
The information contained in this newsletter is distributed for informational purposes only and should not be considered investment advice or a recommendation of any particular security, 
strategy or investment product. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. The information contained in this newsletter is 
accurate as of the date submitted, but is subject to change. Any performance information referenced in this newsletter represents past performance and is not indicative of future returns. 
Any projections, targets, or estimates in this newsletter are forward looking statements and are based on Epoch’s research, analysis, and assumptions made by Epoch. There can be no 
assurances that such projections, targets, or estimates will occur and the actual results may be materially different. Other events which were not taken into account in formulating such 
projections, targets, or estimates may occur and may significantly affect the returns or performance of any accounts and/or funds managed by Epoch. To the extent this newsletter contains 
information about specific companies or securities including whether they are profitable or not, they are being provided as a means of illustrating our investment thesis. Past references to 
specific companies or securities are not a complete list of securities selected for clients and not all securities selected for clients in the past year were profitable. 

Spotlight On: Integrated Risk Management
A conversation with Michael A. Welhoelter, CFA — Managing Director, Portfolio Manager and Head 
of Quantitative Research and Risk Management

QUESTION. How would you define risk management?

ANSWER. Broadly defined, the goal of managing investment risk is to 
protect against losing money from your investments, but the definition 
really depends on the goal of a strategy. 

For strategies that seek to outperform an index, the goal is to maximize 
the return per unit of risk taken. An active portfolio with this goal takes 
risk relative to a passive index. With these strategies, the role of risk 

management is to ensure that the portfolio is taking the risks it intends to take and that it 
will get paid for them. For strategies in which the goal is different, such as a specific target 
return or a particular level of volatility, the focus of risk management is to mitigate the risk 
of the portfolio not reaching its goal. If the strategy’s objective is a specific target return, 
for example, then the goal is to minimize the risk per unit of return sought.

Quarterly Investment Update: Trumponomics — Will

fundamentals rise to investors’ expectations?
By William W. Priest, CFA — CEO, Co-CIO and Portfolio Manager 

Since the November elections the U.S. equity market has soared ahead, 
anticipating that Trumponomics would make “4% the new 2%” for GDP 
growth and, by doing so, relegate “secular stagnation” to the discount bin of 
discarded economic theories. However, to our eyes, as we rapidly approach 
the 100th day of the Trump presidency, the market’s optimism appears 

increasingly difficult to justify from a fundamental, cash-flow perspective.

in the news
For the second straight year, CEO and 
Co-CIO Bill Priest joined eight other 
investment industry experts for the Barron’s 
2017 Roundtable. He spoke about the 
components of equity return, global growth 
expectations, interest rate expectations and 
their impact on valuations. 
January 14, 2017
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Firm Update

EVENTS 

•  Co-CIOs Bill Priest and David Pearl and 
Investment Strategist Kevin Hebner 
discuss the macro factors impacting 
capital markets including President 
Trump’s economic policies, especially 
regarding tax reform, deregulation and 
trade. They also discuss the challenges 
facing Europe, particularly given its busy 
political calendar, as well as the potential 
implications of rising interest rates for 
equity multiples. 
Wednesday, April 19, 2017 
 
Replay and presentation available on 
www.eipny.com 
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ASSETS UNDER MANAGEMENT $47.1B

Global & Non-U.S. Equity  
Shareholder Yield  
$19.7B

Global Choice
$4.6B

Global Equity
$3.2B

Non-U.S. Large Cap
$2.2B

U.S. Large Cap
$5.9B

U.S. Small/SMID
$2.6B

U.S. All Cap/Choice
$3.8B

$30.3B

Global & Non-U.S.  
Small Cap
$0.6B

As of March 31, 2017

U.S. Equity 
Shareholder Yield
$4.5B

GLOBAL STRATEGIES U.S. STRATEGIES

$16.8B

RECENT INSIGHTS (available on www.eipny.com)

Trump and Trade: What are the Risks?
February 2017

In this “Insights” piece we look at President Trump’s trade team and how 
the team is likely to implement the protectionist trade views he has held 
for years. With China being the number one target of potential trade 
policy, we explore the views on China held by the various members of 
the trade team. The piece also identifies other countries that might likely 
be affected by U.S. trade policies, the likelihood of a trade war and the 
impact a trade war could have on the U.S. economy. Finally, we discuss 
the potential implications on equity markets. Read More

For our latest Insights, follow Epoch on Social Media

www.linkedin.com/company/epochinvest                                      @epochinvest

THE EPOCH COLLECTIVE INVESTMENT TRUSTS

In an effort to deliver our strategies to investors in the vehicles that best suit their needs, Epoch has launched a group of collective 
investment trusts (CIT). We are currently offering CITs for the following strategies. 

