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Investment Products Offered 

 • Are Not FDIC Insured • May Lose Value • Are Not Bank Guaranteed

CurriCulum Guide

muniCipal Bond StrateGieS

How to Tell the Story 
of a GREAT Investment Idea

The Advisor Institute at AllianceBernstein has created a program to help Financial Advisors structure a more compelling 
and clear presentation of a “great” investment idea. The program teaches FAs how to strike a balance between motivating  
a client to take action and exercising constraint in choosing information and language. It details the seven steps below.

  •  Are Not FDIC Insured  •  May Lose Value  •  Are Not Bank Guaranteed

1. introduce the problem. The primary motivator of all human 

behavior is the desire to avoid negative sensations. So, frame 

the investment strategy as attempting to solve a potential 

problem. This activates the primary motivator—avoidance  

of pain. Create a “burning platform” problem that allows  

the story to achieve relevancy quickly. 

2. explain how it happened. Show the client how this problem 

came to be. Demonstrate the specific trends and forces in the 

capital markets that came together to create it.

3. make it personal. For the investor to respond to the message, 

he or she must understand why it’s something to be personally 

concerned about. Be sure to make it personal. 

4. describe the usual solution. Start with the choice that’s  

familiar to the client. Describe how it’s commonly used as  

a solution to the problem you’re describing. 

5. Highlight the flaws. Reveal the mechanisms in the market  

that expose the flaws in the typical solution, which will open 

the door for you to introduce the great investment idea.

6. present a better way. Investors are comfortable with the 

familiar, so use small steps to move them to a related new  

idea. This will alleviate doubts and bridge the confidence gap. 

Use graphics to present difficult concepts, and support them 

with relevant, timely research.  

7.  Show the benefits. Close by summarizing why the new 

solution is better. This step allows you to present the 

anticipated behavior of an approach over time, based on  

well understood mechanisms operating in the markets. 

If you tell the story well, the client will become excited and eager 

to accept the new investment ideas. Therefore, when making 

a recommendation, tailor the investment to a client’s actual 

situation and life. And make sure the investment is suitable. 
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This material was created for informational purposes only. It is important to note that not all Financial Advisors are consultants or investment managers; consulting and investment 
management are advisory activities, not brokerage activities, and are governed by different securities laws and also by different firm procedures and guidelines. For some clients, 
only brokerage functions can be performed for a client, unless the client utilizes one or more advisory products. Further, Financial Advisors must follow their firm’s internal policies 
and procedures with respect to certain activities (e.g., advisory, financial planning) or when dealing with certain types of clients (e.g., trusts, foundations). In addition, it is 
important to remember that any outside business activity including referral networks be conducted in accordance with your firm’s policies and procedures. Contact your branch 
manager and/or compliance department with any questions regarding your business practices, creating a value proposition or any other activities (including referral networks).
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1. introduce the problem. Many investors own laddered 

municipal bond portfolios that hold municipal bonds  

spread across the maturity spectrum. But these portfolios 

may face more credit risk than expected.

2. explain how it happened. Many states face well-publicized 

financial challenges today, and insured municipal bonds, 

which protected investors, have become rare in the 

aftermath of the global financial crisis.

3. make it personal. While municipal bond defaults have  

also been rare, weakening fundamentals can lead to 

underperformance in municipal bonds—this can hurt 

returns and increase volatility in a portfolio.   

4. describe the usual solution. Those with laddered strategies 

may consider moving into very high-quality municipal bond 

issuers, continuing to hold those bonds until they mature and 

pay investors back.  

5. Highlight the flaws. But just because a bond is highly rated 

today doesn’t mean it will stay that way, so buying high 

quality bonds won’t necessarily close the door on credit 

volatility in your portfolio. 

6. present a better way. AllianceBernstein’s municipal  

bond strategies include both high-quality portfolios and 

portfolios for investors who are seeking income. They’re 

actively managed by an experienced team and focus on 

deep credit research.

7. Show the benefits. The portfolios put each municipal issuer 

under a microscope to gauge its creditworthiness and 

return potential. They manage credit risk and other risks. 

For example: they may emphasize bonds that pay income 

from dedicated revenues of projects like sewers or airports 

instead of from general state and local revenues. And 

today’s market presents active managers with opportunities 

to add value by “rolling down the yield curve.”

    How Yield Curve ”roll” Can Boost Bond returns
     A-Rated Municipal Yield Curve

 

Principles and guidance are a good starting place when preparing to tell a story, but theory doesn’t equal practice. 
Here’s an example of how an advisor can use the seven steps to build a tight, motivating case and present a specific 
investment idea.  

allianceBernstein municipal Bond Funds
Intermediate Muni (AIDAX) * National Muni (ALTHX) * High Income Muni (ABTHX) * Muni Inflation (AUNAX)

0.0

1.0

2.0

3.0

4.0

One-Year Seven-Year 

2.42% 

0.65% 

Pe
rc

en
t 

Buy seven-year par bond: 
Yield: 2.42% 
Coupon: 2.42% 

Six-years later: 
Yield: 0.65% 
Coupon: 2.42% 

Since the coupon is higher than the 
yield, its value has risen above par; 
it has become a premium bond. 

Source: Municipal Market Data Corp. and AllianceBernstein estimates for A-rated 
bonds as of August 2011.

For illustrative purposes only.  Current estimates do not guarantee future results.
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A Word About Risk— Interest Rate Risk: As interest rates rise, bond prices fall and vice versa - long-term securities tend to rise and fall more than short-term securities. 
Diversification/Focused Portfolio Risk: Portfolios that hold a smaller number of securities may be more volatile than more diversified portfolios, since gains or losses 
from each security will have a greater impact on the portfolio’s overall value. Market Risk: The market values of the portfolio’s holdings rise and fall from day to day, so 
investments may lose value. Municipal Market Risk: Debt securities issued by state or local governments may be subject to special political, legal, economic and market 
factors that can have a significant effect on the portfolio’s yield or value. Liquidity Risk: The difficulty of purchasing or selling a security at an advantageous time or 
price. Credit Risk: A bond’s credit rating reflects the issuer’s ability to make timely payments of interest or principal—the lower the rating, the higher the risk of default. 
If the issuer’s financial strength deteriorates, the issuer’s rating may be lowered and the bond’s value may decline. Inflation Risk: Prices for goods and services tend to 
rise over time, which may erode the purchasing power of investments. Derivatives Risk: Investing in derivative instruments such as options, futures, forwards or swaps 
can be riskier than traditional investments, and may be more volatile, especially in a down market.  
investors should consider the investment objectives, risks, charges and expenses of the Fund/portfolio carefully before investing. For copies of 
our prospectus and/or summary prospectus, which contain this and other information, visit us online at www.alliancebernstein.com or contact 
your allianceBernstein investments representative. please read the prospectus and/or summary prospectus carefully before investing. 
 

AllianceBernstein Investments, Inc. (ABI) is the distributor of the AllianceBernstein family of mutual funds. ABI is a member of FINRA and is an affiliate of 
AllianceBernstein L.P., the manager of the funds.    
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