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A New Landscape Creates Opportunity

As capital markets wrapped up an impressive year, the economic recovery

gathered momentum...and began to take on a different character.

A Strong Year

In retrospect, 2009 will be recorded in
the history books as a remarkable year.
In the span of 12 months, the stock
market experienced both the depths of
the credit-crisis-driven decline and the
relief of a surprisingly strong—though
still incomplete—recovery.

The MSCI World Index returned 30%
for the calendar year, its best showing
since 2003. Investors who had the
fortitude to maintain their long-term
strategies were able to regain a sizable
portion of what they'd lost in the
downturn, although they had to
endure a nerve-testing ride along the
way. While full recovery is yet to come,
2009 ended up as a very good year.

New Economic Patterns Emerge
As the economic recovery continues, it's
likely to take on a different shape than
past recoveries. The tides of the world’s
economy have changed: Sizable
government stimulus packages are
bolstering the early stages of the
rebound, consumption is becoming
more global and a weak dollar is
rebalancing capital flows and trade.

As these new patterns unfold, the
opportunities and risks confronting
investors are changing. While some
companies and industries will navigate
a path to greater success, others will
struggle. This uncertainty creates
misvaluations that can be exploited.
Strong research, effective security
selection and a global perspective will
define investment success—particularly
in this ever-changing landscape.

Despite a rough start to 2009,
the markets had a strong year

Major Index Returns (in USD)
As of December 31, 2009

Equities Q4 2009
MSCI World 4.1% 4 30.0%
Emerging Markets 8.5% 4 78.5%
us 6.0% 4 26.5%
Europe 3.2% 4 35.8%
Japan -4.1% @ 2.9%
Credit

Global High Yield 5.2% 4 57.7%
CMBS 3.3% 4 28.5%
EM Debt 2.4% 4 34.2%
Global Corp. 1.5% 16.6%

Government Bonds

Japan 0.6% 1.4%
Euro -0.1% @ 4.1%
us -13% @ -36%

Past performance does not guarantee future
results. Individuals cannot invest directly in an
index. Please see back cover for index definitions.
Source: Barclays Capital, Bloomberg, Morgan
Stanley Capital International (MSCI), Standard &
Poor’s, TOPIX and AllianceBernstein

There is no guarantee that any forecasts or opinions in this material will be realized. Information should not be construed as investment advice.
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What a Difference a Year Makes

As 2009 began, governments around the world were working furiously to

stave off financial disaster and an economic free fall. Now, recovery is under

way, although its patterns will differ from the past.

Mounting Signs of Progress
Evidence continues to accumulate
that the world is rebounding from a
widespread recession. The global
economy likely shrank by 2.3% in
2009; in 2010, we expect it to expand
by 3.5%, which would represent its
best calendar-year showing since
before the crisis.

The chances of recovery have been
improved by a rapid rebound in global
manufacturing, which could eventually
lead businesses to begin hiring again.
Some labor markets are beginning to
show encouraging signs. Unemploy-
ment in Japan has been falling and
Brazil's unemployment rate fell for
three straight months in a row to
7.4%.?

In the US, new jobless claims have
declined and leaner companies are
increasingly tapping temporary workers
to help meet demand—a positive
development for eventual full-time job
creation. The US unemployment rate
registered a slight—but welcome—de-
cline. As conditions improve, consum-
ers and businesses are starting to feel
more confident.

Some investors fear a relapse as
government stimulus has run its course,
but the reality is that much spending
still remains on tap. Almost two-thirds
of the USD $787 billion US fiscal
stimulus is yet to be disbursed. In
China, roughly half of the govern-
ment’s fiscal relief is still on the
way—funds for building railways and
low-income housing, improving rural
infrastructure and tackling a host of
other initiatives.?

Interest rates in many major economies
remain extraordinarily low, as central
banks encourage economic activity.
Keeping rates low reduces mortgage
rates and other borrowing costs for
consumers and businesses. It can also
entice bank lending, by enabling banks
to borrow cheaply while lending and
investing at a higher rate. And it
combats risk-averse behavior by
making safer, lower-yielding invest-
ments relatively less attractive.

