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WHAT’S NEXT FOR 
INVESTORS?
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 IT ISN’T 2017 ANYMORE 

1.  MAKE “QUALITY” THE WORD  
IN STOCKS 

2. BOLSTER DOWNSIDE PROTECTION 

3.  DON’T FEAR DURATION IN  
BOND ALLOCATIONS 



THE GLOBAL ECONOMIC CYCLE 
IS MOVING INTO ITS LATER 
PHASES, AND PORTFOLIOS 
WILL HAVE TO WORK HARDER 
TO GENERATE RETURNS. 

THE GOOD NEWS? THERE ARE 
CONCRETE, ACTIVE STEPS 
INVESTORS CAN TAKE TO GET 
THEIR STRATEGIES READY.
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IT ISN’T 2017 ANYMORE
Things seemed pretty easy for investors a couple years ago—economic growth was rising 
and inflation really wasn’t part of the picture. The landscape has changed quite a bit since 
then, with growth slowing and risks rising. Investors need to adapt their strategies. 

Over the course of 2018 and into 2019, 
the global economy has been transitioning 
into the later stages of its cycle (Display 1). 
Economic growth has softened, and key 
central banks—including the Fed and the 
European Central Bank—have returned 
to more accommodative monetary 
policy stances.

Sharp spring and summer sell-offs in equity 
markets highlighted the jittery nature of 
financial markets. In addition to digesting 
less cheery economic news, investors faced 
a barrage of headlines about geopolitical 
risks—including high-profile trade-war 
salvoes between the US and China. The 
end result of all this is a more challenging 
investment landscape. 

The situation isn’t entirely bleak—but it’s 
certainly not 2017 anymore, either, when 
everything seemed to be firing on all 
cylinders. Investors of all types will need 
to work harder—and be more creative with 
portfolio design choices—to generate the 
long-term returns they need. The good 
news: active management is well equipped 
for these types of environments.

We have a few ideas on how to refit your 
portfolio for late-cycle investing. They 
range from strategies to bolster your 
equity portfolio to incorporating downside 
protection and getting the right balance of 
interest-rate and credit exposure in your 
portfolio’s bond allocation.

INVESTORS WILL HAVE TO WORK HARDER TO 
GENERATE THE LONG-TERM RETURNS THEY NEED.

DISPLAY 1: GLOBAL MACRO CYCLE



1. MAKE “QUALITY” THE WORD IN STOCKS

FOCUS ON QUALITY GROWTH
With economic growth losing some of its 
steam, there’s a premium on identifying 
quality companies that are able to grow 
consistently over time. In our view, the 
approach of emphasizing strong company 
fundamentals is as important as it’s 
ever been. 

How should this translate into 
stockpicking? Find exceptional 
businesses best positioned to weather 
volatility and deliver solid risk-adjusted 
returns over the long term. 

But not all firms have the same earnings 
power, so it’s a good idea to look under 
the hood. There are many ways to define 
quality, but here’s how we look at it: 
Based on our research, EBITDA (earnings 
before interest, taxes, depreciation and 
amortization) is an effective gauge of 
actual business performance. It’s a tool 
to make sure a company is healthy and 

firing on all cylinders, able to deliver high-
quality earnings growth and profitability 
over the long run.

In the first half of 2019, however, the 
investment community seemed like it was 
calling a different set of plays. Stock returns 
in the early part of the year were driven 
mainly by risk factors, not fundamentals 
(Display 2). Companies exposed to 
factors like price reversal, high beta, high 
momentum and high volatility have been 
in favor. At the same time, companies with 
positive earnings revisions, earnings-per-

share (EPS) growth and profitability have 
been neglected.

In fact, every sector of the stock market 
delivered negative earnings revisions 
in the first half of the year, but they all 
still ended up in the black (Display 3), as 
investors seemed to ignore deteriorating 
fundamentals. Take the technology sector 
as an example. On average, fiscal year EPS 
estimates for tech stocks dropped by 5% 
over the first six months of the year, yet 
the average return for the sector was a 
whopping 30%.

Financial conditions are growing more challenging and economic growth is slowing down. 
In times like these, it’s more important than ever to hone in on stocks backed by quality 
businesses that are driving results.