U.S. All Cap
U.S. Large/ 

All Cap

U.S. Small/ 

SMID Cap

Global Equity 

Shareholder Yield
Non-U.S. Equity

Benchmark Russell 3000 Value Russell 3000 Value Russell 2500 Value MSCI World (Net) MSCI EAFE

Number of Holdings 50-60 50-60 60 - 90 90 - 120 60-80

Expected Turnover 30% 30% 45% 30% 60% - 80%

About SEI
SEI Trust Company serves as the Trustee of the collective investment trusts. The company is a leading provider of collective investment 
trusts to the U.S. retirement market. It has been providing trustee services for collective investment trusts since 1989 and offers a wide 
array of collective investment trusts by partnering with leading investment managers. www.seic.com/stc

www.eipny.com
http://www.eipny.com/assets/pdfs/Trump_and_Trade_FINAL.pdf
http://www.linkedin.com/company/epochinvest
http://www.twitter.com/epochinvest
http://www.seic.com/stc


Spotlight (cont’d)

QUESTION. Why is it important for risk management to be part of 
the investment team?

ANSWER. When you combine securities into a portfolio, the 
specific risks embedded in each of the securities start to dissipate 
and are replaced with aggregate risk. Some aggregate risks 
are intended and others are unintended. The goal of portfolio 
construction is to minimize the unintended risks while capturing 
the returns embedded in the individual security selections. 
Combining the analysts’ expectations for individual securities 
with risk data and modeling tools, we seek to determine the 
appropriate weights for each specific holding to mitigate the 
aggregate risk.

Integrating risk management into the investment team is crucial 
because we want the team to always be thinking about risk 
management. It also brings a risk manager closer to the portfolios, 
allowing him or her to better understand the analyst’s judgments 
and the PM’s views on the direction of the portfolio. This enables 
risk managers to better understand the portfolio’s objectives 
and how trading or repositioning might impact those objectives. 
Put simply, this structure facilitates constant communication that 
enables the team to pull in the same direction.

QUESTION. How can risk and portfolio management  
work together?

ANSWER. At Epoch, it happens both formally and informally. 
Formally, the risk management team reports on the portfolios 
on a weekly basis, including an analysis of the largest risks 
and what, if any, the team finds concerning. Bi-weekly, the 
team reviews a particular strategy in more detail with the 
investment team in a peer review format that includes the PMs 
of each strategy. This review includes a look at what has driven 
performance over the past 12 months and a comparison of 
those drivers to our expectations of what should have driven 
performance. In other words, we want to see if the strategy 
was rewarded for its exposures. The review then looks at 
the positioning of the portfolio for the next 12 to 18 months 
to ensure that it is consistent with the firm’s philosophy, the 
strategies objectives and the PM’s views. 

Less formally, the team constantly reviews portfolios for 
changes in exposure to various risk factors, which can result 
from investment decisions, market actions or macro events. 
These changes can lead a portfolio to take on unintended 
risks. For example, interest rate sensitivity can change due 
to the addition of shares of a company, the appreciation of a 
holding or the expectations for the interest rate environment. 
When such a situation arises, the risk manager will sit with the 
investment team to discuss whether the change was intended, 
if the team is comfortable with the change, and what can be 
done to mitigate any unintended exposures. 

It is important to note that we are not the risk police. The 
intention is not to tell the investment team that it must 
decrease its position in Company X or purchase Company 
Y. Rather, it gives the team a partner who can evaluate the 
portfolio from a risk management standpoint. Ultimately, if 
the PM is comfortable with the positioning and risk exposures 
of their portfolio, they do not have to make any changes at all. 
For example, one of our portfolios had a sizable exposure to 
health care when the volatility of the sector increased around 

the time the Affordable Care Act was being discussed. The 
change was reviewed with the PM, who ultimately decided 
that our holdings were well positioned to benefit from 
industry changes and the increased volatility was acceptable.

QUESTION. What specifically do you look at when analyzing risk? 

ANSWER. We use risk models to try and separate the various risk 
factors to which a portfolio can be exposed, such as style, size and 
volatility among others. We generally don’t have specific ranges 
that portfolios must stay within, but we do have levels we think are 
consistent with each portfolio’s objectives. 

We have hard limits on position size. In our concentrated strategies, 
where the investment team has identified companies that should 
deliver attractive returns and wants to capture the upside in a 
significant way, the maximum position sizes are larger. In strategies 
that have a particular goal we want to minimize the impact any one 
stock can have, so maximum position sizes will be lower.