Embracing a New Recovery
Massive stimulus efforts are creating
new economic patterns, as is global
consumption. Developed market
consumers have traditionally led
recoveries, but the role of emerging
market consumers is growing. In the
1990s, they accounted for 22% of the
world’s consumption growth; since
2006, that share has doubled. Con-
sumption is quite well-balanced among
diverse regions including Asia, Eastern
Europe and Latin America. There's been
much talk of the Chinese saving less
and spending more, but other Asian
countries are contributing as well.

The landscape is changing in other
ways, too. A weak US dollar combined
with greater productivity is rebalancing
global trade and capital flows, making
US exports more attractive and
prompting foreign companies to
consider the US alongside other
countries as a place to build factories
and facilities. Innovations and techno-
logical advancements like alternative
energy and genomic medicine will
make some industries obsolete while
sowing the seeds for new ones. Some
companies will stand tall while others
falter, creating an evolving opportunity
set for disciplined investors.

Investors should view the new course of recovery as a

'AllianceBernstein forecasts as of 4 January 2010. Forecasts may not be achieved.
2Most recent data through November 2009. Source: Haver Analytics
3As of 31 December 2009. Source: CEIC Data, Congressional Budget Office, Recovery Accountability and Transparency Board, US federal agency financial and activity reports and

AllianceBernstein
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The Big Debate: Exit Strategies
As the recovery progresses, debate
intensifies on exit strategies for fiscal
and monetary stimulus: How will
governments and central banks
“unwind” these unprecedented
policies?

Sizable budget deficits will eventually
have to be addressed, and many
investors fear governments lack the will
to deal with the problem. However, by
gradually introducing tax hikes and
spending cuts, governments have
successfully tackled large deficits in the
past without undermining economic
growth. And growth itself can help
shrink the gap by boosting government
tax revenues.

There’s also concern about the future
path of interest rates. Short-term rates
are being held very low to encourage
the flow of capital. As economic
activity rises, rates will have to increase
to guard against an overheating
economy. Some worry that waiting too
long to raise rates could cause inflation
to spiral out of control; others fear that
raising them too far or too fast will
choke off recovery. But even if rates
climb materially from historic lows—
and we believe they will—such an
interest-rate environment should still
support economic activity.

Other risks are present. Borrowing and
lending activity remains subdued,
robbing the recovery of needed
momentum. Geopolitical flare-ups and
stronger global demand could cause oil
prices to surge, making it more costly
for firms to do business. As we move
forward, we're closely monitoring these
developments.

Global consumption is more balanced today than many investors realize

Contribution of Emerging Markets to Consumption Growth

46%
Latin America
29%
22% Asia ex Japan
EEMEA*
1990s 2000-2005 2006-2008
2.8% 3.9% 3.3% Total Global

Consumption Growth

Historical analysis does not guarantee future results.
*EEMEA represents Eastern Europe, Middle East and Africa
Source: Haver Analytics, International Financial Statistics, World Bank and AllianceBernstein

How far and how fast will interest rates rise?

Official Interest Rates

M 2003-2007 6.7%
W 2009* 6.0%

2010F 539

4.7%
3.4%
2.8%
0,
L3 2.0% 2.0%
1.0%
0,

0.2%0.1%0.1% 0.3% o

Japan Euro Area us UK China

Historical analysis and current forecasts do not guarantee future results.
As of 31 December 2009

*2009 at year-end; 2010 forecasts are AllianceBernstein’s

Source: Bloomberg and AllianceBernstein
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Improved Revenues:

The Missing Piece?

As stock markets regain lost ground, investors are looking for a revival in

revenue growth as the fuel for further gains.

A Broad-Based Market Rally

The broad market upturn that began in
early March carried many categories of
global equity investments along with it.
Large-cap and small-cap stocks, growth
and value styles, emerging market and
developed: Each of these segments
benefited as the economic recovery
began to materialize and investors took
a more balanced view of risk and
return.

