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guarantee any of the following will occur in part or in full. The foregoing is not comprehensive and does not reflect all possible market changes. This 
information is not investment advice or investment research and should not be relied on when making an investment decision.
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• Secular and Other Forces Driving Inflation

• Equities Landscape and their Role as an Inflation Hedge

• Some Ideas to Navigate Today’s Environment

Agenda
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Historical analysis and current forecasts do not guarantee future results. *Trade is the sum of exports and imports of goods and services measured as a share of 
gross domestic product. †The shaded arears represent size of population aged 20–65 in regions shown. 
Left display as of December 31, 2021; middle right display as of December 4, 2024
Source: www.ourworldindata.org, LSEG Datastream, UN Population Division, The World Bank and AB

Mega Forces Imply a New Investment Regime

Deglobalization* Public Debt Demographics†

Working-age population
Energy Transition Will Take 
Much Longer

• Fragmented labor, supply chains, 
constraints to growth

• Inflation as the least painful path? • Smaller labor force wage bargaining 
power? Greater cost of care

Bottom line: Higher equilibrium inflation, lower real growth
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• Higher volatility of inflation
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Impact of Globalisation on US Employment, Wages…and Prices
Prima Facie evidence that China joining WTO in 2001 
was devastating for US manufacturing jobs

US manufacturing real wage growth: outside recessions, 
manufacturing real wage growth has declined from an average 
of 1.8% pa to 0% pre/post 1980

Current analysis does not guarantee future results. 
LH chart as of September 30, 2024. RH chart as of October 15, 2024
Source: Bloom, Draca, van Reenen (2015): Trade Induced Technical Change? The Impact of Chinese Imports on Innovation, IT and Productivity
 Trade Induced Technical Change? The Impact of Chinese Imports on Innovation, IT and Productivity | The Review of Economic Studies | Oxford Academic (oup.com)  Jaravel 
and Sager (2019) What are the Price Effects of Trade? Evidence from the U.S. and Implications for Quantitative Trade Models fedgfe2019-68.pdf (elsevier-ssrn-document-store-
prod.s3.amazonaws.com)

• Bloom et al (2015) suggest trade with China did not cause a net loss of American jobs, with a loss of 
manufacturing jobs offset by gains in service jobs. But wages not the only mechanism for China to export 
deflation