NOT ALL FIRMS HAVE THE SAME EARNINGS 
POWER, SO IT’S A GOOD IDEA TO LOOK 
UNDER THE HOOD.
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DISPLAY 2: MARKETS WERE ALL ABOUT RISK FACTORS TO 
START 2019

RISK FACTOR PERFORMANCE YEAR TO DATE (PERCENT)*

DISPLAY 3: STRONG SECTOR RETURNS DESPITE NEGATIVE 
REVISIONS

AVERAGE RETURN VS. EPS CHANGE (PERCENT)

Past performance does not guarantee future results. 
*  Market relative return spread of the top 20% of stocks minus the bottom 20%. 

Factors are sector neutral. 
Price reversal is the prior trailing one-month return. Profitability is return on assets.
As of June 30, 2019
Source: AllianceBernstein (AB)

Past performance does not guarantee future results. 
Average six-month change in fiscal year one EPS
As of June 30, 2019
Source: Factset, Russell Investments and AB

Price 
Reversal

High
Beta

High
Momentum

High 
Implied

Volatility

Earnings
Revisions

EPS 
Growth

Profitability

Risk Factors

Fundamentals 
Factors

23.6

11.1

4.2
2.3

–1.4 –2.1 –3.1

Te
ch

no
lo

gy

M
at

er
ia

ls

In
du

st
ria

ls

Fi
na

nc
ia

ls

Co
ns

um
er

Di
sc

re
ti

on
ar

y

R
ea

l E
st

at
e

H
ea

lt
hc

ar
e

Co
m

m
un

ic
at

io
n

Se
rv

ic
es

Co
ns

um
er

St
ap

le
s

En
er

gy

l Average Return YTD l Average Six-Month Change in EPS

30.4
24.2 22.4 21.5 21.4 20.5 19.8 18.9

12.6 10.3

–18.9

–2.9–6.3–3.5–3.4–4.7

–0.1

–4.0–2.4–5.3



BALANCE FACTORS FOR EQUITY RESILIENCE 
But ignoring factors isn’t a sound investment strategy over the long run, either because 
different factors excel in different phases of the economic cycle (Display 4). Since 2001, the 
beginning of the market’s recovery from the “tech wreck,” growth and quality factors have 
outperformed when economic growth has moderated, which is our base-case scenario. 

If the Fed’s policy moves allow the US economy to extend its expansion, it would bode 
well for these two factors. If conditions deteriorate further and the economy slips into 
contraction, the “factors in favor” picture changes, with low-volatility and defensive factors 
moving to the forefront. Quality still holds up fairly well, while growth understandably 
struggles a bit. Based on these patterns, it’s intuitive that quality growth should be a key cog in 
investors’ portfolios. 

DISPLAY 4: A RESILIENT EQUITY PORTFOLIO BALANCES FACTORS

Factors That 
Work Best

Neutral  
Factors

Factors That 
Work Poorly

BULL CASE: 
EXPANSION

Growth Small-Cap Cyclical Value

Momentum Quality Minimum Volatility

Defensive Value

BASE CASE: 
MODERATION

Growth Cyclical Value Small-Cap

Quality Minimum Volatility

Momentum Defensive Value

BEAR CASE: 
CONTRACTION

Minimum Volatility Small-Cap Cyclical Value

Defensive Value Quality Growth

Momentum

For illustrative purposes only. Small-cap: market capitalization. Cyclical Value: book to price, forward earnings to price. 
Growth/Momentum: 12-month price momentum, year-over-year earnings growth. Quality: return on equity. Low 
Volatility: historical beta. Defensive Value: earnings to price, dividend yield. Cycles based on PMI.
Source: Center for Research in Security Prices (CRSP), IBES, Markit, Morningstar, MSCI, S&P Compustat, and AB
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THEMES MATTER: LOOK BEYOND 
BENCHMARKS FOR SECULAR GROWTH
In a world of scarcer earnings growth, 
investors should also consider expanding 
their horizons beyond traditional 
equity benchmarks to find sources of 
secular growth. 

Certain long-term trends that will unfold 
in the coming decades will reshape the 
market landscape and create opportunities 
in stocks with growth potential that are 
more resilient to short-tempered markets. 
Demographics and the advent of intelligent 
machines are two areas of profound 
change that affect each other. An aging 
world population needs more doctors, and 
automation promises to make medicine 
more efficient, targeted and effective. 

