ALLIANCEBERNSTEIN’

Notes from the Road...or

the Boarding Gate

This short note draws out common themes from our recent conversations and meetings with clients across the US, Canada,
Europe and the Middle East. The questions we were asked ranged from monetary policy and inflation to strategic asset
allocation, the impact of artificial intelligence and market liquidity.

There was almost no pushback to our suggestion that equilibrium inflation will be higher, but that does not mean investors
have changed their strategic asset allocation to reflect this. There was a general view that allocations to private assets are
going up, especially private debt, though there were also questions on the system-wide impact of this development on
liquidity and the cycle. We found no consensus at all on the tactical outlook, which many investors have found especially
hard to navigate.
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When traveling to meet with clients, it’s striking how often common topics surface. This could, of course, suggest that we are all
in one giant echo chamber, but it does seem to reflect shared concerns. Below, we summarize themes that emerged in recent
meetings across the US, Canada, Europe and the Middle East. They run the full gamut from strategic to tactical and from
macroeconomic to portfolio construction.

Higher Equilibrium Inflation: Strategic Allocation Changes Are Yet to Come

The principal macro concern for CIOs and asset allocators has been inflation—not necessarily the cyclical inflation central
banks have focused on, but the possibility that equilibrium inflation will settle at a higher level over the next decade. Our case for
a higher rate is rooted in the observation that a shrinking working-age population, deglobalization and greater attention to wage
dispersion implied by the “S” in ESG will act in concert, pointing to a higher path for wages. We also suggest that the cost of the
energy transition is inflationary. This suggests forces acting on inflation that were not present for much of the past 20 years,
when the combined effects of demographic change and globalization grew the effective labor pool.

Some clients have asked: Can deglobalization actually happen, given the huge cost to corporations from undoing established
supply chains? Our answer is that one should expect governments to have a greater role in supply chains moving forward. Also,
part of the thesis for regime change is that firms will likely lose power to governments. One could also draw the somewhat
depressing parallel with 1913, when people said the world was too interconnected to see a reversal of that earlier stage of
globalization.

Overall, we had little pushback on our call for higher strategic equilibrium inflation. If anything, the view we heard in some
meetings was that our 3% equilibrium forecast was “not that high.” However, when we asked clients if they’ve actually changed
their strategic asset allocation as a result, the answer was mainly “no.” The difficulty is that 10-year inflation break-even rates
indicate a muted long-term inflation outlook, and a large allocation change is a big call to make. So, we generally think that this
change is yet to come.

Investors were very interested in the pros and cons of different inflation-hedging assets in portfolios. Inevitably, we were asked
many times about Treasury Inflation Protected Securities (TIPS) and how attractive they look now compared with a year ago
(and recently, there has been the first net inflow into inflation-protected assets in a year), though insurance investors noted that
TIPS were arelatively poor hedge for claims inflation versus the Consumer Price Index. There was agreement that equities could
act as areal asset in all but very-high inflation environments, and that there is a need for a range of other private real assets.

One client pithily summarized this by asking: How can an investor buy into an increased wage share of GDP? This is the key
challenge, as it is owners of capital who have relatively benefitted in recent decades, and it is that advantage that now looks to
be weakening.

Artificial Intelligence: Lively Debate but Little Allocation Impact

When we outline a future of higher inflation, lower real growth and a rebalancing of power from corporations back to labor and
governments, someone invariably interjects: “But what about artificial intelligence (Al)?” It is a fair question, and a frequent topic
in strategic client conversations of the past three months. Could Al's emergence be a counteracting force to all these trends?
There is a potential for it to boost growth, be deflationary and also—in a narrative currently being driven by firms—help reassert
corporate power.

We don't think it would be too flippant to point out that no one really has a clue about the macro impact of Al a decade from now.
We have heard some liken it to the steam engine and a boost to growth, but we also hear worries about the distributional effects
of a technology that may destroy jobs while making a small cohort of people very wealthy. We will explore Al in a forthcoming
note, but while it spurred lively debate, Al seems to have had no effect on the asset-allocation intentions of investors we speak
to.

