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Market Overview 
Global equities rose during the first quarter 
despite periods of volatility triggered by 
stubbornly high inflation, banking industry 
turmoil triggered by the collapse of US-
based Silicon Valley Bank and Signature 
Bank, and later, Credit Suisse, and renewed 
recessionary fears. Unexpectedly strong 
global economic data created uncertainty 
around the depth of the disinflationary 
process and raised concern that key central 
banks would keep interest rates higher for 
longer than previously expected. China’s 
broadening economic recovery, 
underpinned by strong consumer and 
infrastructure spending and a stabilizing 
property market, helped bolster returns. As 
the quarter closed, stocks added to gains as 
confidence grew that further banking system 
contagion had been averted. US inflation 
data came in softer than expected, which 
raised hopes that central banks might pause 
or pivot away from the tightening cycle 
sooner than planned. During the first 
quarter, global equity markets, as measured 
by the MSCI World Index, rose 7.7%, while 
EM equities, as measured by the MSCI EM 
Index, gained 4.0% (all returns in US-dollar 
terms).  

Australian stocks, as measured by the 
S&P/ASX 300 Index, rose 3.3% during the 
first quarter, in local currency terms. Early in 
the quarter, market sentiment was boosted 
by the prospect of accelerating demand 
from China after the Chinese government 
abandoned its zero-COVID restrictions, 
increased its support for the troubled 

property sector and injected US$94 billion 
into China’s banking system. During the 
quarter, the Reserve Bank of Australia 
(RBA) continued to tighten monetary policy, 
reaching a total of 10 consecutive rate hikes 
and a cash rate of 3.6%—but it also 
signaled that the end of the rate hike cycle 
could be near. Although the employment 
market unexpectedly rebounded after two 
consecutive months of slower job creation, 
consumer spending cooled and wage 
growth came in below expectations. While 
still well above target rates, inflation 
retreated to an eight-month low in February, 
suggesting that the RBA’s aggressive 
tightening is having the desired effect, which 
strengthened the possibility that the central 
bank would pause rates at its next meeting 
in early April.  

Overall sector performance within the 
S&P/ASX 300 was positive. The consumer-
discretionary and communication-services 
sectors led outperformance; financials and 
real estate underperformed as the banking 
system crisis and fears of a credit crunch hit 
those sectors hardest. 

MVE Class Performance 
The MVE Class was up for the quarter and 
outperformed its benchmark, before fees. 
An underweight to financials and an 
overweight to consumer staples contributed 
the most to performance, while holdings 
within communications services and 
materials detracted. 

Diagnostic company Sonic Healthcare 
contributed during the quarter as its 
February half-year result revealed better-
than-expected operating performance, 
allaying investor concerns around the 
impact of cost inflation and the roll-off of 
high margin COVID testing on profitability. 
On an operating level, Sonic materially 
outperformed listed peers in key markets, 
demonstrating above industry base 
business growth and excellent cost control. 

Food inflation continued at elevated levels, 
helping to promote top-line growth for 
retailer Woolworths. Pricing discipline 
among the supermarkets saw this top-line 
growth translate to earnings across the first 
half of 2023. 

Pallet pooling company Brambles 
outperformed in March following a strong 
half-year result at the end of February. Its 
defensive nature became increasingly 
attractive as uncertainty rose in markets 
regarding the instability in the financial 
system. 

Gas pipeline company APA Group 
underperformed following a government 
decision to build an electricity interconnector 
in a remote part of Queensland. While this is 
a long-dated project, it will render a small 
portion of APA’s assets less competitive. 
We do not see this as material to the 
company's valuation, and the connection 
also creates upside options for APA. 

https://web.alliancebernstein.com/investments/au/resources/pdf/Partnering_with_Advisers.pdf
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Consumer packaging company Amcor 
detracted, underperforming in January, then 
moderately rebounding in February and 
March. Amcor may have underperformed 
early in the quarter due to concerns about 
rising input costs, but its results in February 
showed the company was successful in 
passing on material price rises to 
customers. We remain positive on the 
company as it is a world leader in 
packaging. Growth in several of its 
business, such as healthcare, can help 
offset any demand weakness from fast-
moving consumer goods customers 
destocking as COVID disruptions have now 
mostly passed. 

