
Fund Performance
In the fourth quarter of 2022, the AB High Income Fund delivered
positive absolute returns but underperformed its benchmark, the
Bloomberg Global High Yield Index (USD hedged), which returned
6.38%. Year to date, the Fund decreased in absolute terms and
underperformed the benchmark’s return of –11.05%.

During the quarter, an underweight allocation to emerging markets
(EM) was the primary detractor from performance. Allocations to
securitized assets, including commercial mortgage-backed securities
(CMBS) and credit risk–transfer securities (CRTs), and bank loans also
detracted.

An overweight to high yield and security selection within EM
contributed.

Global Market Review
The year 2022 was a very difficult period for markets broadly. As
central banks battled inflation, interest rates soared and recession
fears mounted. Equity and fixed-income markets fell in tandem.
Longer-term yields in developed markets (DM) rose sharply, leading
global DM treasury returns to fall 10.80% during the year, as
measured by the Bloomberg Global Treasury Index on a hedged basis.

Almost all DM central banks delivered hawkish rate hikes, and many
began or are preparing to enter quantitative tightening, resulting in
large increases in short-term rates globally. Yield curves inverted in
markets that include the US and Canada, and currency markets
responded with significant moves. The Fed raised short-term rates to
a range of 4.25% to 4.50%. At the end of the year, short-term interest
rates were 4.25% in Canada, 3.50% in the UK and 3.10% in Australia.
The ECB exited negative interest rates, bringing its deposit rate to
2.00% in the eurozone. Short-term rates were held at –0.10% in
Japan.

Longer-term yields also increased dramatically in 2022; 10-year US
Treasury yields rose 237 basis points (b.p.) to 3.88%. Canadian 10-
year government yields increased by 187 b.p. to 3.30%, while similar
maturity yields in the UK rose 270 b.p. to 3.67%. In Australia, 10-year
yields were 238 b.p. higher to 4.05%. In the eurozone, 10-year
German Bunds went 275 b.p. higher from negative yields to 2.57%,
Italian 10-year yields jumped 353 b.p. to 4.70%, while similar
maturities in Spain rose 309 b.p. to yield 3.65%. In Japan, 10-year
government yields increased 35 b.p. to 0.41% after the Bank of Japan

(BoJ) unexpectedly relaxed the band on its yield curve control (YCC)
policy from 25 b.p. to 50 b.p. on the 10-year part of the yield curve late
December.

Most credit sector returns were challenged relative to government
bonds. Securitized assets outperformed other credit sectors. DM
investment-grade corporate bonds fell 14.11%, while DM high-yield
corporates ended the year down 10.51%, slightly ahead of DM
treasuries. EM hard-currency sovereign and corporate bonds trailed
with losses of 17.78% and 12.26%, respectively, while EM local-
currency bonds fell 11.69%. The safe-haven US dollar gained on the
vast majority of DM and EM currencies in the risk-off environment that
lasted until the fourth quarter.

During the quarter, while the aggregate return for DM treasuries was
fairly flat on a hedged basis, up 0.06% according to Bloomberg, there
was significant volatility and dispersion in performance across
countries and yield curves. US 10-year yields were up just 4 b.p., but
the one-year rate was up 72 b.p., resulting in further inversion of the
curve, while markets across Europe had rates increase across the
curve. In Japan, 10-year yields increased 19 b.p. as the BoJ relaxed its
YCC policy band, while the UK rallied after the Bank of England
stepped in to stabilize the market following the spike in interest rates
from the short-lived fiscal plan of former Prime Minister Liz Truss. Risk
assets rebounded, as investors heralded the seeming peak of global
inflation and began to predict the end of central bank hiking cycles, as
economic growth started to slow. DM high-yield corporate bonds
rallied 4.52%, while investment-grade corporates gained 3.11%.
Securitized assets also had solid relative returns. EM debt led relative
returns in credit sectors, with EM high yield materially outperforming
EM investment grade. EM hard-currency sovereign and corporate
bonds gained 8.11% and 4.72%, respectively, while EM local-
currency bonds advanced 8.45%.