The strategies can also differ in their view of systematic and 
specific risk. In the concentrated strategies we want to mitigate the 
systematic risk (e.g., from sector allocation) and have the majority 
of the risk be stock specific. In the goal-based strategies, on the 
other hand, we want to minimize the stock specific risk.

In addition, the risk management team measures, tracks and 
reports on the risks coming from cash levels, predicted beta, 
predicted r-squared and tracking error including the top and 
bottom contributors to tracking error.

QUESTION. How do you use technology in the risk 
management process?

ANSWER. In addition to using widely recognized third-party risk 
models, the key technology we use is our Core Model, which was 
built to systematically capture the elements of our fundamental 
philosophy, mainly the generation and allocation free cash. We set 
out to build a system that would help analysts identify securities 
to research further, delivering the insights they needed in a format 
that they found useful. From a risk management standpoint, an 
example of how the model can be useful is when a PM wants to 
reposition, say to reduce interest rate sensitivity, and instructs an 
analyst to replace a particular security. The Core Model can create 
a pool of securities from which the analyst can select. The risk 
manager can then perform a pro forma analysis of the portfolio 
based on the trades proposed by the PM and analysts.

Mike is Epoch’s Chief Risk Officer. He is responsible for integrating risk 
management into the investment process. Prior to joining Epoch in 2005, 
he was a director and portfolio manager in the Quantitative Strategies 
Group at Columbia Management Group, Inc. Before that, he was at Credit 
Suisse Asset Management Group (“CSAM”), where he was a portfolio 
manager in the Structured Equity group. Before joining CSAM, he was a 
portfolio manager and quantitative research analyst at Chancellor/LGT 
Asset Management. Mike is an author (with co-authors Bill Priest and 
Stephen Bleiberg) of Winning at Active Management: The Essential Roles of 
Culture, Philosophy and Technology. Mike holds a BA degree in Computer 
and Information Science from Colgate University. He is a member of the 
New York Society of Security Analysts, the Society of Quantitative Analysts 
and holds the Chartered Financial Analyst designation.
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Quarterly Investment Update: Trumponomics — Will fundamentals 
rise to investors’ expectations? (cont’d)
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SPRINGTIME IN EUROPE?
The risks associated with Europe are well known (see our 
Insight, “Vox Populi: In 2017 the Eurozone Will Bend, But 
Not Break”) and its equity markets consequently trade at a 
discount. However, if political disaster is averted, as we believe 
to be more likely than not, then an interesting investment case 
is developing.

Regarding France, the risk of a dislocative event resulting from 
the April 23 and May 7 elections is actually quite low. For 
example, Marine Le Pen has only a 25% chance of becoming 
president and, even if she was successful, would have a very 
difficult time moving the National Front’s policy agenda forward 
given its meager status in parliament (it currently holds only 2 
out of 577 seats in the National Assembly and 2 out of 348 in 
the Senate). All that said, we are more worried about Italy than 
France, but an Italian election there isn’t likely until 2018.

Turning to the more constructive fundamentals, the economic 
data for the eurozone has been improving, as reflected in 
its earnings revision ratio hitting a five-year high (Figure 2). 
Given widespread skepticism regarding the ability of European 
policy makers to put in place the preconditions for economic 
stability and growth, share prices have understandably lagged. 
The good news is that this resulted in attractive valuations 
(Figure 3), which should generate some interesting investment 
opportunities if election disasters are averted, economic 
improvement continues, and feeds through to corporate 
margins and earnings. These are three big “ifs,” but our 
confidence level has been building in recent months.

figure 2: the earnings revision ratio for europe is at 
its highest level since 2011

Source: BAML

Regarding President Trump’s pro-growth policy promises, deficit-
augmenting tax relief now appears more likely than comprehensive 
tax reform, and a major infrastructure push does not appear in the 
cards for 2017. Additionally, effective deregulation requires a deep 
bench of talent, which, unfortunately, the administration won’t have 
in place for at least a couple quarters given the sloth-like pace of the 
confirmation process.

LATE-CYCLE IN THE U.S.?

On earnings and valuations, FactSet estimates that first-
quarter EPS for the S&P 500 will be up 8.9% year over year, 
representing the best growth print since the fourth quarter 
of  2013. However, energy is the biggest contributor to these 
numbers, as WTI rebounded from its January 2016 cyclical low. 
If the sector were excluded, the EPS growth rate would decline 
to a rather mundane 5.1%, which only exceeds nominal GDP 
growth due to the flattering impact of buybacks. Further, the 
forward PE ratio, at 17.5 is well above the 10-year mean of 14.0 
and is at its highest level in 15 years.