• Jaravel and Sager (2019) find 1pp increase in import penetration from China causes a 1.91% decline in 
consumer prices 
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Recession US Manufacturing Hourly Wages (Real), YoY
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https://academic.oup.com/restud/article-abstract/83/1/87/2461318?redirectedFrom=fulltext&login=false
https://academic.oup.com/restud/article-abstract/83/1/87/2461318?redirectedFrom=fulltext&login=false
https://academic.oup.com/restud/article-abstract/83/1/87/2461318?redirectedFrom=fulltext&login=false
https://elsevier-ssrn-document-store-prod.s3.amazonaws.com/frb_board/fedgfe2019-68.pdf?response-content-disposition=inline&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEIj%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaCXVzLWVhc3QtMSJGMEQCIDbTWg8GBFZvnKWVs1UkxQ6Djonbtrf%2FcWht5cKQ%2BIdOAiAdYspK232DESsHyrTM7gyX6qeAGojXZnda0MD5QEY%2FwyrGBQjB%2F%2F%2F%2F%2F%2F%2F%2F%2F%2F8BEAQaDDMwODQ3NTMwMTI1NyIMd6L1mF2lWfh3QIfzKpoFKtmoqHGB%2FlcVZ78kBKMY%2B8LRY4t19MRwNhUBsPPb6ExhAhnGJ1kp0xU5CwPzwmJIjxrnXpnNdkWBdMdb0tdwgYXIVeS8PATlI3OVb9DRD6yFRdl6ATgmOLFkTnuVIL2fm0fsLvIlmDKVHKWI663gErAFt2CJ6wqcBPxcJwWN1eh5xrm3MijtQb54jiRgn6k6n1Pnb9suorH9saUzgbX1XNuiXGaencV3d07GIel3W23k2uCNWnOr2HbPfwIA8dGqczAwrBKFA8dJVxb13SqtDT5k7%2FAU5IGakMxwY8GXmS104aJHRLUMZ5wr%2BveafmpzKStJaMKITRDdDPOGXUhxcqBoIPwEhMNId8jjBZq8ciRGBAVhAATUOjUQzQwI54kxmU5JfWXbg5WbClOOLsounp7zQIQ6Z5u4uE2%2BAl3z2f5eaeBjdYJ3UBHyrn6%2BlkOBE7KHzrywC6cjIQUbbzlElhfYJ5ezlVr0Ck%2F20XIafV3Lk1WlvaOIOsesfSS%2FA%2BLQ37RKiqiC0EsRXVZabi3JjCjDHmEHOEd5UsQqb%2FRQgO9rkpkMfWBKwGcaNQAcKYOB18kZJxJFVbLwJsnmfYBfpPGaRzjWMs8uBY2N9kj6iA2hkL28Jlw5EA8BRUgwL4wqy41NxdMe67klZt%2BnxWm%2BE8d%2BiRQxbSwKQ3NXowBJZWc%2FXbqhU8RVXEdmeIBcCiPrfTSuuJQxInZ543736%2BO4MpmJn2QXlsb8wEBumZTjcj%2BBBxdpmGmTnrstxUeEpIOHFQVSIFIwuwCD5M4qnGUL3MuFT1KztEz85X6n5HNmu%2FEUKlqXsUN1G6%2Bs7BLb6OhZzcYEm5f0JjyVr6wJHZqH4tonsmeH0JPv0yIYI9xqTw937tVpxnHVWdJaMNafxrcGOrIBzPLVSQfrHuu%2F0K78d%2FlSC9wGVxHNnEKrGHqeF1%2FVTG9C1vLbRPj2YI%2BMvPe8EPKLCjmSzXrRBSPMJN2cQzufYFY2BU9CWm%2FomfxoQ06vlilOTDau5R0TGfjWYdNICHcqm1hTDclaiN8Z3KiZS5H%2BIrS268B%2B83BmyGny%2BNqlVqM65sSd63McE1yNpsJ1u1WEEY7IaZhI6V%2BSGtiHLybHK91TfeQNoQM1UlHL5isBqCOYsg%3D%3D&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20240923T170226Z&X-Amz-SignedHeaders=host&X-Amz-Expires=300&X-Amz-Credential=ASIAUPUUPRWEZEAYDDP6%2F20240923%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=2ae1bee6e999b38d8fa6f4d0884c1fe34900ec4acdd839625c696eb39869157a
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Debt/GDP and CPI
High levels of public debt have led to bursts of significantly higher inflation 

US Debt/GDP and US CPI, YoY UK Debt/GDP and UK CPI, YoY 
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Current analysis does not guarantee future results. 
As of December 31, 2023
Source: Global Financial Data and AB
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Historical analysis does not guarantee future results. 
Note: The shaded areas represent population in regions shown aged 20–65. The black dotted line represents a scenario where 50% of those aged 65 to 79 continue to participate 
in the labour force. The red dotted line represents a scenario where 0.17 extra nursing and residential care workers are needed for each person aged 75 and older. 
As of December 4, 2024
Source: LSEG Datastream, UN Population Division and AB

A Shrinking Labour Force… Even Before Deglobalization is Taken into Account
The Decline in Working Population from Demographic Changes Over the Next 30 Years Will Remove 30% of the Extra Workers Who 
Joined the Global Economy from China and the Soviet Bloc 
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Can the Energy Transition Happen? Implications for Investors

Current analysis does not guarantee future results. 
Source: AB

Climate Scenarios and Energy Transition 
Needs

• Some elements of decarbonization are 
underway, others are lagged

• The social and political costs of a rapid 
transition are likely too high…

• …while AI is leading to an increase in energy 
demand

• Therefore, the risk of missing 2°C target is 
high

Impact of Climate on Macro Outlook

• Likely lower growth rates, greater path risk

• Indirect impact: Migration pressure is just 
beginning… 

• Greater inflation volatility

• Breaching 1.5°C or 2°C outcomes implies 
much greater uncertainty
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How Does AI Change Investing?

• Could lead to greater productivity and higher growth
• Corporates in the driving seat—perpetuates high margins?

• Greater wealth inequality (richest cohort gets richer while 
destroying jobs?)

• Political impact: Is AI compatible with democracy? 
• AI implies greater uncertainty in geopolitics

Positive Forces for Investors Negative Forces for Investors

No one has a clue…but here is a starting point for discussion

Markets tend to price these forces quickly Markets tend to be bad at pricing this, risks saved 
up for a future day?
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Deflationary Forces Inflationary Forces

Deflationary as Well as Inflationary Forces Are at Work over Strategic 
Horizons

• Lower long term growth expectations implies lower inflation

• Technology and automation have been deflationary for years. 
Does AI revolutionise this and undercut the case for inflation?