Water scarcity is another example—a global 
challenge that’s driving change. Solving 
the crisis will require investment in water 
treatment, management and infrastructure 
for many years to come. 

We expect sweeping trends like these to 
last, regardless of how fast the economy 
grows or where interest rates head. But it 
takes unconventional research to find the 
firms that will benefit. With a disciplined 
approach, we think this type of strategy can 
capture premium earnings growth, diversify 
your portfolio and help reduce the damage 
from market downturns. 

CONSIDER:

AB LARGE CAP GROWTH FUND 
(APGYX)

AB FLEXFEETM LARGE CAP 
GROWTH FUND 
(FFLYX)

AB CONCENTRATED GROWTH 
PORTFOLIO 
Separately Managed Account

AB CONCENTRATED 
INTERNATIONAL GROWTH 
PORTFOLIO 
Separately Managed Account

AB STRATEGIC RESEARCH 
PORTFOLIO 
Separately Managed Account

AB FLEXFEE™ US THEMATIC 
PORTFOLIO 
(FFTYX)



2. BOLSTER DOWNSIDE PROTECTION

In many ways, 2018 marked a turning point 
from the easy-money, low-volatility years 
when it sometimes seemed like equity 
investing could be done on autopilot. That 
notion wasn’t really true, but last year 
woke many investors up from a sense 
of complacency. And painful sell-offs—
whether in February, October or a handful 
of other points—emphasized that times 
have definitely changed.

Volatility isn’t going away, and that means 
the risk of more market sell-offs. For equity 
investors, the answer isn’t trying to guess 
when to get in and out of the market. “Time 
in the market versus timing the market” 
has proven to be a timeless principle of 
successful investing, and we believe that 
it will work for the current environment, 
too. Investors need the long-term growth 
potential of equities.

But staying invested doesn’t mean standing 
still—especially when the environment isn’t. 
It’s important to make sure your portfolio’s 
design is better equipped to withstand 
the impact of market declines. There are 
several ways to build in “shock absorbers”—
both within your stock exposure and by 
pivoting to complementary asset classes 
and strategies.

LOOK BEYOND US BORDERS FOR 
OPPORTUNITIES
Investors shouldn’t restrict their pursuit 
of high quality to the US, because non-
US stocks seem very attractive. On a 
percentile basis (with 100 being the most 
expensive and zero the least expensive), 
the price/earnings ratio of developed-
market international stocks were in 
the sixth percentile at the end of 2018. 
That’s very inexpensive versus a 20-year 
valuation history.

However, just because a stock is cheap 
doesn’t make it a good buy, no matter 
where the company is domiciled.

Investors still need to focus on finding 
growth in companies with a solid balance 
of quality and stability—and attractive stock 
prices—that create strong return potential. 

With future equity returns likely to be 
lower, it’s important to focus on the path 
of those returns. A quality international 
stock strategy that can grab a share of the 
market’s upside and a smaller share of its 
downside (called better “up/down capture”) 
can deliver better annualized returns. 

Over the last 20 years, a strategy with 90% 
up capture and 70% down capture would 

have more than doubled the return of a broad 
international stock universe (Display 5). 

INCORPORATE A FLEXIBLE EQUITY 
HEDGE STRATEGY
Higher volatility doesn’t guarantee 
that equity markets will take a hit—and 
it doesn’t erase the case that equity 
exposure is critical for long-term portfolio 
growth. But investors worried about 
guarding against the next equity sell-off 
might want to consider incorporating an 
equity hedge strategy.

Equity hedge strategies can help maintain 
equity market exposure while adding 
downside protection by combining long 
and short equity exposures. Historically, 
long/short strategies have reduced 

Volatility has returned—with a bang, not a whimper. Investors worried about the impact of 
the next equity downturn need to think outside the box for additional ways to reduce their 
portfolio’s downside risk.

