x at peer KDDI. However, there should be
synergies as the company becomes a wholly owned subsidiary, and its
profit-generation capability is expected to expand as collaboration
within the group is strengthened. NTT has a good track record of cost
cutting, and NTT DoCoMo is the perfect place to apply this skill.
During August, NTT released 1Q:20 results, which were solid, with
operating profit down just 1% YoY and NTT DoCoMo returning to
profit growth, helped by solid average revenue per user (ARPU). Churn
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on its broadband declined due to surging work-from-home demand
while operating profit margin from overseas businesses improved due
to reduced costs. Company management sees good trends in mobile
ARPU and lower churn for its fixed-line business to continue through
the rest of the year, and it gave full-year guidance of 1.8% operating
profit growth and flat EPS, despite a 3.3% decline in revenue.

UK-listed business-services company RELX Group declined in the
quarter, mainly in July, as fears around a pickup in COVID-19 cases
and a second wave of the virus started to increase again, particularly
in the US. This predominantly affects RELX’s exhibitions business,
where nearly all events outside China have been canceled, and, to a
lesser extent, its journals business due to increased pressure on
library budgets. RELX released 2Q:20 results in July that were largely
in line with expectations with the business performing well ex-
exhibitions. Revenues were down 10% YoY, driven by a 71% decline
in exhibitions, and EBIT was down 24% YoY. However, RELX’s STM
(Academic Publishing) and legal divisions showed 1% organic growth,
highlighting the strength of businesses that are 75% and 80%
subscription-based, respectively. Both divisions were hit by physical
book sales declines due to COVID-19-related distribution issues,
meaning that their digital sales saw 4% growth. Risk and business
analytics saw 3% growth with run-rate for the first three weeks of July
at about half of the previous year, which is ahead of the company’s
expectations. In August and September, RELX outperformed the
MSCI EAFE, but the uncertainty around its exhibitions business
continues to be a headwind for the stock, even though that is its
smallest division, at only 16% of revenues and 13% of operating
profit in fiscal year 2019.

UK internet price-comparison company Moneysupermarket.com
detracted as COVID-19 continues to affect parts of its business while
a Financial Conduct Authority report into insurance pricing at the end
of the quarter may potentially lead to lower switching rates.
Moneysupermarket.com had performed well off the market trough as
investors expected higher switching rates as consumers looked to
save money and improve their home broadband. A trading update in
June followed by results in July suggested that the market had
overestimated the resilience. Performance in home services (energy
and broadband) was good, at +27%, while insurance was down 22%
and money was down 44%. However, insurance has seen sequential
improvement through the quarter, from being down 30% in April to
being down 10% in June, and the company guided that motor and

home insurance (the largest two parts of the segment) were back to
growth in July (life insurance and travel are still challenged). Activity in
money remains depressed, down about 40% YoY, due to lack of deals
and offers from banks. Encouragingly, the company has maintained its
interim dividend, signaling the company’s confidence in its cash flows.

OUTLOOK
Economic activity and the equity markets bounced back strongly after
COVID-19 brought the global economy to a grinding halt in the spring.
However, the world still lives under the fear of a potential second
wave, and the ultimate impact of the pandemic remains unclear. In
addition, given the multitude of other macro and geopolitical risks still
outstanding, we believe that investors cannot be complacent. We
continue to focus on building a macro-resilient portfolio of well-
capitalized companies with strong business fundamentals.

At the same time, low-risk stocks performed less well during this
cycle, compared with previous downturns, especially considering the
low interest-rate environment. In addition, the valuation of the
highest-growth companies has become elevated. Considering this
backdrop, we remain optimistic about our high-quality and lower-risk
holdings in the fund.

The fund is heavily populated with quality defensives—companies that
are resilient to fluctuations in the global economy but that have robust
business models that enable them to earn healthy profit margins.
Solvency of our holdings remains strong.

We believe that investors should focus on investing in well-capitalized
companies with strong business fundamentals rather than timing the
market. The pandemic will likely serve to accelerate many of the
preexisting structural trends. Most notably, continued transition to a
more knowledge-based economy means that companies with strong
brands, intellectual property, and research and development (R&D)
capabilities should see opportunities for profitable growth. We have
positions in technology companies with recurring cash-flow streams
and strong R&D capabilities, leading pharmaceutical companies,
branded food and beverage makers, and companies with proprietary
data or intellectual property. Furthermore, many defensive businesses
are trading at attractive valuations.

