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Spotlight: China’s Impact on International Small Caps
A conversation with Eric Citerne, CFA, CPA 
Managing Director, Portfolio Manager and Senior Research Analyst

QUESTION. China has dominated the financial news of late. How might the 
situation in China, specifically impact international small cap companies?

ANSWER. The Chinese leadership would be well advised to develop a more 
transparent policy decision-making process as it relates to the management 
of the country’s economy. As the second largest economy in the world, any 
growth challenges in China have the capacity to affect global growth and can 

surely have acute economic consequences for its trading partners in the region. European 
and North American nations are likely to feel the impact of a rapidly decelerating Chinese 
economy more through a reduction in local activity for global giants operating in China than 

Epoch Investment Partners, Inc.

Quarterly Investment Update: How Big a Sign Do 
You Need?

By William W. Priest, CFA — CEO, Co-CIO and Portfolio Manager 

On an October Sunday many years ago, when my family lived in the leafy 
New York suburb of Union County, New Jersey, I was driving to a civic event, 
and likely to arrive a bit late. I started to make the left turn into the parking 
lot, but to see just how late I might be, I glanced to my right to see if people 
were still waiting outside the building. Thus distracted, I banged into a large 
bucket filled with concrete, holding a sign that prominently read: “NO LEFT 

TURN ON SUNDAYS.” A traffic cop, a very good-natured one, slowly walked my way and asked, 
“How big a sign do you need, fella?”

in the news
•  Portfolio Manager Eric Sappenfield was 

interviewed by Barron’s about the Global 
Equity Shareholder Yield strategy. 
Sep 29, 2015

•  CEO and Co-CIO Bill Priest spoke about the 
merits of share Buybacks in Barron’s Stock 
Buybacks: Too Much of a Good Thing. 
Sep 26, 2015

•  Bill Priest was on Bloomberg Surveillance, 
discussing our core philosophy and the 
current economic environment. 
Sep 9, 2015

•  Co-CIO David Pearl appeared on Bloomberg 
Surveillance to discuss market volatility and 
China’s effects on the global economy.  
Aug 26, 2015 

•  David Pearl was interviewed by Forbes 
Online on how Epoch takes advantage of 
inefficiencies within the market.  
Aug 10, 2015
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Firm Update

•  Co-CIOs Bill Priest and David Pearl will 
discuss their outlook for the capital 
markets in our quarterly webcast. 
 Thursday, October 22, 2015. 11:00am (ET)

  Register Here or visit Epoch Insights on 
www.eipny.com 

  Replay and transcript will be available 
shortly after the live event.

•  Bill Priest will discuss the cash flow 
based investment philosophy at 
Barron’s Art of Successful Investing 
Conference in New York City. 
Monday, October 19, 2015

•  Bill Priest will be a speaker at 
the Charles Schwab Impact 2015 
Conference in Boston, covering the 
macro environment, capital markets 
and the end of quantitative easing. 
Tuesday, November 10, 2015

UPCOMING EVENTS
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ASSETS UNDER MANAGEMENT $41.5B

Global & Non-U.S. Equity  
Shareholder Yield  
$18.5B

Global Choice
$4.6B

Global Equity
$2.5B

Global & Non-U.S.  
Small Cap
$1.1B

U.S. Large Cap
$5.5B

U.S. Small/SMID
$2.2B

U.S. All Cap/Choice
$4.1B

$28.3B

Non-U.S. Large Cap
$1.6B

As of September 30, 2015

U.S. Equity 
Shareholder Yield
$1.4B

GLOBAL STRATEGIES U.S. STRATEGIES

$13.2B

RECENT INSIGHTS

WEBCAST 
Shareholder Yield: Past, Present and Future   October 6, 2015

In this webcast, Bill Priest, Eric Sappenfield and Mike Welhoelter 
discussed the strategy’s fundamental underpinnings, how it differs from 
its peers, the benefits of integrated risk management and recent results. 
They also covered what will make the strategy even more appealing for 
the decade to come. (Listen to the Replay)