• Consumers’ realization, once pent-up spending ebbs, that 
nominal savings returns are down and inflation is up, implying 
the need to save more, which lowers money’s long-term 
velocity

• On strategic horizons inflation driven by:

• De-globalization (supply/labour cost impact)

• Demographics (shrinking labour force and care costs)

• Labour bargaining power? (Smaller supply of labour vs AI)

• Energy transition and climate (Is the transition inflationary or 
deflationary? Impact of severe weather on inflation vol)

• Monetisation of debt? Debt/GDP at its highest level since 
WWII. Is inflation the only way out? 

Current analysis does not guarantee future results. 
Source: AB
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Moderately High Inflation Supports Equity Multiples

Historical analysis and current forecasts do not guarantee future results. 
Data from September 30, 1971 to August 31, 2022. Pre 1997 the 10y breakeven rate is a backcast of implied inflation calculated by NY FED. 
Source:  Robert Shiller's Database, LSEG Datastream, NY FED and AB

Moderately High Inflation Has Supported Equity Multiples
Cyclically Adjusted Price-Earnings Ratio of US Equities by Inflation Regime (US CAPE Ratio)
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Trump 2.0: Market/Economic Environment, Policy Sequence Are Different

Markets:  Valuations Higher, Spreads Lower
• Equity markets are more expensive
• Credit spreads are tighter
• Defensives are Cheap 
• Growth is Expensive

Economy:  Later Cycle, Less Stimulus
• Growth stronger, unemployment is lower
• Interest rates are higher
• Inflation is higher
• Fiscal deficits are higher

What Is Different this Time? Key Market and Economic Indicators

Markets 2016 2024
• Market valuation (P/FE) 16.4x 21.1x

• Credit spreads 4.6% 3.0%

• Defensives/Market 1.12× 0.88×

• Growth/Market 1.09× 1.34×

Economy

• Unemployment rate 4.7% 4.1%

• Ten-Year yields 1.8% 4.4%

• Core inflation 2.1% 3.3%

• Fiscal deficits –3.1% –6.7%

Downside 
Risks

Upside 
Opportunities

Short-Term Medium-Term

Tariffs
Immigration

Investment
M&A

Deregulation
Tax Reduction

Past performance does not guarantee future results.
All data are US Based. Market valuations are the forward P/E for S&P 500; Defensive/Market is MSCI USA Min Vol/S&P 500 Forward P/E; Growth is MSCI USA Growth/S&P 
500 Forward P/E. Credit Spreads is Barclays US HY Corporate yield – US 10Y Treasury.
As of December 31, 2024
Sources: Bloomberg; FRED Economic Data, MSCI, and AB
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Headwinds Tailwinds

Valuation US is “expensive” (Shiller PE). ERP may 
rise? 

Real yields remaining low in long run 
context. Set to fall further? Can this 
forestall mean-reversion?

Sentiment Inflows into global equities, high 
ownership, X-border flow Equities as a real asset

Fundamentals and Cash 
Flow

"Populist" pressure on margins? Tariffs 
and re-working of supply chains

High profitability, investment in 
automation, corporates running the 
show in AI (as opposed to 
governments)

Growth Demographics, deglobalisation Investment in energy transition?

Historical analysis and current forecasts do not guarantee future results. 
Source: AB

Tailwinds and Headwinds for Global Equities
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Past performance does not guarantee future results.
As December 31, 2024
Source: I/B/E/S, MSCI, S&P and AB 
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Past performance does not guarantee future results. References to specific securities discussed are not to be considered recommendations by AllianceBernstein L.P. 
S&P 500 returns ranked against the Morningstar US Large Cap Blend category.
As of June 30, 2025
Source: Bloomberg, Company Reports and AB

Significant Current Index Concentration Provides Opportunities for Active Management
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Record Benchmark Concentration Has Fueled Passive’s Outperformance

General Electric, Cisco 
Systems, Intel, Microsoft, 

Exxon Mobile, Pfizer, 
Walmart, Citigroup, Nortel 

Networks and Oracle

NVIDIA, Microsoft, Apple, 
Amazon, Alphabet Inc.,

Meta Platforms,
Broadcom, Berkshire,

Tesla and JPMorgan Chase

Index Returns 
Ranked 7th Percentile

August 2015–June 2025 

Index Returns 
Ranked 55th  
Percentile 

Index Returns 
Ranked 27th  
Percentile 
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...and Increase Risk of 60:40