Given this backdrop, compelling improvement in the outlook 
for margins and earnings is likely required to drive the equity 
market significantly higher. Unfortunately, this will probably 
prove quite difficult to deliver over the next year or two for 
the reasons depicted in Figure 1. The top-left slice shows that 
declining interest rates have been a key factor behind margin 
expansion. However, the Federal Reserve has just begun its 
hiking cycle. It is likely to tighten twice during the next year and 
to not stop until policy rates have increased more than three-
fold from today’s level. Regarding the top-right section of Figure 
1, President Trump is aggressively discouraging offshoring, so 
that avenue is ostensibly off the table as well. Finally, a decline 
in effective tax rates is probable, but may be smaller and take 
longer than many expect, and is arguably already priced in.

figure 1: s&p 500 manufacturers margin expansion 
(2000-2015) can be attributed to four key factors

Source: Source: Empirical Research Partners
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figure 4: the dramatic decline recently in the s&p 500 
correlation

Source: Epoch Investment Partners

A HIGH BAR IN THE U.S., BUT MAYBE NOT SO 
MUCH IN EUROPE 

To summarize, we are concerned that economic reality and 
market fundamentals in the U.S. need to rise considerably to 
match investors’ rather stretched expectations. On the contrary, 
investor expectations for Europe may have to rise up to match 
economic reality. In particular, it is possible that investors 
have required too high a risk premium to reflect the political 
uncertainty associated with this year’s elections. Further, there 
is a strong case for global champions based in Europe, especially 
those that generate free cash flow and possess superior 
managements with competent capital allocation policies.

figure 3: europe equities appear cheap, particularly 
relative to the u.s.

Source: Source: Bloomberg, Epoch Investment Partners

THE RECENT DECLINE IN CORRELATIONS AUGURS 
WELL FOR ACTIVE MANAGERS 
Further, the correlation within and across equity markets 
remained at historically high levels for years following the 
failure of Lehman and the consequent Global Financial Crisis. 
This reflected the key role of monetary policy, particularly 
QE, in driving stock returns. With a single dominant driver, it 
should have come as no surprise that equity correlations were 
elevated for such a long period.

QE was first implemented by the Fed in November 2008, with 
purchases finally being halted in October 2014. During the QE 
era there was one principal factor driving markets and, hence, it 
corresponds to the time period during which correlations were 
elevated (Figure 4). Fortunately, over the last year or so, markets 
have normalized in the sense that stocks and sectors have 
become much less correlated with one another, as idiosyncratic 
factors (those that are sector and company specific) drive share 
prices rather than the previous single macro factor (QE). This is 
creating a much better environment for bottom-up investment 
managers like Epoch, as our analysts and PMs are best able to 
gain the alpha insights required to generate outperformance 
through their sector and company analysis.
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return 6.2 6.2 16.9 8.8 11.8 7.8 8.3 13.8 0.5 - - - -