Strategic Allocations to Private Assets Should Rise

Conversations about strategic asset allocation have been dominated by the question of what weight to put on private assets.
There is general agreement that the allocation is rising, though some investors face liquidity constraints (see our comment in the
liquidity section below).
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The need to look beyond public markets for return streams and diversification sources is well recognized. In this vein, investors
asked lots of methodological questions about how to form capital market assumptions for private assets—and whether this
approach needed to change. We heard a fair degree of skepticism about the ability of private equity—in aggregate—to deliver
high net-of-fee returns, and we generally agree; there was much more interest in private debt. Some clients expressed concern
that the illiquidity premium might have been eroded, but the ability to observe the yield on private versus public debt makes it
easier for some to invest in private debt than in private equity.

The diversification potential of private assets was seen as a key attraction, with many noting that not marking assets to market
isn’t diversification in any real sense; instead, the focus should be on finding return streams not available in public markets.

While many clients agreed with our view that private-debt allocations should rise, the concern we heard was not so much about
allocations in their own portfolios but about the potential impact on the system overall. Among the questions: Can borrowers
afford current rates? Does the distribution of credit risk across private markets as opposed to banks make that risk harder to
assess if the whole system is under stress? What will default and recovery rates look like if there is a negative turn in the cycle?
Some investors suggested that the high cost of variable-rate credit could be a trigger for unemployment to finally rise if debt-
service costs crowd out other expenses.

Questioning the Monetary Policy Regime

Beyond inquiries on topics with an immediate impact on asset allocation, our meetings have seen sustained questioning about
the overall monetary regime—addressing the linked topics of central bank independence, ongoing dollar hegemony and
potential debt monetization.

The underlying concern is the level of public debt to GDP across OECD countries and the balance of fiscal versus monetary
support for economies after the pandemic. We share these concerns. Public debt/GDP is back up to the same level as at the
end of WWII, implying that governments will be tempted to let inflation run above neutral as a means to reduce the real value of
debt, but this implicitly curbs central bank independence.

The linked question of whether the dollar could retain its reserve-currency status came up in several meetings. There is a wish
for some countries to de-dollarize, but clients expressed divergent views as to the extent to which de-dollarization is possible.
Investors noted that most gold buying over the last year has been for geopolitical reasons, not as an inflation/monetization
hedge. Our view is that while attempts to de-dollarize will continue, in practice it is very hard to do given the lack of alternatives
and that other countries are unable to realistically step into the role of the US.

Liquidity Concern Isn’t Going Away

For many types of investors, liquidity remains a huge issue. Some who raised it see liquidity as a macro risk; others view it as a
very real constraint on the ability to change their asset allocations. It is very hard to generalize about the need for liquidity,

because it is always investor-specific. However, the concerns rest on the view that central banks will continue their attempt to
transition from quantitative easing to quantitative tightening (QT), even as investors have transitioned to less-liquid portfolios.

Another side of this topic is a fear that credit disintermediation will further reduce liquidity. We think taking more illiquidity risk in
portfolios can make sense from a strategic asset allocation perspective—in the context of the need to find sources of real return
and diversification. This implies that many investors may face a trade-off between inflation protection and liquidity. Several
investors expressed surprise that removing liquidity via QT has had no discernible impact on the prices of risk assets.

Looking For an Excuse to Buy Emerging Markets

We found that many investors were, in effect, seeking an excuse to own emerging markets (EM) after an extended slump, with
the view of a potential bounce-back. This perspective is mirrored in aggregate flow data, which shows a USD 6.3 billion inflow to
EM equity funds so far in the third quarter. There was near-universal agreement that China should be split out from the rest of
EM, given its size and that the forces driving performance are very different. Several investors expressed this point even more
strongly, asserting that pan-EM benchmarks no longer made any sense.

We have been pointing out that while the case for a strategic overweight on China is debatable, a stronger case exists for the
ability of active managers to generate idiosyncratic alpha in that country. Thus, China deserves an over-allocation from an alpha
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perspective—a case met with broad agreement. A few investors asked about India’s ability to play the role China did over the
past decade, given India’s still-expanding labor pool—unlike China’s. There was a very low level of interest in frontier markets.

Tactical Allocation Has Been Vexatious

Our recent marketing trips have spurred many tactical questions from allocators and investors, even when the meeting focus
was supposedly strategic. The tactical side has been a painful topic for many. Earlier in the year, the most common question we
were asked was: How could the yield curve be so inverted yet equities moving higher? This environment led many investors,
including us, to a tactically cautious stance which meant being on the sideline for the recent rally.