+ US High Yield: 4.17% (Bloomberg US Corporate High Yield Index)

+ Local-Currency EM: 8.45% (J.P. Morgan GBI-EM Global
Diversified Index)

+ US-Dollar EM: 8.11% (J.P. Morgan EMBI Global Diversified Index)

Fund Positioning
High-yield corporate fundamentals continue to improve, while the
growth of that improvement has slowed over the year, the starting
point continues to get better. Corporations are starting from a
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position of strength, and even as balance sheets weaken,
fundamentals should remain supportive of credit. Leverage levels are
currently at the lower end versus long-term levels, and interest
coverage is at or near all-time highs. As rates have become more
restrictive and corporations face more headwinds, we expect defaults
to increase closer to historical averages during 2023. The high-yield
market has limited maturities over the next few years, which should
limit these defaults. High yield had three consecutive months with no
new defaults in December. The quality of the US high-yield market has
improved and is as high as it has been over the past 10 years, thanks
to fallen angels (credits downgraded from investment grade to high
yield) that got absorbed into high yield and many of the riskier credits
that defaulted in 2020. Year to date, over 1.3 times (by dollar volume)
of the high-yield market has been upgraded versus downgraded. In
addition, the market has had US$113 billion in rising stars and less
than US$14 billion in fallen angels. We believe now is an attractive
entry point, as the yield to worst (Bloomberg Global High Yield Index)
ended the quarter at 9.4% and has historically been a good predictor
of future returns.

In relation to high-yield corporate bonds, we diversify our US high-
yield exposure with an allocation to European high yield, which
historically can provide attractive opportunities. We are less
constructive on European high yield as it has outperformed US high
yield, and valuations are not as attractive as they once were. We might
look to reduce our exposure going forward to monetize gains.

We use synthetic high yield (a derivative called “CDX high yield”) to
manage risk in the Fund. The use of derivatives enhances liquidity, as
they are often more easily traded in times of volatility, which allows us
to capitalize on market dislocations. Relative to high-yield cash bonds,
synthetic high yield has historically delivered better returns during tail
events (when high yield declines more than 5%)—thus improving the
Fund’s overall tailrisk profile as well.

We maintain an allocation to bank loans, buying loans when relative
value is attractive versus bonds. Within investment-grade corporates,
the majority of our allocation is focused on BBB-rated bonds.

Despite the energy sector benefiting from higher oil and gas prices,
we remain cautious on the industry. Oil prices have started to decline
as economic growth has slowed and government intervention has
allowed more supply to enter the market. Overall capacity remains
below pre-COVID-19 levels, as rig counts have been kept in check.
We prefer midstream over exploration and production, as midstream
relies more on volume than price. The high-yield energy sector has
become higher quality as many weaker credits have defaulted, and
there has been a large influx of fallen angels. After the market sell-off
in late March 2020, we reduced our underweight by adding higher-
quality energy names—such as credits rated BBB and BB (fallen
angels)—that have significant liquidity and runway to operate in a low-
oil-price environment, as valuations are attractive. Energy also
provides some hedge to future inflationary pressures. During the
quarter, we continued to reduce our energy exposure, as bonds have
traded up and valuations have become less compelling. The energy
sector has been the best-performing industry year to date.

Despite EM’s strong relative performance at the end of the period, we
are still cautious on EM given the macro backdrop and ongoing
uncertainty. EM are challenged as global growth is slowing amid high
inflation and aggressive central banks. We recognize that valuations
are extremely compelling but caution against concentrated/
idiosyncratic bets, and we maintain diversification across 40-plus
countries in our EM hard-currency exposure. Our preference today is
for corporates, given their attractive risk-adjusted returns. Throughout
the quarter, we reduced our allocation to sovereigns and added to
select corporate names below par. As a result, our EM corporate
exposure now outweighs our exposure to EM sovereigns.