Epoch Net Return 6.1 6.1 16.6 8.4 11.4 7.4 7.7 - - - - - -

Russell 1000 6.0 6.0 17.4 10.0 13.3 7.6 6.8 14.6 0.4 0.3 2.1 0.9 0.9 

Russell 1000 Value 3.3 3.3 19.2 8.7 13.1 5.9 7.0 14.9 0.4 0.2 2.1 0.9 0.9 

S&P 500 6.1 6.1 17.2 10.4 13.3 7.5 6.5 14.4 0.4 0.4 2.3 0.9 0.9 

U.S. ALL CAP VALUE 
Inception date: 7/31/1994

Epoch Gross Return 7.4 7.4 19.4 9.7 12.7 8.1 11.9 13.4 0.7 - - - -

Epoch Net Return 7.3 7.3 18.8 9.1 12.2 7.6 11.1 - - - - - -

Russell 3000 5.7 5.7 18.1 9.8 13.2 7.5 9.7 15.0 0.5 0.3 3.9 0.8 0.8 

Russell 3000 Value 3.0 3.0 20.0 8.6 13.1 5.9 9.9 14.6 0.5 0.3 3.6 0.8 0.8 

U.S. SMALL CAP VALUE
Inception date: 12/31/2002

Epoch Gross Return 3.8 3.8 22.4 7.4 11.9 8.2 11.0 16.5 0.6 - - - -

Epoch Net Return 3.7 3.7 22.0 6.9 11.5 7.8 10.3 - - - - - -

Russell 2000 2.5 2.5 26.2 7.2 12.4 7.1 10.9 18.6 0.5 0.0 1.6 0.8 0.9 

Russell 2000 Value (0.1) (0.1) 29.4 7.6 12.5 6.1 10.7 18.4 0.5 0.1 1.9 0.8 0.9 

U.S. SMID CAP VALUE
Inception date: 8/31/2006

Epoch Gross Return 5.0 5.0 21.5 8.0 12.7 8.4 9.2 17.6 0.5 - - - -

Epoch Net Return 4.9 4.9 21.0 7.6 12.2 8.0 8.7 - - - - - -

Russell 2500 3.8 3.8 21.5 7.4 12.6 7.7 8.6 18.5 0.4 0.2 1.0 0.9 1.0 

Russell 2500 Value 1.6 1.6 23.1 7.6 12.9 6.8 7.7 18.4 0.4 0.3 2.0 0.9 0.9 

U.S. CHOICE
Inception date: 4/30/2005

Epoch Gross Return 7.3 7.3 16.1 8.6 11.7 8.0 9.4 15.3 0.5 - - - -

Epoch Net Return 7.2 7.2 15.7 8.1 11.3 7.6 8.9 - - - - - -

Russell 3000 5.7 5.7 18.1 9.8 13.2 7.5 8.7 14.7 0.5 0.2 0.8 1.0 0.9 

U.S. EQUITY  
SHAREHOLDER YIELD
Inception date: 6/30/2012

Epoch Gross Return 5.5 5.5 13.4 10.7 14.5 8.8 1.6 - - - -

Epoch Net Return 5.5 5.5 13.1 10.4 14.1 - - - - - -

Russell 1000 Value 3.3 3.3 19.2 8.7 14.4 10.0 1.4 0.0 3.7 0.7 0.7 

U.S. STRATEGIES
IN USD

Annualized Returns Risk Statistics — Since Inception

QTR YTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  

Incept.
Std 
Dev.

Sharpe 
Ratio

Inform. 
Ratio Alpha Beta R2

Strategy Performance as of March 31, 2017
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return 6.0 6.0 8.0 4.6 9.3 6.1 8.1 12.6 0.6 - - - -

Epoch Net Return 5.9 5.9 7.6 4.2 8.9 5.7 7.6 - - - - - -

MSCI World (Net) 6.4 6.4 14.8 5.5 9.4 4.2 5.7 15.7 0.3 0.4 3.5 0.8 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return 8.6 8.6 10.3 4.2 8.8 6.0 8.7 14.5 0.5 - - - -

Epoch Net Return 8.4 8.4 9.7 3.7 8.2 5.3 8.0 - - - - - -

MSCI World (Net) 6.4 6.4 14.8 5.5 9.4 4.2 5.8 15.6 0.3 0.5 3.5 0.9 0.9 

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return 7.4 7.4 11.6 1.7 7.1 5.2 9.6 12.5 0.7 - - - -

Epoch Net Return 7.0 7.0 10.2 0.4 5.7 3.9 8.1 - - - - - -

MSCI World (Net) 6.4 6.4 14.8 5.5 9.4 4.2 6.2 15.1 0.3 0.4 5.0 0.7 0.7 

Barclays Capital U.S. 
Aggregate

0.8 0.8 0.4 2.7 2.3 4.3 4.6 3.4 1.0 0.4 11.2 (0.2) 0.0 

NON-U.S. EQUITY
Inception date: 8/31/2008

Epoch Gross Return 7.6 7.6 7.5 0.3 6.2 3.8 18.0 0.2 - - - -

Epoch Net Return 7.4 7.4 7.1 (0.1) 5.8 3.5 - - - - - -

MSCI EAFE (Net) 7.2 7.2 11.7 0.5 5.8 2.7 19.1 0.1 0.4 1.2 0.9 1.0 

INTERNATIONAL  
SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return 6.7 6.7 7.6 (0.3) 7.3 3.2 8.1 18.9 0.4 - - - -

Epoch Net Return 6.5 6.5 6.8 (1.0) 6.6 2.5 7.2 - - - - - -

MSCI World ex USA 
Small Cap (Net)

7.6 7.6 11.6 2.7 7.8 2.7 6.1 18.9 0.3 0.5 2.0 1.0 1.0 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return 5.0 5.0 15.2 4.0 9.6 6.6 11.5 15.3 0.7 - - - -

Epoch Net Return 4.9 4.9 15.0 3.8 9.4 6.2 11.0 - - - - - -

MSCI World Small Cap 
(Net)