Surprisingly strong earnings played a
big part in this revival. In the third
quarter, for example, eight of 10 US
companies exceeded earnings esti-
mates, and more than half of compa-
nies in the Euro area and Japan beat
expectations, driving price gains.* But
there’s been an undercurrent of doubt
in this stellar earnings performance. To
this point, earnings surprises have
largely been attributed to a deep round
of corporate cost-cutting.

Revenue Growth Could Be the
Next Catalyst

Now, markets are waiting eagerly for a
rejuvenation in demand that will drive
revenue growth. But where will those
revenues come from?

One important source is likely to be
renewed capital spending in many
industries. As the economy turned
downward, companies tightened their
purse strings. They curtailed spending
and capital investments, holding off on
buying new computers and vehicles,
and delaying or forgoing a host of
other long-term capital outlays.

Companies also slashed inventories, cut

costs and reduced payrolls—allowing
these leaner businesses to accumulate

more cash. In the US, for example, cash

as a percentage of companies’ market

capitalization climbed to levels not seen

in more than 20 years—a trend that’s
consistent globally.

It's highly unlikely that this situation will
remain. Business equipment can't last
forever—vehicles break down and
office computers must eventually be
upgraded. Opportunities will
arise—and firms will require cash to
seize them. As companies begin to
open the tap on spending, it will
translate into new sources of revenue
for the economy.

Households in developed economies
like the US and UK have also been
spending less, as they focus on
reducing their debt burden. However,
the progress they're making frees up
additional cash. Consumers, too,

will eventually need to replace cars,
appliances and other big-ticket items,
boding well for renewed strength in
household spending in 2010.

One important source of revenues will be renewed capital
spending in many industries.

4As of 30 November 2009. US represented by companies in the S&P 500, Europe by MSCI Europe and Japan by Nikkei 225
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Improving Profits Could Bolster
Stock Valuations

With companies operating in much
leaner fashion today, increased revenue
from even modestly higher demand
for goods and services could drive
meaningful improvements in profit
margins.

As this occurs, profitability, which is
currently at a cyclical low point, should
begin to rise. The market expects
global profits to rise by 29% in 2010
and 21% in 2011 as earnings work
their way back toward their long-term
trend.> As investors begin to compare
stock prices to this future earnings
potential, stocks will seem like a more
attractive proposition.

But a rising tide won't lift every boat.
Companies with stronger fundamen-
tals, more innovative technologies or
better strategies will capitalize on a
changed economic landscape and
move to the forefront. To successfully
identify these firms, investors will have
to be more selective, with diligent
research pointing the way to the
opportunities of tomorrow.

SConsensus estimates as of 31 December 2009.
Source: I/B/E/S Aggregates

Cash levels are very high, despite slow sales growth

Cash as % of Market Cap*
1960—October 2009

Percent
oo

60 64 68 72 76 80 84 88 92 96 00 04 08

Historical analysis does not guarantee future results.
*US large-capitalization stocks excluding financials and utilities
Source: Corporate reports, Empirical Research Partners analysis, Sanford C. Bernstein and AllianceBernstein

If earnings improve as expected, stocks should grow more attractive
Price to Earnings: 2009, 2010, 2011

18.2x

14.1x
11.7x

P/E (2009) P/FE (2010) P/FE (2011)

Current and future estimates do not guarantee future results.

As of 31 December 2009

Price to forward earnings measures a company’s current stock price divided by earnings estimates. It is used
to compare current earnings to estimated future earnings. If earnings are expected to grow in the future,
the forward P/E will be lower than the current P/E.

Source: FactSet, MSCI, Thomson I/B/E/S and AllianceBernstein
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Strong Returns for Bonds

Bonds have also posted extraordinary
returns since mid-March, when capital
markets were reeling and only the
safest investments were in favor. In the
depths of the crisis, investors were so
leery of risk that they demanded
sizable, extra yields to choose riskier
bond sectors over the relative safety of
government bonds.