We found views to be very split. Some argued that the inverted yield curve and high headline rates for corporate and consumer
borrowing would still lead to a recession, or a slowdown of some form. A few suggested there was still time for a recession in
2023. However, we also heard in several more recent meetings the view that any sign of a Fed pause would lead the market to
another leg higher. There were consequently many more questions about our tactical metrics for sentiment and earnings
growth than we normally field.

Inevitably there were many inquiries about whether a narrow market could continue or, put another way, about what would be
needed for the outperformance of the combined growth/US trade to continue.

One tactical theme uniting clients we have spoken with is the attractiveness of short-duration instruments—both credit and
government. This has been most apparent from ongoing flows into money-market funds, which have gathered further inflows of
USD100 billion so far in the third quarter.

Asset-Allocation Methodology and a Change in Investment Regime

We have been encouraged by the number of investors who want a conversation with us not just about the directional
implications of our allocation views but also about the methodology of how to form strategic-asset-allocation and capital-
market assumptions (particularly for private assets).

We heard much agreement with our assertion that the investment regime had changed (or at least that there was a good chance
of it), and that there must be a change in the way people invest. Examples of changes that surfaced were the idea that bonds
might not diversify equity beta as effectively, that alpha deserves an explicit and higher allocation in strategic asset allocation,
and that factors can play a bigger role in a world where most asset classes are fully valued.

Several meetings ended up covering the interaction of social-political choices with the strategic inflation view. Linked to this
topic was concern about the ability to fund long-run savings and about the implications of long-term-care for an older
population: What does it mean for the number of workers that would need to be diverted from other careers into the care
sector? How will the entire thing be funded? What does it mean for our industry?

The bottom line from our recent activities was a series of meetings with clients who are reviewing the fundamental building

blocks of strategic asset allocation and how to think about the combination of return streams in the presence of structurally
higher inflation—but also a greater need for liquidity.
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INVESTMENT RISKS TO CONSIDER

The value of an investment can go down as well as up and investors may not get back the full amount they invested. Capital is at risk.
Past performance does not guarantee future results.

Important Information

The views expressed here may change at any time after the date of this publication. This document is for informational purposes only and does
not constitute investment advice. AllianceBernstein L.P. does not provide tax, legal or accounting advice. It does not take an investor’s personal
investment objectives or financial situation into account; investors should discuss their individual circumstances with appropriate professionals
before making any decisions.

This information should not be construed as sales or marketing material, or an offer or solicitation for the purchase or sale of any financial
instrument, product or service sponsored by AllianceBernstein or its affiliates. References to specific securities are presented to illustrate the
application of our investment philosophy only and are not to be considered recommendations by AB. AllianceBernstein and its affiliates may have
positions in, and may effect transactions in, the markets, industry sectors and companies described herein.

Note to All Readers: The information contained here reflects the views of AllianceBernstein L.P. or its affiliates and sources it believes are reliable
as of the date of this publication. AllianceBernstein L.P. makes no representations or warranties concerning the accuracy of any data. There is no
guarantee that any projection, forecast or opinion in this material will be realized.