5.2 5.2 17.8 5.4 10.6 5.6 11.7 17.4 0.6 (0.0) 1.4 0.8 0.9 

GLOBAL EQUITY 
CAPITAL  
REINVESTMENT
Inception date: 6/30/2013

Epoch Gross Return 8.0 8.0 11.9 6.8 9.8 10.7 0.9 - - - -

Epoch Net Return 7.9 7.9 11.4 6.1 9.1 - - - - - -

MSCI World (Net) 6.4 6.4 14.8 5.5 9.2 10.7 0.9 0.2 1.1 1.0 0.9 

GLOBAL & INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Risk Statistics — Since Inception

QTD YTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  

Incept.
Std 
Dev.

Sharpe 
Ratio

Inform. 
Ratio Alpha Beta R2
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DISCLOSURES
1. Presentation of the Firm — Epoch Investment Partners, Inc. is a wholly owned subsidiary of the Toronto Dominion Bank. Epoch Investment Partners, Inc. (“Epoch”) became a registered investment adviser under 
the Investment Advisers Act of 1940 in June 2004. Performance from April 2001 through May 2004 is for Epoch’s investment team and accounts while at a prior firm. Performance from July 1994 through March 
2001 is for Bill Priest and the accounts while at a different prior firm. For both time periods, Bill or the investment team were the only individuals responsible for selecting the securities to buy and sell. Epoch has the 
books and records supporting the performance of this track record and will provide these records upon request. Epoch claims compliance with the Global Investment Performance Standards (GIPS®).

2. Composite Structure — Epoch’s composites include all tax-exempt and taxable portfolios above $500,000 in size and are generally managed relative to an applicable market index. Results are based on fully 
discretionary accounts under management, including those accounts no longer with the firm. Where indicated, the changes to benchmarks or composites, noted below, were made to present a more representative 
and insightful comparison to the investment strategies. Also noted below, are the composite descriptions for each strategy offered at Epoch Investment Partners, Inc. 

COMPOSITE
CREATION 
DATE

CURRENT 
BENCHMARK COMPOSITE DESCRIPTION

U.S. Value June 2004 Russell 1000; 
Russell 1000 
Value; S&P 
500

U.S. Value is a value-oriented equity portfolio managed by Epoch for long-term appreciation through investment in large-capitalization U.S. companies. Epoch employs a research process focused on free-cash-flow 
generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 40-60 securities which provides concentration 
with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 1000 at time of purchase. The companies are selected based on their ability to generate free 
cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. All Cap 
Value

June 2004 Russell 3000; 
Russell 3000 
Value

U.S. All Cap Value is a value-oriented equity portfolio managed by Epoch for long-term appreciation through investment in large-, medium- and small-capitalization U.S. companies. Epoch employs a research 
process focused on free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 50-60 se-
curities which provides concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 3000 at time of purchase. The companies are selected 
based on their ability to generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs. Effective 7/1/06, the 
U.S. All Cap Value Composite has been redefined to reflect only those discretionary accounts managed by the All Cap Value Team and following the respective All Cap Value model. As a result, all accounts which 
are not managed by the All Cap Value Team and have specified client risk preferences have been removed.

U.S. Small Cap 
Value

June 2004 Russell 2000; 
Russell 2000 
Value

U.S. Small Cap Value is a value-oriented equity portfolio managed by Epoch for long-term appreciation through investment in small-capitalization U.S. companies. Epoch employs a research process focused on 
free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 60-90 securities which provides 
concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 2000 at time of purchase. The companies are selected based on their ability to 
generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. SMID Cap 
Value

September 
2006

Russell 2500; 
Russell 2500 
Value

U.S. SMID Cap Value is a value equity portfolio managed by Epoch for long-term appreciation through investment in small and mid-capitalization U.S. companies. Epoch employs a research process focused on 
free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 60-90 securities which provides 
concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 2500 at time of purchase. The companies are selected based on their ability to 
generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. Choice May 2005 Russell 3000 U.S. Choice is a value equity portfolio managed by Epoch for long-term appreciation through investment in businesses that reflect the high conviction ideas of all of Epoch’s U.S. strategies. Epoch employs a 
research process focused on free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 
20-35 securities which provides concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 3000 at time of purchase. The companies are 
selected based on their ability to generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. Equity 
Shareholder 
Yield

July 2012 Russell 1000 
Value

U.S. Equity Shareholder Yield Composite contains fully discretionary diversified portfolios of U.S. equity securities managed by Epoch for above average income and long-term capital appreciation. Epoch employs a 
research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as P/E or P/B. The portfolio consists of approximately 75-120 securities which are selected on the ex-
pectation they will generate excess free cash flow and whose management will allocate it prudently among dividends, share repurchases, debt pay downs, internal reinvestment opportunities and/or acquisitions.