The Diversifying Power of Bonds Likely to Reduce…

Stock-Bond Correlation Has Recently Been More Negative than Prior 250 Years…* 
…Unlikely to Persist

Past performance does not guarantee future results. 
*Rolling 10-year correlation between stock and bond returns. 
As of January 31, 2025
Source: LSEG Datastream, Global Financial data, Shiller's database and AB
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Defensives

In a Volatile World, the Pattern of Returns Matters More†

Relative valuation percentiles of defensive sectors are attractive

Defensives and Value Are Very Cheap Relative to Growth

Past performance does not guarantee future results. 
*Percentile rankings are based on monthly valuations (i.e., relative P/E of 1Q for each factor vs. Russell 1000) from 1990 to present. Free cash flow to assets (FCFA): LTM cash 
flow from operations less three-year average CAPEX divided by average total assets. Low beta: exponentially weighted beta with a one-year half-life over the last five years. Price 
to free cash flow (P/FCF): LTM cash flow from operations less three-year average CAPEX to market cap. 
†Valuation percentiles for sectors are cap-weighted average price-to-next 12 months earnings forecast relative to benchmark and relative to their own history. The investable 
benchmark is MSCI World Index. 
As of December 31, 2024
Source: I/B/E/S, MSCI, Refinitiv, Russell Investments and AB 
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Historical analysis does not guarantee future results. 
EM hard currency sovereign debt and local debt are represented by J.P. Morgan Emerging Markets Bond Index Global Diversified and Government Bond Index-Emerging Markets 
Global Diversified. US Treasuries, Global IG, and Global HY are represented by Bloomberg US Treasury Index, Bloomberg Global Aggregate Credit Index (USD Hedged), and 
Bloomberg Global High Yield Index (USD Hedged), respectively. EM FX and US Dollar are represented by J.P. Morgan EM Currency Index and Bloomberg Dollar Spot Index. 
As of 30 June 2025. Source: Baker, Bloom & Davis, MSCI, J.P. Morgan, Bloomberg, AB.

Policy Uncertainty Has Driven Outperformance For Markets Outside of The 
US YTD

US Economic Policy Uncertainty Reached Post-COVID Highs
US Economic Policy Uncertainty Index

Non-US Assets Are Highly Sought After by Investors
Total returns, percent
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International Stocks are Having a Strong 2025: More Gains Ahead?

Key Catalysts for Improved Performance

 Regions outside the US poised to benefit 
from significant stimulus measures and 
prevailing secular trends

 Firms delivering solid earnings growth 
and shareholder friendly actions

 A moderation of US dollar strength 

Benefits

 Exposure to different sources of alpha 
not found in the US

 Diversification away from US index 
concentration issues, and… 

 …lower valuations

Changes Afoot Create Opportunity Outside US

Current analysis does not guarantee future results. 
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Past performance and current analysis do not guarantee future results.
EAFE: Europe, Australasia and the Far East
Earnings growth is calculated based on the year-on-year change of market capitalization/market price/earnings ratio. 
As of June 30, 2025
Source: International Data Corporation, S&P, S&P Compustat, LSEG Datastream, Worldscope and AB

Earnings in Historical Perspective: US Companies Haven’t Always Led

Average Annual Earnings Growth by Decade
USD (percent)

8.3 8.8
7.5

9.7

6.9

12.5

3.5

5.0

1990s 2000s 2010s 2020s

S&P500 MSCI EAFE



AB Equities 20
For Investment Professional use only.
Not for inspection by, distribution or quotation to, the general public.

Current analysis and forecasts do not guarantee future results. 
Bloomberg consensus expectations shown. For earnings, EM shown as MSCI EM, China as MSCI China All Shares, US as S&P 500, Europe as MSCI Europe. 
As of 3 July 2025, earnings As of 30 June 2025. Source: Bloomberg and AB

Robust growth should support EM earnings in 2025
Growth Expectations Improved in Q2, EM Growth Premium to Persist

Change in 2025 Growth Expectations
Percent

Consensus GDP Forecasts by Region
2025 estimated year-over-year (percent)

Consensus EPS Growth by Region
2025 estimated year-over-year (percent)
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Four Key Trends in Emerging Markets