DISPLAY 5: A PORTFOLIO TARGETING 90/70 UP/DOWN CAPTURE HAS HISTORICALLY 
OUTPERFORMED THE MARKET OVER THE LONG TERM 

20-YEAR RETURNS (ANNUALIZED, PERCENT)

90/70 Portfolio MSCI EAFE 

7.7 +4.1

3.5

For illustrative purposes only. 
Data are from January 1, 1999, through December 31, 2018.
The 90/70 portfolio returns were calculated from monthly returns of the MSCI EAFE. For months where the MSCI EAFE 
had positive returns, 90% of the return was captured. For months where the MSCI EAFE had negative returns, 70% of 
the return was captured. Performance does not represent an actual account or portfolio, and as such, the performance is 
hypothetical. This illustration is not intended to provide a complete analysis regarding any or all of the variables that could 
affect any particular portfolio. There can be no assurance that an actual portfolio based on the hypothetical portfolio 
underlying the above illustration could be created or, if created, that it would achieve the results implied above or be 
profitable.
Source: MSCI and AB
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For illustrative purposes only .
Data are from January 31, 2000, through June 30, 2019. 
Long/short managers represented by HFRI Equity Hedge, which represents the performance of fundamental growth, fundamental value, energy/basic materials, equity-
market neutral, technology/healthcare, quantitative directional, short-bias and other hedge-fund managers.
Source: Hedge Fund Research (HFRI), S&P and AB
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DISPLAY 6: LONG/SHORT STRATEGIES HAVE HISTORICALLY PROTECTED IN TOUGH ENVIRONMENTS 
DRAWDOWNS OF S&P 500 INDEX VS. LONG/SHORT MANAGERS

Duration: 25 months, 8/31/00-9/30/02

Down 
Months to  
Recover

S&P 45% 49
Long/Short Managers 10% 10

Duration: 16 months, 10/31/07-2/28/09

Down 
Months to  
Recover

S&P 51% 37
Long/Short Managers 31% 24
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drawdowns in tough environments. From 
January 1, 2000, through December 31, 
2018, the biggest drawdown for long/
short funds was 31%; for the S&P 500 
Index, it was 51% (Display 6). Long/short 
strategies have also tended to recover 
faster than the broad market.

Flexibility is key for long/short 
strategies—specifically, the ability to 
manage risk dynamically by adjusting net 
equity exposure—(the sum of long and 
short exposures). 

In tough markets, a long/short strategy 
might cut its net equity exposure by 
boosting short positions or hedges, or by 
reducing gross exposure on both the long 
and short sides, effectively using cash to 
play defense.

SWAP SOME EQUITY EXPOSURE FOR 
HIGH-YIELD BONDS
Another avenue for providing a cushion 
against the downside is to exchange some 
equity exposure for high-yield bonds. The 
two have been good partners over time: 
combining them has historically reduced 
overall risk without sacrificing much 
in return. 

Income is a big reason: High-yield bonds 
offer a sizable, steady income stream 
that not many assets can match. They’re 
required to pay, whether it’s a bull market 

or bear market. High-yield bonds also have 
a known ending value—the bond’s face 
value—that investors can count on. As long 
as the bond issuer doesn’t go bankrupt, 
investors get their money back when the 
bond reaches its maturity date.

High yield’s appealing risk/return features 
help offset stocks’ higher volatility—and 
reduce the downside. The average 
calendar-year return for the S&P 500 from 
1998 to 2018 was 8.2%; the Bloomberg 
Barclays US Corporate High Yield Index 
returned 7.4%. But the average drawdown 
for stocks over that period was 11.0%, 
nearly twice the 5.7% of high yield.

High yield also tends to make up losses 
quicker than stocks do. The high-yield 
market has suffered 10 peak-to-trough 
losses of greater than 5% over the last 
20 years. On average, investors recovered 
their losses over the first nine of those 
drawdowns in less than six months—and 
sometimes as few as two. 

Over the long run, we’ve seen that adding 
a dash of high-yield debt to an equity 
portfolio when spreads are wide can 
reduce volatility without sacrificing too 
much return potential. Given the volatility in 
today’s market, that’s a reassuring thought. 
Of course, it’s still critical to actively choose 
individual high-yield issuers based on up-
close fundamental research.