As the economy improved and bond
markets came back to life, this high
anxiety began to fade. Bargain-hunting
investors took advantage of the
extraordinary yield advantages
available, a reaction that fueled strong
performance: Over the full year,
emerging-market bonds returned 34 %,
high-yield bonds 58% and investment-
grade corporate bonds 17%.°

Research and Selectivity Will
Be Critical

As the market rallied in 2009, extra
yields fell steadily for many types of
bonds and across all credit-rating
categories—although overall yield
advantages are still higher than
previous low points.

What's more, in market segments
ranging from investment-grade
corporate bonds to high-yield bonds,
the difference between the highest and
lowest bond yields also shrank,
resulting in fewer occurrences of
outsized yields.

Since the overall fundamental risk of
corporate bonds and other credit-relat-
ed sectors has also declined, we still see

a generally favorable balance between
risk and return. But with many of the
riskiest bonds no longer offering as
much extra yield, we've become more
selective and increased our diversifica-
tion accordingly.

Going forward, we believe strongly that
research-based security selection will
once again be vital in finding the most
attractively valued bonds.

Global Corporates: 2007-2009

The extra yield on global corporate bonds has fallen substantially

Extra Yield Over Treasuries

Inv. Grade «— — High Yield

15

é 10

j«5)

- Dec 2009
5 Dec 2007
0

Dec 2008

A BBB

As of 31 December 2009
Source: Barclays Capital and Merrill Lynch

Credit Rating Category

Historical analysis does not guarantee future results.

BB B

SPast performance is no guarantee of future results. Individuals cannot invest directly in an index. Please see back cover for index definitions. Source: Barclays Capital
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The Value of Staying the Course

A bleak opening chapter in 2009 gave way to an extended stock rally that
produced the best yearly return since 2003. It was powerful evidence that
well-designed investment strategies can bounce back.

started in October 2007, and they've
yet to regain all the ground they lost.
The market's 73% return from its
bottom has allowed investors to recoup
a little more than half of the wealth
they lost in stocks. Investors who had
faith in the market’s ability to bounce
back kept their money at work instead
of abandoning their long-term strategy.
Those investors are better off today
than they were 12 months ago.

Once the details of 2009 have faded
from memory, history will show it to
be a strong calendar year for equity
markets...and a stark contrast to the
year that preceded it. One of the worst
years ever for stocks was followed by
one of the best—a potent reminder of
how important it is to stay invested,
even through very difficult times.

Many equity investors suffered steep
losses in the extended downturn that

Of course, the way forward won't be
without plenty of twists and turns.
While the long-term path of equity
markets has been upward, the journey
has often been interrupted by bear
market declines—sometimes substan-
tial ones. As long as stock markets
exist, there will be exhilarating rallies
and harrowing sell-offs.

That's why it's so important to work with
a financial advisor. Design an investment
strategy that's appropriate for your
long-term financial goals. Consider your
asset allocation carefully. And once
you've set your strategy in motion,
check in regularly to ensure that your
portfolio still makes sense for you.

One of the world market's worst years—2008—uwas followed by one of its best

Annual Stock Market Returns—MSC| World Index

2004
1997

Number of Positive Years: 30 75%
Number of Negative Years: 10 25%

2007 1989

2005 1987
1979
1984 | 1978
| 190 | 1981 | 1982 | 1976
2008 1977|1971

-50t0-40 -40to-30 -30t0o-20 -20to-10 -10to0 0to 10 10 to 20

Percentage Total Return

Past performance does not guarantee future results.

As of 31 December 2009

Returns shown in USD. Individuals cannot invest directly in an index. Please see back cover for index definitions.
Source: FactSet and MSCI
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Your investments are important to you—they're your means
of reaching your financial goals and achieving better
outcomes in life. At AllianceBernstein Investments, we're
committed to putting our research to work for you:

Exploring the opportunities and risks of the world’s capital

markets and the innovations that can reshape them

Helping investors overcome their emotions and keep their
portfolios on track

Defining the importance of investment planning and portfolio
construction in determining investment success

We've designed AllianceBernstein Research Insights as a
foundation to help investors build better outcomes. Speak to
your financial advisor to learn how we can help you reach
your goals.