We have very limited exposure to EM local currency. We hedge almost
all our local EM currency exposure. In late 2021, we reduced our EM
local exposure to almost 0%.

The Fund’s EM currency risk remains on the lower end of its historical
range, as we do not expect this to be a meaningful contributor or
detractor going forward. We continue to hold positions in a handful of
currencies that are associated with local-bond holdings and that offer
a consistent premium.

Within securitized assets, the housing market is showing signs of
cooling. We expect demand to continue to decline given significantly
worsened affordability. However, inventory levels—while likely to
increase somewhat—remain tight. While price changes may vary
meaningfully across regions and price tiers, we do not expect them to
decline in aggregate over the course of 2023. Today’s higher home
prices have significantly increased the equity of homeowners, which
provides an incentive for them to stay current on their mortgages (this
supports our CRT holdings). Additionally, the home price appreciation
has significantly decreased the loan-to-value ratios of more seasoned
vintages, strengthening their fundamentals. Also, the borrowers in
existing mortgage pools have locked in lower rates. Household
balance sheets are in strong shape and strict lending standards
prevent lower-income borrowers from buying homes that are too
highly priced relative to their income. Throughout the year, we have
been reducing our CRT exposure by selling into market strength,
which has improved the liquidity profile of the Fund.

Within CMBS, we prefer deals that originated between 2012 and
2016, with tighter underwriting standards and better loan-to-value
ratios. CMBS delinquencies have stabilized and trended lower. Given
the credit enhancements and the current prices of these securities,
we believe that we’re being compensated for the risk. In CMBX.6, the
loss-adjusted yields point to attractive forward returns. CMBX.6 have
rallied this year on the back of improving fundamentals (e.g., higher-
than-expected payoff trends, mall loans generally getting extended
rather than foreclosed on, and better-than-expected recovery values
on defaulted loans). The reopening of the economy bodes well for
retail and lodging, while the office space is more challenged. Given
the strong outperformance of CMBS this year, we have taken this
opportunity to modestly reduce our allocation. During the period, we
had additional paydowns on our CMBX.6 holdings.
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PORTFOLIO INFORMATION

Class Ticker Inception Date

A AGDAX 2/25/94

C AGDCX 2/25/94

Advisor AGDYX 1/28/08

I AGDIX 1/28/08

Z AGDZX 10/15/13

Portfolio Characteristics

Effective Duration1 3.96 Yrs.

Total Number of Holdings 1025

Portfolio Statistics

Sharpe Ratio (3 yr)2 -0.16

Standard Deviation (3 yr)3 13.73

Sector Breakdown4

Corporates - Non-Investment Grade 58.89%

Corporates - Investment Grade 13.30

Bank Loans 6.31

Emerging Markets - Corporate Bonds 6.29

Collateralized Mortgage Obligations 5.17

Collateralized Loan Obligations 3.34

Commercial Mortgage-Backed Securities 2.85

Emerging Markets - Sovereigns 2.75

Global Governments 2.66

Derivatives, Cash & Other -1.56

Quality Breakdown4,5

Highest of S&P/Moody’s/Fitch
AAA 3.26%

AA 0.11

A 2.58

BBB 13.14

BB 35.23

B 28.74

CCC & Below 8.93

Not Rated 6.02

Short Term Investments 0.82

Country Breakdown4

United States 70.65%

United Kingdom 5.12

Canada 2.12

Luxembourg 2.09

Brazil 1.78

France 1.36

Italy 1.30

Spain 1.18

Germany 1.10

Other 13.30

Net Currency Exposure4

Top Long Positions
US Dollar 100.36%

Nigerian Naira 0.03

Argentine Peso 0.02

Other 0.01

Top Short Positions
Canadian Dollar -0.18%

Euro -0.13

Colombian Peso -0.08

Other -0.03

1 Effective Duration is a measure of the sensitivity of an asset or portfolio’s price to interest rate movements.
2 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.
3 Standard Deviation is a measure of the dispersion of a portfolio’s return from its mean.
4 Holdings (including derivatives) are expressed as a percentage of net assets and may vary over time.
5 The highest of S&P, Moody’s, Fitch, Kroll Bond Rating Agency, LLC and DBRS Morningstar but may rely on ratings from other nationally recognized statistic rating organizations (NRSROs).