We continue to strive to build a macro-resilient fund and to invest in
companies that will succeed over time, regardless of how the
pandemic unfolds or how geopolitical or macro risks rear their heads.
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PORTFOLIO INFORMATION

Class Ticker Inception Date

Advisor FFSYX 6/28/17

Portfolio Characteristics Portfolio Benchmark1

Total Number of Holdings 82 898

P/E Ratio
(Stock Price/Earnings: last 12 mo) 22.48x 20.16x~

Dividend Yield 2.75% 2.67%~

ROE (Return of Equity; next 12 mo) 16.16% 9.27%

Weighted Market Cap ($ Billions) 53.5 62.8

Portfolio Statistics

Beta (3 yr)2 0.82

Sharpe Ratio (3 yr)3 0.11

Standard Deviation (3 yr)4 12.86

Alpha (3 yr)5 2.04

Top Ten Holdings6

Roche 3.44%

RELX 2.73

Wolters Kluwer 2.61

Constellation Software 2.56

Nestle 2.45

Oracle Japan 2.37

Partners Group 2.14

SG Holdings 2.14

Koninklijke Ahold Delhaize 2.10

Swedish Match 2.00

Sector Breakdown6 Portfolio Benchmark1

Information Technology 16.77% 8.62%

Financials 14.98 15.07

Industrials 14.78 15.23

Consumer Staples 12.85 11.94

Healthcare 9.96 14.36

Communication Services 8.21 5.47

Consumer Discretionary 7.87 11.86

Utilities 4.80 3.97

Real Estate 4.33 3.10

Energy 0.83 2.77

Materials 0.25 7.62

Cash and Cash Equivalents 4.37 —

Country Breakdown6

Japan 20.14%

United Kingdom 16.90

Switzerland 11.77

Netherlands 6.30

Canada 5.58

Israel 4.49

France 3.41

Singapore 3.37

Germany 3.31

Other 24.73

Net Currency Exposure6

Euro 31.37%

Japanese Yen 25.82

British Pound 14.03

Swiss Franc 10.24

Australian Dollar 6.48

US Dollar 3.56

Swedish Krona 3.08

Danish Krone 2.43

Hong Kong Dollar 1.56

Other 1.43

Top Five Contributors

SG Holdings

Bandai Namco

Nice

Admiral Group

Aristocrat Leisure

Top Five Detractors

Oracle

Astellas Pharma

Nippon Telegraph & Telephone

RELX

Moneysupermarket

1 MSCI EAFE 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 fund assets 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 09/30/20: ADVISOR CLASS PERFORMANCE

QTD YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs
Since

Inception Expense Ratios*

as of 4/30/20

FlexFee International Strategic Core Portfolio† 5.46% -3.28% 2.04% 2.99% — — 3.78%
Gross
Net‡

7.09%
0.15%

MSCI EAFE Index (net) 4.80 -7.09 0.49 0.62 — — 1.91 as of 9/30/20

Morningstar Foreign Large Blend Category 5.80 -5.73 2.19 0.41 — — 1.83
Gross
Net‡

5.24%
1.15%

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. Performance assumes reinvestment of distributions, the deduction of all fund expenses, 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.
* 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. This waiver extends through April 30, 2021 and may be extended by the Adviser for additional one-year terms. Absent reimbursements or
waivers, performance would have been lower.

† The Fund’s Advisor Class share inception date is 6/28/17 and is the date used to calculate since inception annualized performance.
‡ Excludes expenses associated with acquired fund fees and expenses other than the advisory fees of any AB mutual funds in which the Fund may invest, interest

expense, taxes, extraordinary expenses, and brokerage commissions and other transaction costs. Expenses are subject to change.
MSCI EAFE (Europe, Australasia, Far East) Index (free float-adjusted market capitalization weighted) represents the equity market performance of developed markets, excluding the US and
Canada. Net index reflects the reinvestment of dividends. 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, any securities or financial products. This report is not approved, reviewed or produced by
MSCI.
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.

FEES LINKED TO OUTPERFORMANCE
Fund Performance

(assumes deduction of TER)
vs Benchmark

Total Expense
Ratio (TER)*

Min Fee Index or lower 0.15%

+0.20% 0.23%

+0.40 0.30

+0.60 0.37

+0.80 0.44

+ 1.00 0.51

+ 1.20 0.58

Mid Fee Index + 1.40% 0.65%

+ 1.60% 0.72%

+ 1.80 0.79

+2.00 0.86

+ 2.20 0.93

+ 2.40 1.00

+2.60 1.07

Max Fee
Index + 2.80%

or higher 1.15%

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. 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. 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. 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. © 2020 AllianceBernstein L.P. www.abfunds.com
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