CONSIDER:

AB INTERNATIONAL STRATEGIC 
CORE PORTFOLIO 
(ISRYX)

AB FLEXFEETM  
INTERNATIONAL STRATEGIC 
CORE PORTFOLIO 

(FFSYX)

AB SELECT US LONG/SHORT 
PORTFOLIO 
(ASYLX)

AB HIGH INCOME FUND 
(AGDYX)

AB FLEXFEETM HIGH YIELD 
PORTFOLIO 
(HIYYX)

AB STRATEGIC RESEARCH 
BALANCED PORTFOLIO  
Separately Managed Account



3. DON’T FEAR DURATION IN BOND ALLOCATIONS

When 2019 started, bond markets 
were bracing for tighter policy from the 
Federal Reserve, which had already 
raised interest rates nine times since 
2015. But geopolitical fallout got in the 
way: trade hostilities between the US 
and China have rattled investors and 
taken a toll on the global growth outlook. 
Government bond yields plunged along 
with inflation expectations. 

The Fed grew more dovish, and has already 
shown its willingness to cut interest rates 
to bolster the expansion. A major factor 
driving the Fed’s thinking is the shape of 
the US Treasury yield curve (Display 7). 
At midyear, the difference between the 
10-year and two-year US Treasury yields 
was approaching zero—near a point where 
the yield curve would invert. Comparing the 
three-month Treasury bill yield and 10-year 
Treasury yield showed that the curve had 
already inverted. 

An inverted yield curve typically signals 
an economic slowdown—or worse, 
a recession. We’re not forecasting a 
recession based on the conditions we see, 
but we do expect the Fed to keep monetary 
policy accommodative as the year plays out.

With the Fed making a dovish pivot and markets trying to decipher the ultimate policy path, 
there are good reasons not to run from duration in your bond holdings. But duration alone 
isn’t enough to create a well-rounded strategy.
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HISTORICALLY, WHEN THE YIELD CURVE IS FLAT, 
RETURNS TEND TO BE STRONGER IN HIGH- CREDIT-
QUALITY SECURITIES.

l Fed Funds Target Rate—Upper Band l 3-Month/10-Year Slope (Left Scale) l 2-Year/10-Year Slope (Left Scale)
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DISPLAY 7: THE FRONT END OF THE CURVE IS INVERTED
US TREASURY CURVES

Past performance and historical and current analysis do not guarantee future results.
Through June 30, 2019
Source: Bloomberg Barclays and US Federal Reserve Board



DON’T DISCARD DURATION
However, there’s still a lot of uncertainty in the market about 
the ultimate route the Fed will take, and the choice the central 
bank makes will have a big influence on the level and patterns of 
returns in bond markets (Display 8)—including how interest-rate 
and credit exposure will be rewarded. That’s why we think it’s 
sensible to keep exposure to both factors.

For portfolios that need additional duration exposure, a high-
quality bond strategy may fit the bill while providing income-
generating ability. Diversifying globally can enhance that mix by 
investing across countries with different interest-rate paths. So, 
investors with US-only bond exposure might consider adding 
non-US bond exposure to the mix—or even swapping US-only 
exposure for a fully global, high-quality bond strategy.

Global
Credit
Barbell

US
High Yield

S&P
500

Global
Credit
Barbell

US
High Yield

S&P
500

Global
Credit
Barbell

US
High Yield

S&P
500

FED CUTS RATES PREEMPTIVELY FED PAUSES BEFORE EASING FED CONTINUES TIGHTENING CYCLE

l 1986 l 1995/96 l 1989 l 1998 l 2000/01 l 2007/08 (GFC)
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27 28 8
7
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–11
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16

3

–1
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3

23

DISPLAY 8: WHEN YIELD CURVES INVERT, WHAT THE FED DOES MATTERS

FORWARD 12-MONTH RETURNS FROM FIRST RATE CUT (PERCENT) 

Past performance does not guarantee future results. 
Data are from January 1999 through June 30, 2019.
Hypothetical risk-weighted global credit barbell represented by 65% Bloomberg Barclays US Treasury Index and 35% Bloomberg Barclays Global High Yield Index; US high yield 
represented by Bloomberg Barclays US Corporate High Yield Index and the S&P 500. 
Source: Bloomberg Barclays and AB
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l Yield to Worst l Average Drawdown l Maximum Drawdown
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Global
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30-Year
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Bank
Loans 
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High
Yield

DISPLAY 9: HISTORICALLY, A CREDIT BARBELL HAS GENERATED ATTRACTIVE INCOME 
WITH LESS DOWNSIDE 

YIELD TO WORST AND DRAWDOWNS (PERCENT) 