Innovation Will Be 
New Impetus for 

Growth

Geopolitical 
Resilience

Value Up 
Programs Across 

EMs

EM Exports 
Continue to Grow

Logos, brands and other trademarks in this presentation are the property of their respective trademark holders. They are used for illustrative purposes 
only and are not intended to convey any endorsement or sponsorship by, or association or affiliation with, the trademark holders.
As of 30 June 2025
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Disclosures and Important Information
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. This document has been approved by AllianceBernstein Limited, an affiliate of AllianceBernstein L.P.
Note to Readers in the US: By providing this presentation, neither AllianceBernstein (AB) nor its employees have the responsibility or authority to provide, or 
have provided, investment advice in a fiduciary capacity for the purposes of the Employee Retirement Income Security Act of 1974 (ERISA), or Section 4975 of the 
Internal Revenue Code of 1986 (the Code), in connection with any decision by you to engage AB to provide the services described in this presentation. AB has a 
financial interest in providing this presentation in that it will be compensated if it is engaged to provide the services described in this presentation. AB believes that 
you are either: (i) a fiduciary of the Plan and hold, or have under management or control, total assets of at least $50,000,000; or (ii) a representative of a financial 
institution, and are capable of evaluating investment risk independently, both in general and with regard to particular transactions and investment strategies. By 
accepting this material, you are deemed to have confirmed the above information.
This presentation is provided by AllianceBernstein L.P. This presentation booklet has been provided to you for use in a private and confidential meeting to discuss 
a potential or an existing investment-advisory relationship. This presentation is not an advertisement and is not intended for public use or distribution beyond our 
private meeting.
Note to Readers in the United Kingdom: 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 (FCA).
Note to Readers in Europe: This information is issued by AllianceBernstein (Luxembourg) S.à r.l. Société à responsabilité limitée, R.C.S. Luxembourg B 34 305, 
2-4, rue Eugène 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, Zürich, 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.
Important Information
Past performance is not a guide to future performance. The value of investments, and the income from them, can fall as well as rise, and you may not 
get back the original amount invested. The value of nondomestic securities may be subject to exchange-rate fluctuations.
This information is directed at Investment Professionals only and should not be relied upon by any other persons. It is provided for informational purposes only and 
is not intended to be an offer or solicitation, or the basis for any contract to purchase or sell any security, product or other instrument, or to enter into any type of 
transaction as a consequence of any information contained herein. The views and opinions expressed in this presentation are based on AllianceBernstein’s (AB) 
internal forecasts and should not be relied upon as an indication of future market performance or any guarantee of return from an investment in any AB services.
An investor cannot invest directly in an index or average, and these do not include the sales charges or operating expenses associated with an investment in a 
portfolio, which would reduce total returns. 
Disclosure on Security Examples: References to specific securities are presented to illustrate the application of our investment philosophy only and are not to 
be considered recommendations by AB. The specific securities identified and described in this presentation do not represent all of the securities purchased, sold 
or recommended for the Portfolio, and it should not be assumed that investments in the securities identified were or will be profitable.
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 or any securities or financial products. This report is not approved, reviewed or produced by MSCI.
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The value of an investment can go down as well as up, and investors may not get back the full amount they invested. Past performance does not 
guarantee future results. 
Some of the principal risks of investing include:
Market Risk: The market values of the investments may rise and fall from day to day, so investments may lose value.
Overseas Assets Risk: Investing in overseas assets may be more volatile because of political, regulatory, market and economic uncertainties associated with 
them. These risks are magnified in assets of emerging or developing markets.
Systemic Risk: Systemic risk is the risk of broad financial-system stress or collapse triggered by the default of one or more financial institutions, resulting in a 
series of defaults by other interdependent financial institutions.
Turnover Risk: A portfolio will be actively managed, and turnover may, in response to market conditions, exceed 100%. A higher rate of portfolio turnover 
increases brokerage and other expenses. High portfolio turnover may also result in the realization of substantial net short-term capital gains, which may be taxable 
when distributed.
Illiquid Securities: Selling illiquid or restricted securities usually requires more time, and costs are often higher.
Equities Risk: The value of equity investments may fluctuate in response to the activities and results of individual companies or because of market and economic 
conditions. These investments may decline over short- or long-term periods.
Smaller-Capitalization Companies Risk: Investment in securities of companies with relatively small market capitalizations may be subject to more abrupt or 
erratic market movements because the securities are typically traded in lower volume and are subject to greater business risk.

Investment Risks to Consider
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