Not-rated securities are those rated by another NRSRO. Credit quality measures the creditworthiness and risk of a bond or portfolio, based on the issuer’s financial condition. AAA is highest
and D is lowest. Ratings may not accurately reflect credit risk and are subject to change. If applicable, the Pre-Refunded category includes bonds which are secured by US Government
Securities and therefore are deemed high-quality investment grade by the Adviser.
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QUARTERLY AVERAGE ANNUAL TOTAL RETURNS AS OF 12/31/22: ADVISOR CLASS PERFORMANCE

QTD YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs
Since

Inception
Expense Ratios

as of 1/31/22

High Income Fund† 4.85% -11.59% -11.59% -1.37% 0.64% 3.23% 5.88% Gross 0.59%

Bloomberg Global High Yield Index (USD hedged) 6.38 -11.05 -11.05 -1.20 1.23 3.75 6.21
Net‡ —

33% Bloomberg HY 2% Issuer Capped Index /
33% JPM EMBI Global / 33% JPM GBI-EM 5.58 -12.05 -12.05 -2.85 0.01 1.39 3.99

Morningstar High Yield Bond Category 3.91 -10.09 -10.09 -0.21 1.74 3.20 4.70

SEC Current Yield (30-day)*‡ —% Unsubsidized Yield 9.96%

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 Fund’s Advisor Class share inception date is 1/28/08 and is the date used to calculate since inception annualized performance.
‡ 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.
* Yields for other share classes will vary due to different expenses. Unsubsidized SEC yield is calculated using the total expense ratio excluding any fee waivers.
Bloomberg Global High Yield Index represents the performance of non investment-grade fixed-income securities in US, developed and emerging markets.
The 33% Bloomberg HY 2% Issuer Capped Index / 33% JPM EMBI Global / 33% JPM GBI-EM represents a blended performance barometer consisting of a mix of each Index as noted. Bloomberg
High Yield (HY) 2% Issuer Capped Index is the 2% issuer capped component of the US Corporate High Yield Index, which represents the performance of fixed-income securities having a maximum
quality rating of Ba1, a minimum amount outstanding of $150 million, and at least one year to maturity. JPMorgan Emerging Market Bond Index (EMBI) Global (market-capitalization weighted)
represents the performance of USD denominated Brady bonds, Eurobonds, and trade loans issued by sovereign and quasi-sovereign entities. JPMorgan Government Bond Index-Emerging
Markets (GBI-EM) represents the performance of local currency government bonds issued by emerging markets.
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. Interest Rate Risk: As interest rates rise,
bond prices fall and vice versa—long-term securities tend to rise and fall more than short-term securities. Credit Risk: A bond’s credit rating reflects the issuer’s
ability to make timely payments of interest or principal—the lower the rating, the higher the risk of default. If the issuer’s financial strength deteriorates, the issuer’s
rating may be lowered and the bond’s value may decline. Inflation Risk: Prices for goods and services tend to rise over time, which may erode the purchasing power
of investments. 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. Diversification Risk: Portfolios that hold a smaller number of securities may be more volatile than more diversified portfolios, since gains or
losses from each security will have a greater impact on the portfolio’s overall value. 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. Leverage Risk: Trying to enhance investment
returns by borrowing money or using other leverage tools—magnify both gains and losses, resulting in greater volatility. Below Investment Grade Securities Risk:
Investments in fixed-income securities with lower ratings (commonly known as “junk bonds”) tend to have a higher probability that an issuer will default or fail to meet

its payment obligations.

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. © 2023 AllianceBernstein L.P. www.abfunds.com
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