Note to Readers in Canada: AllianceBernstein provides its investment-management services in Canada through its affiliates Sanford C.
Bernstein & Co., LLC and AllianceBernstein Canada, Inc. It should not be construed as advice as to the investing in or the buying or selling of
securities, or as an activity in furtherance of a trade in securities. Note to Readers in the United Kingdom and Europe: For Investment
Professional use only. Not for inspection by, distribution or quotation to, the general public. Note to Readers in the United Kingdom: This
information is issued by AllianceBernstein Limited, 60 London Wall, London, EC2M 5SJ. Registered in England, No. 2551144. AllianceBernstein
Limited is authorised and regulated in the UK by the Financial Conduct Authority. Note to Readers in Europe: This information is issued by
AllianceBernstein (Luxembourg) S.a r.I. Société a responsabilité limitée, R.C.S. Luxembourg B 34 305, 2-4, rue Eugéne Ruppert, L-2453
Luxembourg. Authorised in Luxembourg and regulated by the Commission de Surveillance du Secteur Financier (CSSF). Note to Readers in
Switzerland: This information is directed at Qualified Investors only. Issued by AllianceBernstein Schweiz AG, Ziirich, a company registered in
Switzerland under company number CHE-306.220.501. AllianceBernstein Schweiz AG is a financial service provider within the meaning of the
Financial Services Act (FinSA) and is not subject to any prudential supervision in Switzerland. Further information on the company, its services
and products, in accordance with Art. 8 FinSA can be found on the Important Disclosures page at www.alliancebernstein.com Note to Readers in
Japan: This document has been provided by AllianceBernstein Japan Ltd. AllianceBernstein Japan Ltd. is a registered investment-management
company (registration number: Kanto Local Financial Bureau no. 303). It is also a member of the Japan Investment Advisers Association; the
Investment Trusts Association, Japan; the Japan Securities Dealers Association; and the Type Il Financial Instruments Firms Association. The
product/service may not be offered or sold in Japan; this document is not made to solicit investment. Note to Readers in Australia and New
Zealand: This document has been issued by AllianceBernstein Australia Limited (ABN 53 095 022 718 and AFSL 230698). Information in this
document is intended only for persons who qualify as “wholesale clients,” as defined in the Corporations Act 2001 (Cth of Australia) or the
Financial Advisers Act 2008 (New Zealand), and is general in nature and does not take into account any person’s objectives, financial situation or
needs. Note to Readers in Hong Kong: For Institutional Investor and Financial Advisor use only. Not for inspection by, distribution or quotation
to, the general public. This document is issued in Hong Kong by AllianceBernstein Hong Kong Limited (E41E % 4 BR 42 &]). This document has
not been reviewed by the Hong Kong Securities and Futures Commission. Note to Readers in China: This information contained here reflects
AllianceBernstein Hong Kong Limited (“AB”) or its affiliates and sources it believes are reliable as of the date of this publication. This presentation
has been provided to you for the sole use in a private and confidential meeting. AB makes no representations or warranties concerning the
accuracy of any data. There is no guarantee that any projection, forecast or opinion in this material will be realized. Past performance does not
guarantee future results. The views expressed here may change at any time after the date of this publication. This presentation is for informational
purposes only and does not constitute investment advice. AB does not provide tax, legal or accounting advice. In considering this material, you
should discuss your individual circumstances with professionals in those areas before making any decisions. This presentation or any information
contained or incorporated by reference herein does not constitute an offer to sell or the solicitation of an offer to purchase any financial instrument,
product or service sponsored by AB or its affiliates within the People's Republic of China ("PRC", for such purposes, excluding Hong Kong, Macao
and Taiwan). Note to Readers in Vietnam, the Philippines, Brunei, Thailand, Indonesia and India: This document is provided solely for the
informational purposes of institutional investors and is not investment advice, nor is it intended to be an offer or solicitation, and does not pertain to
the specific investment objectives, financial situation or particular needs of any person to whom it is sent. This document is not an advertisement
and is not intended for public use or additional distribution. AllianceBernstein is not licensed to, and does not purport to, conduct any business or
offer any services in any of the above countries. Note to Readers in Malaysia: Nothing in this document should be construed as an invitation or
offer to subscribe to or purchase any securities, nor is it an offering of fund management services, advice, analysis or a report concerning
securities. AB is not licensed to, and does not purport to, conduct any business or offer any services in Malaysia. Without prejudice to the
generality of the foregoing, AB does not hold a capital-markets services license under the Capital Markets & Services Act 2007 of Malaysia, and
does not, nor does it purport to, deal in securities, trade in futures contracts, manage funds, offer corporate finance or investment advice, or
provide financial-planning services in Malaysia. Note to Readers in Singapore: This document has been issued by AllianceBernstein (Singapore)
Ltd. (“ABSL”, Company Registration No. 199703364C). AllianceBernstein (Luxembourg) S.a r.l. is the management company of the Portfolio and
has appointed ABSL as its agent for service of process and as its Singapore representative. AllianceBernstein (Singapore) Ltd. is regulated by the
Monetary Authority of Singapore. This advertisement has not been reviewed by the Monetary Authority of Singapore.
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