Incitec Pivot, a fertilizer and explosives 
company, underperformed in line with the 
falling price of ammonia. Energy prices, 
particularly gas prices in Europe, have 
declined quicker than futures markets 
expected, dragging down ammonia prices.  

Positioning and Outlook 
Throughout the quarter, we sold our 
holdings in retail drinks and hospitality 
business Endeavour for two reasons. First 
is the ongoing political debate about pokies, 
which highlighted the possible regulatory 
risk to Endeavour’s hotels. Second, and 
more important, is that hotels are cyclical 
and historically have performed poorly 
during economic downturns. Although 
continued investment in hotels can improve 
the underlying business, we feel this 
business could be negatively exposed to 
weakening consumer spend. 

We sold shares of Japan-based 
telecommunications company NTT, as we 
saw better opportunities elsewhere. 

We bought shares of mining company BHP. 
The price of iron ore has continued to firm 
as China’s reopening has seen steel 
production running at elevated levels, 
supporting BHP’s free cash flow.  

We bought shares of health insurer 
Medibank. Following the company's cyber 
incident late last year, we wanted to see 
evidence that customer numbers would not 
be materially adversely affected. Medibank's 
February result gave us the confidence to 
buy back in. 

More broadly, risks we have long been 
concerned about such as inflation, rising 
rates, asset bubbles, and major economic 
and geopolitical tension are all currently 
unfolding, with Australian markets 
seemingly unconcerned. It is not clear that 
this optimism will be rewarded. We maintain 
our focus on diversifying risks, and are 
particularly focused on the ability of 
companies to offset inflationary pressures 
with pricing power. We aim to use 
fundamental insight to reduce our exposure 
to stocks with cyclical pressure, balance-
sheet stress or negative events. 

Please refer to the following legal 
disclosures.
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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. 

AB Managed Volatility Equities Fund - MVE Class (“MVE-Class”) is a unit class of the AllianceBernstein Managed Volatility Equities Fund (“Fund”) (ARSN 099 739 
447). AllianceBernstein Investment Management Australia Limited (ABN 58 007 212 606, AFSL 230 683) (“ABIMAL”) is the responsible entity of the Fund and is the 
issuer of units in the Fund. ABIMAL has appointed AllianceBernstein Australia Limited (ABN 53 095 022 718, AFSL 230 698) (“ABAL”) as the investment manager of 
the Fund. ABAL in turn has delegated a portion of the investment manager function to AllianceBernstein L.P. The MVE-Class’ Product Disclosure Statement (“PDS”) 
is available by contacting the client services team at AllianceBernstein Australia Limited at (02) 9255 1299 or at www.alliancebernstein.com.au. Investors should 
consider the PDS in deciding to acquire, or continue to hold, units in the Fund. 

This information is for exclusive use of the wholesale person to whom it is provided and not to be relied upon by any other person. It is not intended for retail or public 
use and may not be further distributed without prior written consent of ABAL. 

A Target Market Determination (“TMD”) for the AB Managed Volatility Equities Fund (Managed Fund) – MVE Class is available free of charge from our website 
www.alliancebernstein.com.au. The TMD sets out the class of persons who comprise the target market for the AB Managed Volatility Equities Fund (Managed Fund) 
– MVE Class and the distribution conditions that are applicable, together with a number of other matters which should be considered by retail investors and their 
advisers. 

Information, forecasts and opinions set out in this document are not personal advice and have not been prepared for any recipient’s specific investment objectives, 
financial situation or particular needs. Neither this document nor the information contained in it are intended to take the place of professional advice. Please note that 
past performance is not indicative of future performance and projections, although based on current information, may not be realised. Information, forecasts and 
opinions (“Information”) can change without notice and neither ABIMAL or ABAL guarantees the accuracy of the information at any particular time. Although care has 
been exercised in compiling the information contained in this report, neither ABIMAL or ABAL warrants that this document is free from errors, inaccuracies or 
omissions. Any reference to a specific security does not constitute research or a recommendation to buy, hold or dispose of the security and is provided in the 
context of the investment strategy for the portfolio. 

This document is released by AllianceBernstein Australia Limited ABN 53 095 022 718, AFSL 230 698. 

Level 32, Aurora Place, 88 Phillip Street, Sydney NSW 2000 +612 9255 1299 Email: aust_clientservice@alliancebernstein.com www.alliancebernstein.com 

© 2023 AllianceBernstein L.P. 