Non-U.S. 
Equity

August 
2008

MSCI EAFE 
Index (Net) 

Non-U.S. Equity pursues long-term capital appreciation by investing in a portfolio of approximately 60-80 stocks primarily from developed markets outside the U.S. As fundamental investors with a long-term 
orientation, Epoch selects companies based on their ability to generate free cash flow and allocate it effectively for the benefit of shareholders. 

Global Equity 
Capital 
Reinvestment

June 2013 MSCI World 
Index (Net)

Global Equity Capital Reinvestment seeks to invest in a diversified portfolio of companies worldwide with strong free cash flow and which provide long term capital appreciation. This strategy will seek to invest in 
companies that generate growing free cash flow and possess management with consistent and successful capital allocation policies with a focus on generating returns for shareholders. Security selection focuses 
on companies that generate a surplus above its cost of capital and possess high and expanding operating margins.

COMPOSITE
CREATION 
DATE

CURRENT 
BENCHMARK PREVIOUS BENCHMARK HISTORY COMPOSITE DESCRIPTION

Global Equity  
Shareholder 
Yield

January 
2006

MSCI World 
(Net) 

Effective 7/1/2009, performance information for these  
composites is shown comparative to the MSCI World (Net) indices, 
respectively, on a current and retrospective basis. The benchmark previous 
to 7/1/2009 was the S&P Developed BMI Index.

Global Equity Shareholder Yield is a diversified portfolio of global equity securities managed by Epoch for above average income and 
long-term capital appreciation. Epoch employs a research process focused on free-cash-flow generation as opposed to traditional 
accounting based metrics such as P/E or P/B. The portfolio consists of approximately 90-120 securities which are selected on the 
expectation they will generate excess free cash flow and whose management will allocate it prudently among dividends, share repur-
chases, debt pay downs, internal reinvestment opportunities and/or acquisitions.

Global Choice October 
2005

MSCI World 
(Net)

Effective 1/2009, the benchmark was changed for the Global Absolute 
Return and Global Choice composites from the MSCI World (Gross) Index to 
the MSCI World (Net) Index because it is more representative of the firm’s 
accounting methodology with regards to foreign withholding tax treatment.

Global Choice is a concentrated portfolio of global equity securities managed by Epoch for longer term capital appreciation. Epoch 
employs a research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as P/E 
or P/B. The portfolio consists of approximately 25-35 securities which are selected on the expectation they will generate excess free 
cash flow and whose management will allocate it prudently among internal reinvestment opportunities, acquisitions, dividends, 
share repurchases and/or debt pay downs. 

Global  
Absolute 
Return

June 2004 Barclays 
Capital U.S. 
Aggregrate 
and MSCI 
World (Net) 

Effective 5/2015, the S&P 500 Index has been removed as a benchmark as 
it is no longer being used for comparative purposes. Effective 1/2009, the 
benchmark was changed for the Global Absolute Return and Global Choice 
composites from the MSCI World (Gross) Index to the MSCI World (Net) 
Index because it is more representative of the firm’s accounting methodol-
ogy with regards to foreign withholding tax treatment.

Global Absolute Return is a concentrated portfolio of global equity securities managed by Epoch for longer term capital apprecia-
tion. Cash is actively used to limit loss exposure. Epoch employs a research process focused on free-cash-flow generation as opposed 
to traditional accounting based metrics such as P/E or P/B. The portfolio consists of approximately 25-35 securities which are se-
lected on the expectation they will generate excess free cash flow and whose management will allocate it prudently among internal 
reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs. 

International 
Small Cap

February 
2005

MSCI World 
ex-USA Small 
Cap (Net)

Effective 7/1/2009, performance information for these composites is shown 
comparative to the MSCI World ex-USA Small Cap (Net) respectively, on a 
current and retrospective basis. The benchmark previous to 7/1/2009 was 
the S&P EPAC Small Cap Index.

International Small Cap is a diversified portfolio of non-U.S. small cap stocks managed by Epoch for long term capital appreciation. 
Epoch employs a research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as 
P/E or P/B. The portfolio consists of approximately 125-175 securities which are selected on the expectation they will generate excess 
free cash flow and whose management will allocate it prudently among internal reinvestment opportunities, acquisitions, dividends, 
share repurchases and/or debt pay downs. 

