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Market Overview
US equity markets advanced over the fourth quarter with the S&P
500’s 7.56% total return improving the year’s 18.11% loss. For the
quarter and the year, growth stocks underperformed value stocks as
higher rates weighed on longer-duration stocks. The Russell 1000
Growth Index returned 2.19% for the quarter, bringing the year-to-
date loss to 29.14%, versus the Russell 1000 Value Index’s return of
12.42% for the quarter and –7.54% for the year.

Despite the continued pressure of rates on financial assets, inflation
looks like it has peaked. Supply issues have largely resolved. Wages
and employment still look strong, but stickier components of inflation
such as housing costs are poised to decline. Energy remains a wild
card as ever—especially with China reopening—but oil retraced most
of its double-digit gains for the year.

The Fed’s fight against inflation has locked it into tighter monetary
conditions, but recurring talk anticipating a Powell pivot reveals how
the quantitative-easing era trained market participants to look for
easing as a bullish signal for equities. Adherence to our philosophy
helps us resist this Pavlovian desire to embrace the prior period’s
norms. For us, prior norms precede the era of easy money and
excessive risk-taking that favored market-share narratives over
proven profit generation. Going forward, evaluating fundamentals and
valuations will matter more if the cost of debt and equity financing is
sustained at higher levels. We have consistently looked for profitability
above the cost of capital, which often ensures self-funding
reinvestment. And rather than look for revaluation catalysts, we rely on
compounding profits to ultimately drive equity performance.

While the normalization of monetary policy is something we embrace,
we share concerns about the consequences of slowing economic
growth too much; dropping demand can undermine the pricing power
that has broadly sustained high corporate margins for much of 2022.
Higher rates have already slowed housing and auto sales (and prices)
despite favorable longer-term supply and demand dynamics. Caution
warrants looking out for negative elasticities across industries as
higher rates and dwindling cash reserves dent demand.

We require business models that can exercise pricing power but also
emphasize the importance of management budgeting to preserve
profitability. Analyzing capital investment helps inform our long-term
outlook, but we also evaluate shorter-term expense management.
Concerns about managements’ capital expenditure discipline and
cost-cutting resolve—after so many years of emphasizing
investment—have motivated meaningful reductions in FAANGM/
platform stocks over the last year.

Too many holdings experienced a tough transition from COVID-19
demand tailwinds to reopening headwinds, which tested short-term
profit resiliency and, in some cases, challenged long-term investment
theses. In several letters, we have discussed the remediation required
to restore balance to the Fund after suffering below-par stock
selection early in the year. We highlight the attractive earnings revision
profile of the current Fund versus the benchmark—a contrast to how
we entered 2022.

Revaluation caused most of the disappointment in 2022. The
environment remains challenging but earnings trajectories, not the
impact of rising discount rates on those earnings, will likely dominate
2023 equity returns. The Fund remediation favors companies that
have positioned for slower growth or the resumption of secular
demand trends as the hangover from COVID-19-induced demand
pull-forward subsides. Also, if economic dislocations heighten risk
aversion, we should benefit from factor tailwinds that favor our quality
footprint such as low leverage. We endeavor to demonstrate better
defensive performance but also take advantage of continued volatility
to position the Fund to sustain higher growth after emerging from this
period of normalization.

Platform Companies: Large Vehicles Require Braking, Not Just
Acceleration
Are we witnessing a regime change that will usher in new market
leadership? Much of that answer depends on how well the platform
companies manage current challenges.

The platform companies dominated market success over the bull
market following the global financial crisis, but we have not simply
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ridden the FAANGM wave. As bottom-up active managers, we always
evaluate the idiosyncratic risks and rewards through the lens of our
philosophy. By rigorously applying that philosophy, we remind
investors that we never embraced the entire cohort, resulting in long-
term positive and negative contributions. Even when positively
inclined, we have preserved prudent diversification by limiting the
relative, absolute, risk-adjusted and aggregated position sizes of our
FAANGM exposures.

Also, over the last year, we have actively reduced several positions
reflecting concerns that many of our preferred platform companies
have overemphasized investments that seek to beat the competition
to new opportunities, rather than also considering how the cycle and
market penetration impact returns. Amazon was reduced because of
its massive overinvestment in its retail logistics network as the
company rashly extrapolated COVID-lockdown demand. Meta
Platforms was ultimately eliminated in large part because it cannot
estimate the payoff on its stepped-up investments in developing the
metaverse concurrent with competitive issues within its base
business. More recently, we have reduced Alphabet Inc., not due to
concerns about its capital expenditures but because we were
disappointed in the company’s shorter-term expense discipline.
Alphabet’s CEO has acknowledged that intensifying macroeconomic
headwinds require a one-fifth boost of productivity, but in terms of
actions, Alphabet continues to grow headcount. Alphabet remains one
of the few technology companies yet to announce a reduction in force,
which we believe is overdue as its headcount stands roughly 50%
above pre-pandemic levels.

The platform companies enjoy impressive scale and competitive
moats, but resources are not limitless and, like any company, should
be focused on their most productive uses. These companies cannot
be managed successfully without balanced consideration of how
decisions impact near- and longer-term incremental profitability. That
we evaluate the platform companies independent of their heft in the
benchmark should underscore confidence that we will not overstay
any investment if it no longer fulfills our philosophy. We do not adopt
market themes. Instead, we seek companies that pursue robust
reinvestment and healthy profit generation with an eye toward
improving returns longer term. We own many of the companies that
fulfill this philosophy but are excited by the prospect that some remain

undiscovered or have yet to emerge. Growth stock investing is an
evergreen process that uncovers new opportunities, not an exercise in
extrapolating past success.

