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RECENT HEADWINDS FOR RISK MANAGEMENT…BUT THE NEED REMAINS 
 + Risk-managed portfolios were created 
as core investment solutions, providing 
global diversification and dynamic 
allocation adjustments

 + The recent risk-on, risk-off market has 
seen US equities dominate and markets 
shift rapidly, leading many investors to 
doubt the benefits of diversification and 
volatility control

 + Given the current market rally and 
the potential for rapid, unexpected 
market turns, downside protection 
and active management are as 
important as ever

WHAT’S NEXT?
TAKING ANOTHER LOOK AT THE CASE FOR RISK MANAGEMENT 

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

 Multi-Asset Solutions Multi-Asset Solutions



WHY RISK-MANAGED PORTFOLIOS? 
RISK-MANAGED PORTFOLIOS ARE DESIGNED AS GLOBALLY DIVERSIFIED CORE INVESTMENT 
SOLUTIONS. THEY FOCUS ON LONG-TERM GROWTH BY SEEKING TO LIMIT VOLATILITY AND PROTECT 
AGAINST THE DOWNSIDE OVER A FULL MARKET CYCLE.

DRAWDOWNS WHILE SPENDING CAN DECIMATE YOUR RETIREMENT SAVINGS

For illustrative purposes only
Scenario assumes a 5% distribution followed by the applicable drawdown, a 5% distribution in year 2, and then the required market rally.
Source: AB
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Risk-management solutions were created to provide investors with 
a globally diversified core investment solution. They’re designed 
to manage volatility, throughout a full market cycle. Within variable 
annuities, they allow investors to take part in the market with an 
investment aim to even out return sequence.

These solutions provide other benefits: 

 + The ability to adjust exposures dynamically across asset classes, 
sectors and geographies, based on an assessment of current 
market risks and return potential

 + The opportunity to beat the contract rate more consistently, which 
can provide more money for retirement

 + Avoiding the damage from risk drag and large drawdowns that may 
make it harder to save over the long run

These benefits matter a lot to investors when they’re protecting 
something as important as retirement savings.



RECENT MARKET CHALLENGES 
THE LAST TWO YEARS HAVE SEEN SHORT-TERM SPIKES IN VOLATILITY FOLLOWED BY EXTREMELY 
QUICK RECOVERIES. IN ADDITION, US EQUITY HAS DOMINATED, GLOBAL DIVERSIFICATION HAS BEEN A 
DETRACTOR, AND VALUATIONS HAVE MATTERED LESS WITH CENTRAL BANK INTERVENTION. 

SHORTER RISK EPISODES AND FASTER RECOVERIES CREATE HEADWINDS
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As of December 31, 2016 
Historical analysis and past performance do not guarantee future results.
Equity volatility represented by the VIX Index. Market respond time measured by how long it takes for the MSCI World Index to fully recover from the initial sell-off. 
Source: Bloomberg, CBOE, MSCI, Standard & Poor’s (S&P) and AB

RISK MANAGEMENT MAY SEEM LIKE 
UNNECESSARY INSURANCE IN A STRONG 
BULL MARKET, BUT WILL THE RISING 
TIDE LAST FOREVER? 



CAN YOU AFFORD A DRAWDOWN NOW? 
THE S&P 500 HAS HAD A GOOD RUN, BUT BULL MARKETS DON’T LAST FOREVER. THEY CAN TURN 
QUICKLY AND UNEXPECTEDLY—INVESTORS SHOULD GET THEIR PORTFOLIOS READY TO BUFFER THE 
IMPACT OF WHAT LIES AHEAD. 

PRE–SELL-OFF RALLIES AND POSTRALLY DRAWDOWNS
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A long market rally like the one we’re seeing will be followed by either 
more upside—or a market downturn. Which seems more likely in the 
months ahead? 

And don’t overlook real concerns for the market to digest: US 
economic policies could disappoint. Inflation might reignite. European 
elections have big implications. Brexit is under way. Interest-rate 
policies are taking different paths—including upward in the US. 

At times like these, a risk-managed investing approach can make a 
lot of sense. That means using active decision-making to address 
investment risks. It’s especially important when some market indicators 
may not capture the full picture of what investors may face ahead. 

Years of strong markets may shake investors’ faith in the long-term 
benefits of a globally diversified strategy that manages volatility. But 
bull markets don’t last forever. Make sure your retirement portfolio is 
ready for the challenges of a full market cycle.

As of December 31, 2016 
Tech crash drawdown measured by S&P 500 from January 2001 through September 2002. Global financial crisis drawdown measured by S&P 500 from January 2007 through 
January 2008. Any indices cited herein are used for comparison purposes only. An investor generally cannot invest in an index, and its performance does not represent the 
performance of any AB portfolio. An unmanaged index does not reflect any fees or expenses associated with the active management of any AB portfolio. 
Source: Morningstar, S&P and AB

Can investors nearing 
retirement really afford 
another major market 
drawdown now? 



 

EXPERIENCE 
IN ALL MARKETS

ADVANTAGE IN 
EVERY INSIGHT

As of March 31, 2017
Source: AB 

HIGH-CALIBER TEAM, LED BY EXPERIENCE COUNTS STRATEGIES THAT MATTER
 + Dan Loewy, Co-Head & CIO

 + Vadim Zlotnikov, Co-Head & Chief 
Market Strategist 

 + 32 multi-asset investment 
professionals with an average of  
22 years of industry experience 

 + Leverages firm’s global resources  
of 207 research analysts and 144 
portfolio managers

Custom and fund solutions that meet  
a diverse set of client objectives 

$119 billion
Multi-Asset AUM

We take a comprehensive view of the 
global investment landscape across 
markets and asset classes, designing  
multi-asset strategies that connect 
investors to what’s next.

Backed by more than 45 years of portfolio 
management and innovation, we combine 
traditional and alternative strategies in 
powerful ways to pursue clients’ goals.

$498 billion
 Total Firm AUM
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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. 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. 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. 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. Leverage Risk: Trying to enhance investment returns by borrowing money or 
using other leverage tools can magnify both gains and losses, resulting in greater volatility. Derivatives Risk: 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. 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. Real Estate Risk: Investments in real estate can decline due to a variety of factors affecting the real estate market, such as economic conditions, mortgage 
rates and availability. REITs may have additional risks due to limited diversification and the impact of tax law changes. Commodity Risk: Commodity-linked investments 
may experience greater volatility than investments in traditional securities. The value of commodity-linked investments may be affected by financial factors, political 
developments and natural disasters. ETF Risk: Investments in ETFs bear the share of the ETF’s expenses and run the risk that the ETF may not achieve its investment 
objective. Asset Allocation Risk: Diversification and asset allocation may not protect against market risk. All investments have inherent risks and investors may 
experience a loss. Sector Risk: Investing a significant portion of assets in any one sector may cause a fund to be more volatile, as securities within a specific sector can 
be prone to regulatory action, be more sensitive to interest-rate fluctuations, and be the target of increased competition. Alternative Investment Risk: An alternative 
investment is subject to a number of risks and is not suitable for all investors. Investing in alternative investments is only intended for experienced and sophisticated 
investors who are willing to bear the high economic risk associated with such an investment.

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.
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