Past performance does not guarantee future results. 
Data are from January 1999 through June 30, 2019.
US aggregate represented by Bloomberg Barclays US Aggregate Bond; US Treasuries by Bloomberg Barclays US 
Treasury; global credit barbell by hypothetical risk-weighted portfolio made up of 65% Bloomberg Barclays US 
Treasury and 35% Bloomberg Barclays Global High Yield and leveraged 30%; US corporate bonds by Bloomberg 
Barclays US Corporate Bond; emerging-market debt by J.P. Morgan Emerging Market Bond Index–Global Diversified; 
30-Year Treasuries by Bloomberg Barclays 30-Year Treasury Index; bank loans by Credit Suisse Leveraged Loan 
Index; and US high yield by Bloomberg Barclays US Corporate High Yield. 
Source: Bloomberg Barclays, Credit Suisse, J.P. Morgan and AB

“BARBELL” RATE AND CREDIT EXPOSURES
There’s another way to incorporate duration into your bond portfolio: 
incorporate a strategy that integrates US Treasuries and other high-
quality government bonds with credit assets in a single, dynamically 
managed strategy that resembles a barbell.

The barbell should be flexible: If interest rates eventually rise, it can 
gradually tilt away from credit and toward US Treasuries and other 
high-quality assets that have more duration. Once higher rates 
have slowed the economy and caused declines in credit assets, 

the barbell can start to shift back toward credit. If this pivoting is 
done effectively, a barbell approach can generate income while 
providing a cushion against losses (Display 9).

Of course, knowing when to change the weightings between the 
two ends of the barbell is as much art as science—that’s why it’s 
important to manage credit and interest-rate risk in an integrated 
strategy. The interaction between the two is always relevant, but 
sometimes it’s the most important risk to manage.

CONSIDER:

AB INCOME FUND 
(ACGYX)

AB GLOBAL BOND FUND 
(ANAYX)

AB TOTAL RETURN BOND 
PORTFOLIO 
(ABQYX)
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MUNI RISK-ADJUSTED RETURNS HAVE BEEN STRONG
Five-Year Sharpe Ratios
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DISPLAY 10: LIMITED ISSUANCE HAS BOLSTERED MUNI PERFORMANCE

Past performance does not guarantee future results.
IG denotes investment grade
*  Taxable equivalent yield from US Treasury.
†  2019 estimates from Bloomberg Barclays
Through December 31, 2018
Source:  Bloomberg Barclays, J.P. Morgan and AB

TAP INTO SOLID MUNI FUNDAMENTALS
Investors with money in taxable accounts need to prepare their 
portfolios for an uncertain time in the cycle, too. The good news 
is that municipal bonds are expected to continue benefiting from 
both strong fundamentals and favorable technical factors—
trends in bond supply and investor demand.

Over the past five years, this favorable backdrop has enabled 
municipal bonds to deliver the best risk-adjusted returns of any 
major asset class. In fact, based on Sharpe ratios (Display 10, 
left), both high-quality and high-yield municipal bonds have been 
nearly double that of the S&P 500—adjusting for the favorable 
tax treatment of muni bonds.

One reason for the strong showing is technical factors. Unlike 
other bond markets, the growth of the municipal bond market has 
been flat to slightly negative since 2007 (Display 10, right). The 
Treasury and corporate bond markets, meanwhile, have grown 
substantially since the global financial crisis. We expect the size 
of the muni market to decline again in 2019. It’s a good trend for 
supply and demand—plenty of buyers competing for bonds from 
a slightly smaller market. 

But the strength of the municipal market goes deeper than 
that (Display 11). Low unemployment rates have allowed state 
and local government tax receipts to reach 20-year highs. 
State governments have been fiscally disciplined during this 
economic boom, stocking up rainy-day funds to cushion against 
an economic downturn or recession. As a result of strong 
fundamentals, muni rating upgrades continue to outpace 
downgrades—a different story from corporate bonds.

As we move later in the cycle, investors should look for municipal 
strategies with the flexibility to invest across fixed-income markets 
in order to maximize after-tax total return. 

Investors who want higher levels of tax-free income can consider 
approaches that invest selectively in below-investment-grade 
municipals. As we see it, investors shouldn’t stretch for yield at this 
stage of the cycle by exploring the riskiest segments of muni credit. 