Intuitive Surgical: Continued Growth in Robotic Surgery
Intuitive Surgical continued to recover as it shed concerns about
systems placements that weighed on shares earlier in the year. Our
thesis of increased penetration for robotic-assisted surgery continued
unabated as the company reported better-than-expected procedure
volumes and system placements during its most recent earnings
report. Importantly, the company raised its full-year procedure growth
outlook to 17%–18%. While hospital budget environments can
certainly affect purchase timing, increased utilization ultimately
requires adding new systems for further capacity, which supports our
long-term investment thesis.

QUALCOMM: Near-Term Headwinds but Long-Term Opportunity
QUALCOMM underperformed over the quarter as consumer
weakness in China and the potential for smartphone production cuts
at Apple weighed on sentiment. Investors are penalizing downward
estimate revisions in a challenging cyclical backdrop for
semiconductors as we have transitioned from more than two years of
supply shortages to demand weakness and inventory build. We
reduced the QUALCOMM position considering our cyclical concerns,
but view the current risk/reward as accommodative as we enter the
inventory digestion phase of the cycle with 2023 expectations
significantly reset. We remain constructive on QUALCOMM’s long-
term diversification into automotive and edge compute markets as it
leverages its intellectual property portfolio and software capabilities.

The top five (held) contributors to relative performance during the
fourth quarter were Intuitive Surgical, Amazon (underweight), Visa,
Monster Beverage and IDEXX Laboratories.

The top five (held) detractors from relative performance during the
fourth quarter were Atlassian, Edwards Lifesciences, EPAM Systems,
PayPal and Entegris.

As always, thank you for your continued support.

Frank Caruso, John Fogarty and Vinay Thapar
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PORTFOLIO INFORMATION

Class Ticker Inception Date

A APGAX 9/28/92

C APGCX 5/3/93

Advisor APGYX 10/1/96

I ALLIX 3/1/05

Z APGZX 6/30/15

Portfolio Characteristics Portfolio Benchmark1

Total Number of Holdings 52 512

P/E Ratio
(Stock Price/Earnings; last 12 mo) 31.46x 27.47x

P/CF Ratio (Stock Price/Cash Flow) 20.75x 16.39x

ROE (Return on Equity; next 12 mo) 35.89% 42.46%

Median Market Cap ($ Billions) 44.7 13.6

Weighted Market Cap ($ Billions) 328.1 592.5

EPS (Earnings per Share) Growth Rate
(2023/2022) 11.80% 9.40%

Portfolio Statistics

Beta (3 yr)2 0.90

Sharpe Ratio (3 yr)3 0.30

Standard Deviation (3 yr)4 21.55

Alpha (3 yr)5 0.05

Top Ten Equity Holdings6

Company Sector
Microsoft Corp. Information Technology 8.87%

Visa, Inc. Information Technology 5.45

UnitedHealth Group, Inc. Healthcare 5.40

Alphabet, Inc. Communication Services 4.74

Vertex Pharmaceuticals Healthcare 3.71

Monster Beverage Corp. Consumer Staples 3.40

Home Depot, Inc. (The) Consumer Discretionary 3.33

Costco Wholesale Corp. Consumer Staples 3.14

Zoetis, Inc. Healthcare 3.12

Intuitive Surgical, Inc. Healthcare 3.10

Sector Breakdown6 Portfolio Benchmark1

Information Technology 39.69% 43.25%

Healthcare 23.70 13.46

Consumer Discretionary 11.61 14.17

Consumer Staples 6.54 6.12

Communication Services 4.74 6.77

Industrials 3.80 8.11

Financials 1.31 3.26

Materials 1.07 1.46

Energy — 1.70

Real Estate — 1.64

Utilities — 0.05

Other 7.54 –

Top Five Contributors

Intuitive Surgical, Inc.

Amazon.com, Inc.

Visa, Inc.

Monster Beverage Corp.

IDEXX Laboratories, Inc.

Top Five Detractors

Atlassian Corp.

Edwards Lifesciences

EPAM Systems, Inc.

PayPal Holdings, Inc.

Entegris, Inc.

1 Russell 1000 Growth 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 investments 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 12/31/22: ADVISOR CLASS PERFORMANCE

QTD YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs
Since

Inception
Expense Ratios
as of 10/31/22

Large Cap Growth Fund†^ 4.95% -28.77% -28.77% 7.25% 11.07% 14.79% 9.31% Gross 0.58%

Russell 1000 Growth Index 2.20 -29.14 -29.14 7.79 10.96 14.10 8.63
Net‡ —

Morningstar Large Growth Category 3.10 -29.91 -29.91 4.72 8.30 11.77 7.45

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 10/1/96 and is the date used to calculate since inception annualized performance.
^ Reflects a 2.77% and 15.92% increase in NAV on January 18, 2011 and December 23, 2008, respectively, from the proceeds of the Enron class action

settlement. Reflects a 0.38% and 0.08% increase in NAV on June 8, 2016 and November 2, 2017 as a result of the Fund recording a receivable on its
books and records in connection with the distributions by the Alliance Fair Fund and Bank of America Fair Fund, respectively.

‡ 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.

Russell 1000 Growth Index represents the performance of large-cap growth companies within the US.
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.
Effective 10/15/21, the AB FlexFeeTM Large Cap Growth Portfolio merged with the AB Large Cap Growth Fund.

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