There is no guarantee that any forecasts or opinions in this
material will be realized. Information should not be construed
as investment advice.

Diversification does not guarantee a profit or protect
against loss.

The sale of shares in AllianceBernstein funds may be restricted in certain
jurisdictions. In particular, no shares may be acquired by persons in the
UK except in certain circumstances, and shares may not be offered or
sold, directly or indirectly, in the United States or to US persons, as
described in the funds’ prospectuses. Further details may be obtained
from the Distributor.

AllianceBernstein investment portfolios are part of AcvBernstein, a
mutual investment fund (fonds commun de placement) or AcvBernstein
SICAV (société d'investissement a capital variable), an open-ended
investment company organized under the laws of Luxembourg, which
conducts business outside of Germany, Austria and Switzerland under
the name AllianceBernstein.

For the chart on page one, emerging market equities are represented by
the MSCI Emerging Markets Index, European equities by the MSCI
Europe Index, Japanese equities by the TOPIX Index and US equities by
the S&P 500 Index. Global high yield is represented by the Barclays
Capital Global High-Yield Index, US CMBS by the Barclays Capital
Commercial Mortgage-Backed Securities (CMBS) Index, emerging market
debt by the Barclays Capital US Dollar Emerging Markets Index and
global corporate bonds by the Barclays Capital Global Corporate Bond
Index. Euro, Japan and US government bonds are represented by the
Barclays Capital Euro Treasury, Japan Treasury and US Treasury indices,
respectively. Please see index definitions below for further description.

Index Definitions: The Standard & Poor’s 500 Index includes 500 US stocks
and is a common measure of the performance of the overall US stock
market. The MSCI World Index is a market capitalization—weighted index
that measures the performance of stock markets in 23 countries. The MSCI
Emerging Markets Index is a free float—adjusted market capitalization

index that is designed to measure equity market performance in the global
emerging markets. It consists of 26 emerging market country indices. The
MSCI Europe Index is a free float—adjusted market capitalization index that
is designed to measure developed market equity performance in Europe.
The Barclays Capital US Dollar Emerging Markets Index includes
USD-denominated debt from emerging markets in the following regions:
Americas, Europe, Middle East, Africa and Asia. The Barclays Capital
Global High-Yield Index provides a broad-based measure of the global
high-yield fixed income markets. The Global High-Yield Index represents
that union of the US High-Yield, Pan-European High-Yield, US Emerging
Markets High-Yield, CMBS High-Yield and Pan-European Emerging Markets
High-Yield Indices. The Barclays Capital Commercial Mortgage-Backed
Securities (CMBS) Index tracks the performance of USD-denominated
commercial mortgage-backed securities publicly issued in the US domestic
market. The Barclays Capital Global Corporate Bond Index tracks the
performance of investment-grade corporate bonds publicly issued in the
global market. The TOPIX Index measures stock prices on the Tokyo Stock
Exchange (TSE). The Barclays Capital US Treasury Index includes fixed-rate,
local currency sovereign debt that makes up the US Treasury sector of the
Global Aggregate Index. The Barclays Capital Japan Treasury Index
includes fixed-rate, local currency sovereign debt that makes up the
Japanese Treasury sector of the Global Aggregate Index. The Barclays
Capital Euro Treasury Index includes fixed-rate, local currency sovereign
debt that makes up the Euro Treasury sector of the Global Aggregate Index.

Note to Canadian Readers:

AllianceBernstein provides its investment management services in
Canada through its affiliates Sanford C. Bernstein & Co., LLC, and
AllianceBernstein Canada, Inc.

These materials are issued in Singapore by AllianceBernstein (Singapore)
Ltd. (Company Registration No. 199703364C).

AllianceBernstein® and the AB logo are registered trademarks and
service marks used by permission of the owner, AllianceBernstein L.P.

© 2010 AllianceBernstein L.P.
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