Investors looking for a note of pure stability and an offset to equity 
risk should consider intermediate high-quality muni strategies 
diversified across many states.



CONSIDER:

AB TAX-AWARE 
Separately Managed Account

AB INTERMEDIATE DIVERSIFIED 
MUNICIPAL PORTFOLIO 
(AIDAX)

AB HIGH INCOME MUNICIPAL 
PORTFOLIO 
(ABTHX)

AB MUNICIPAL NATIONAL 
PORTFOLIO 
(ALTHX)

DISPLAY 11: CONDITIONS STILL FAVORABLE FOR MUNICIPAL CREDIT
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LATE(R) IN THE CYCLE DOESN’T MEAN 
TOO LATE TO RETOOL

With growth becoming harder to find and markets looking 
more volatile, your investments need to work harder to 
generate enough return. AB offers an expansive tool kit 
of strategies that can help you retool your portfolio as the 
cycle evolves. 

1.  MAKE “QUALITY” THE  
WORD IN STOCKS

 + Focus on Quality Growth

 + Balance Factors for Equity Resilience

 + Move Beyond Benchmarks to Find 
Secular Growth

2.  BOLSTER DOWNSIDE 
PROTECTION

 + Look Beyond US Borders for 
Opportunities

 + Incorporate a Flexible Equity 
Hedge Strategy

 + Swap Some Equity Exposure for  
High-Yield Bonds

3.  DON’T FEAR DURATION IN  
BOND ALLOCATIONS

 + Don’t Discard Duration

 + “Barbell” Bond Exposure with Rates 
and Credit

 + Tap into Solid Muni Fundamentals

STRATEGIES FOR LATE-CYCLE INVESTING



INDEX DEFINITIONS
Bloomberg Barclays US Aggregate Bond Index represents the performance of securities within the US investment-grade fixed-rate bond market, with index components 
for government and corporate securities, mortgage pass-through securities, asset-backed securities, and commercial mortgage-backed securities. S&P 500 Index includes 
a representative sample of 500 leading companies in leading industries of the US economy. Bloomberg Barclays US Corporate High Yield Index represents the corporate 
component of the Bloomberg Barclays US High Yield Index. MSCI EAFE Index (Europe, Australasia, Far East) (free float-adjusted market capitalization weighted) represents 
the equity market performance of developed markets, excluding the US and Canada. 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. Credit Suisse Leveraged Loan Index represents the performance of the $US-denominated leveraged 
loan market. J.P. Morgan Government Bond Index–Emerging Markets (GBI-EM)—Global Diversified represents the performance of global local emerging markets and 
consists of regularly traded, liquid fixed-rate, domestic currency government bonds to which international investors can gain exposure. Bloomberg Barclays US Treasury 
Index represents the performance of US Treasuries within the US Government fixed-income market.

Any benchmark or index cited herein is for comparison purposes only. An investor generally cannot invest in an index. The unmanaged index does not reflect fees and 
expenses associated with the active management of an AB portfolio. 

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. 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. 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. 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. Active Trading Risk: A higher rate of portfolio turnover increases transaction costs, which may negatively affect 
portfolio returns and may also result in substantial short-term gains, which may result in adverse tax consequences for shareholders. Short Sale Risk: The Strategy may not 
always be able to close out a short position on favorable terms. Short sales involve the risk that the Strategy will incur a loss by subsequently buying a security at a higher price 
than the price at which it sold the security short. The amount of such loss is theoretically unlimited (since it is limited only by the increase in value of the security sold short by 
the Strategy). In contrast, the risk of loss from a long position is limited to the Strategy’s investment in the long position, since its value cannot fall below zero. Short selling is a 
form of leverage. To mitigate leverage risk, the Strategy will always hold liquid assets (including its long positions) at least equal to its short position exposure, marked-to-market 
daily. Leverage Risk: Trying to enhance investment returns by borrowing money or using other leverage tools magnifies both gains and losses, resulting in greater volatility. 
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. 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.

Investors should consider the investment objectives, risks, charges and expenses of the Fund/Portfolio carefully before investing. For copies of our prospectus or 
summary prospectus, which contain this and other information, visit us online at www.abglobal.com or contact your AB representative. Please read the prospectus 
and/or summary prospectus carefully before investing. 
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 manager  
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. 
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