
strategy or a portfolio of investments across asset classes, 
our goal is always the same: the most efficient trade-off of 
risk and return.

For many of our clients, this endeavor begins with our Wealth 
Forecasting System and a core capital analysis (Display 1). The 
objectives of these are to provide a foundation for informed 
decision-making by modeling outcomes and probabilities of 
loss under a variety of different scenarios. In most cases, 
the concept of core capital is applied to day-to-day cash flow 
needs, which then determine the amount of surplus capital 
available for generational transfer, philanthropy, or investment 
in assets with a different risk profile. The same concepts apply 
to the distributions and spending of the endowments and 
foundations we serve. Once complete, a core capital analysis 
both guides investment decision-making and provides a basis 
for evaluating future progress. 

Personal outcomes are the benchmarks that matter most. 
This is why our website shows results relative to conventional 
indexes as well as versus expectations. So when someone 
asks our clients about their results, our greatest hope is 
that they can all respond (at a minimum), “I’m on track.” If 
you can’t confidently say this, now is a great time to meet 
with your Bernstein Advisor and restart the process toward 
getting there.

To Our Clients:

While the turn of the year presents a natural opportunity 
to assess and predict, few private investors actually have 
objectives measured in 12-month increments. There’s risk 
in letting the calendar drive decision-making, but it’s human 
nature to want to assess progress. How best to do that? To 
us, the right questions to ask now—and at any time of the 
year—are: “Am I on track?” “What have you learned?” and 
“Why Bernstein?”

For the record, 2015 directionally played out as we expected. 
Market returns were well below the recent trend, volatility 
increased, and research-driven active investment strategies 
were poised to add substantial value versus passive indexes. 
Of course, some things surprised us. Inflation-sensitive 
assets, for example, which we thought were inexpensive, 
got cheaper still. But the majority of Bernstein services beat 
their benchmarks last year, net of fees, and we are optimistic 
about our ability to deliver against this part of our mandate in 
the coming environment, which to us looks much the same.

AM I ON TRACK?
To know where you are, you must first know where you 
are going. It’s with this idea in mind, as well as the equally 
important goal of ensuring the experience of the journey 
is appropriate, that Bernstein allocates client capital on 
risk-based principles. And whether it is a single investment 

Backward and Forward, It's All About Outcomes

The Bernstein Wealth Forecasting SystemSM is based upon our proprietary analysis of historical capital-market data over many decades. We look at variables such as past returns, volatility, 
valuations, and correlations to forecast a vast range of possible outcomes relating to market asset classes, not Bernstein portfolios. While there is no assurance that any specific outcome 
suggested by the model will actually come to pass, by quantifying the possibilities of achieving financial goals under changing, and sometimes extreme, capital-market conditions, the tool 
should help our clients make better choices. 
*10% of probable outcomes are above this result; †50% of probable outcomes are above this result; ‡90% of probable outcomes are above this result
§The amount needed to support day-to-day cash needs
Source: AB
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that sounds good in principle but often ends in disappointing 
outcomes in practice due to cost, complexity, and trend 
following. 

Bernstein is different. We’re investors, not middlemen who 
stand between the client and the people managing his or 
her money. This means our interests are aligned with our 
clients, and we’re accountable for results in a way that the 
ubiquitous open model is not. And our integrated approach, 
which starts with each client’s goals, seamlessly balances risks 
and objectives with institutional-quality investment services 
that are even more effective when implemented together. 

No one gets everything right all the time, but Bernstein clients 
are clients of the whole firm and the expertise of hundreds 
of men and women who work as a team and are singularly 
focused on their financial outcomes. Over nearly 50 years, 
we’ve seen challenging markets and are at our best in these 
settings. While the distinctiveness of our approach is not new, 
it’s times like these when it matters most for our clients. On 
behalf of everyone at our firm, I thank you for the trust you 
have placed in us. 

Wishing you and yours a healthy and prosperous New Year,

David Barnard
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WHAT HAVE YOU LEARNED?
As investors, we’ve always prided ourselves on using research-
driven insights to deliver superior results for our clients. We 
were founded on this idea almost five decades ago. Since 
then, investment research and management have remained 
our only business. But the capital markets have changed a 
lot in that time, and so too has our firm, which now spans 
20 countries around the world. In the last several years, 
we have learned a lot about how to harness the knowledge 
benefit resident in our global footprint. Our Strategic Equities 
investment services are a great example of this, and an 
enlightened approach to active investing in our industry. 

The problem with the outsourced approach used by most 
wealth advisors is that the effort to combine the best managers 
in various investment categories usually results in over-
diversification and poor timing decisions. As Stuart Rae, Gerry 
Paul, and Seth Masters explain in our companion white paper, 
Strategic Equities counters the structural flaws in the so-called 
open model, but provides the diversification benefit of the best 
research thinking from dozens of investment professionals. 

The Strategic Equities process results in truly active portfolios 
that capture returns from both stock selection and positive 
factors (Display 2). Following work we completed in the last 
year, we will extend this approach to non-US stocks in early 
2016, with the goal of further improving the risk and return 
trade-off we deliver to our clients; you’ll hear more about this 
in the weeks ahead.

WHY BERNSTEIN?
Annual predictions are abundant this time each year, but they 
are not always relevant against multiyear goals. However, 
from today’s starting point, with low bond yields and equity 
valuations that aren’t cheap (or expensive), it is not hard to 
conclude that index growth will be more challenging and less 
consistent in the future. The good news is that there are still 
risk-management and return sources to help close the gap. 
They are just not in the places investors have historically 
found them, and delivery can be more challenging.

Deciding who you want to manage your money has never 
been more important and effectively boils down to one critical 
choice: Do you hire an independent advisor, or do you hire a 
firm? For people who end up hiring a wealth advisor, whether 
he or she is part of a big organization or a small one, success 
generally hinges on an undifferentiated approach to investing 

Past performance is not necessarily indicative of future results. There is no 
guarantee that any estimates or forecasts will be realized.
Performance for Strategic Equities, unless otherwise noted, is presented net of only 
investment-management fees of 40 basis points. Additional fees for Bernstein private-
client services are also assessed, as provided in the applicable Bernstein fee schedule. 
For your fees, please see our published fee schedule or speak to your Bernstein Advisor. 
*Top active stock contributors are as of November 30, 2015, and are only for 
securities held.
Source: Standard & Poor’s and AB
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Combine to Drive Performance
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