Global Small 
Cap

June 2004 MSCI World 
Small Cap 
(Net)

Effective 7/1/2009, performance information for these  
composites is shown comparative to the MSCI World Small Cap (Net) 
respectively, on a current and retrospective basis. The benchmark previous 
to 7/1/2009 was the S&P Developed Small Cap Index.

Global Small Cap is a diversified portfolio of global small cap stocks managed by Epoch for long term capital appreciation. Epoch 
employs a research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as P/E or 
P/B. The portfolio consists of approximately 150-200 securities which are selected on the expectation they will generate excess free 
cash flow and whose management will allocate it prudently among internal reinvestment opportunities, acquisitions, dividends, 
share repurchases and/or debt pay downs. 

3. Risk Statistics Source — The composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the composite the entire period. Sharpe ratio is a measure of absolute risk adjusted 
return developed by Professor William Sharpe. It divides the excess return of an account above cash returns by the Standard Deviation of the excess return to determine the reward per unit of risk. Information Ratio 
is a measure of relative risk-adjusted return. It is determined by dividing excess return by Tracking Error. Alpha is a measurement of the expected residual return adjusted for the account Beta. Beta is a quantitative 
measure of the volatility of the account relative to the account benchmark. R-squared is a measure of how closely an account’s performance correlates with the performance of the account benchmark, ranging from 
0, indicating no correlation, to 1, indicating perfect correlation. Composite-level risk statistics are calculated using monthly rates-of-return. Statistics calculated using a sample of less than 36 months can be considered 
a less reliable estimate of the characteristic’s true value.

4. Benchmark Source — Russell Investments; MSCI Inc.; Standard & Poor’s; and Barclays Capital are the source and owners of the index data contained herein (and all trademarks related thereto), which may not be 
redistributed.  Reference to an index does not imply that the portfolio will achieve returns, volatility or other results similar to the index.  The composition of the indices are provided for your information only and may 
not reflect the manner in which a portfolio is constructed in relation to expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility or tracking error targets, all of which 
are subject to change over time.  Indices are unmanaged.  The figures for each index reflects the reinvestment of dividends but do not reflect the deduction of any fees or expenses which would reduce returns except 
for the MSCI (Net) indices where net total return indices reinvest dividends after the deduction of withholding taxes, using (for international indices) a tax rate applicable to non-resident institutional investors who do 
not benefit from double taxation treaties.  Investors cannot invest directly in indices.

5. Total Return Methodology — Valuations are computed and performance is reported in U.S. dollars.  Composite returns are presented gross and net of management fees and include the reinvestment of all income. 
Gross-of-fees returns are presented before management fees but after all trading expenses. Net performance reflects the gross-of-fees return reduced by the investment management fee and performance-based fee 
(where applicable) incurred.  Effective 1/2008, net performance is calculated by deducting the actual investment management fee incurred by each portfolio in the composite.  Prior to 1/2008, net-of-fee returns reflect 
the deduction of the highest annual management fee, calculated on a monthly basis.   Returns include the effect of foreign currency exchange rates. Composite and benchmark (international indices) returns are pre-
sented net of non-reclaimable withholding taxes. Periods over one year are annualized. Internal dispersion is calculated using an asset-weighted standard deviation of annual gross returns of those accounts that were 
included in the composite for the entire year.  Internal dispersion figures that are not meaningful due to the limited number of accounts in the composite are annotated by N/A. The three-year annualized standard 
deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. Policies for valuing portfolios, calculating performance, and preparing compliant presentations are 
available upon request. Past performance is not indicative of future results. An account could incur losses as well as gains.

6. Significant Cash Flow Policy — Effective January 1, 2008, Epoch does not apply a significant cash flow policy as all accounts are valued daily. From January 1, 2006 to December 31, 2007, Epoch defined a signifi-
cant cash flow as one in excess of 25% of the portfolio market value. Prior to January 1, 2006 Epoch’s policy required the temporary removal of any portfolio incurring a client initiated significant cash flow of 10% or 
greater of portfolio market value. Additional information regarding the Epoch’s historical treatment of significant cash flows is available upon request.

7. To receive a complete list and description of Epoch’s composites, GIPS® firm-wide verification or composite examination reports by Ashland Partners & Company LLP from June 21, 2004 through March 31, 2017 and/
or other presentations that adhere to the GIPS® standards, contact us at 212-303-7200, write to Epoch Investment Partners Inc., 399 Park Avenue, New York, NY 10022, or send an email to info@eipny.com

www.eipny.com