WHITE PAPER
Contagion: A Perspective    August 28, 2015

The Global Financial Crisis of 2008/9 was manufactured in America 
and exported around the world via the contagion of highly levered and 
interconnected financial entities. In this white paper we discussed that 
this time the epicenter of global concern is China and the expectation is 
that it will be an economic contagion instead of a financial one. (Read Here)

WEBCAST
A Perspective on Contagion    August 28, 2015

In this webcast, Bill Priest, David Pearl and Eric Sappenfield provided 
their perspective on the market volatility we saw in August and the 
potential contagion effects from events in China. (Listen to the Replay)

WHITE PAPER
Shareholder Yield: The Case for the Next Decade         July 13, 2015

The Shareholder Yield strategy is approaching its tenth anniversary and 
has established a strong track record since inception. But with widespread 
expectations that the next ten years will be different, it is fair to ask: 
was this strategy simply right for the time? Or is it, as we believe, a core 
strategy, relevant for all times? In this white paper, we lay out the case for 
the relevance of the strategy in the coming decade. (Read Here)

https://eipny.webex.com/eipny/onstage/g.php%3FMTID%3Def06d9458c54f8de8f984792a27b14719
http://conferences.barrons.com/Art_of_Successful_Investing/
http://conferences.barrons.com/Art_of_Successful_Investing/
http://impact.schwab.com/
http://impact.schwab.com/
https://eipny.webex.com/eipny/lsr.php%3FRCID%3Da59fbf5b0f826ee14cf9afe030c42f42
http://www.eipny.com/epoch_insights/papers/contagion_a_perspective
https://eipny.webex.com/eipny/lsr.php%3FRCID%3D3b196fc04d62811d4113270e5de2cfd2
http://www.eipny.com/epoch_insights/papers/shareholder_yield_the_case_for_the_next_decade


Spotlight (cont’d)

through direct trade. So, barring a large-
scale financial crisis in China, smaller, more 
domestically geared companies in Europe 
should not suffer a direct front-line impact 
from the slowing Chinese economy. That 
does not, however, mean that they are 
immune, as the supply chains of the global 
giants can ultimately reach deep into local 
economies around the globe.

Thus far, we do not see any significant effect 
from a slowing China on the prospects of 
smaller European companies with little direct 
exposure to China. We are also comforted 
by the fact that the European recovery is 
now driven by local factors as opposed 
to exports. As it relates to China driven 
volatility, vigilance is required, but one would 
hope that the absence of policy and data 
transparency is a more serious issue for the 
stock markets outside of Asia these days than 
is the actual pace of slowdown in the country. 
The latest rounds of policy announcements 
coming from the Chinese authorities have, 
reassuringly, been geared more toward 
addressing the economic slowdown than the 
value of financial assets. Policy transmission 
mechanisms may be faster in a command 
economy, but it will take some time before 
we see their impacts which I anticipate will 
be beneficial.

QUESTION. If Europe and North America 
will be less impacted, which regions might 
feel greater effects?

ANSWER. Clearly, the situation is very 
different for other Asian countries that have 
more significant trade links with China than 
the European and North American countries 
do. Commodity producers like Australia, 
which have helped fuel an extraordinarily 
rapid fixed asset expansion in China are 
enduring the consequences of a slowing 
China and will continue to do so as the 
country continues to transition to a more 
local-consumption-driven economy. As such, 
we have avoided mineral services and mining 
companies in the International Small Cap 
strategy, and have remained underweight or 
absent from most emerging Asian countries 
in the last year. 

A rate lift off in the U.S. is likely to complicate 
policy matters for these countries as well, so 
as we look for investment opportunities in the 
region, we must show a great deal of restraint 
and patience and express a preference for 
companies in more defensive industries. 
Japan is a significant economic player in 
the region and will not remain immune to a 
slowing Chinese economy or to rapid changes 
in the price of regional currencies. We are, 
today, underweight Japan across Epoch 
strategies. Japan, however, is still undertaking 
significant reform programs of its own so, 
notwithstanding weak macro numbers, we 
cannot ignore changes in policy as they could 
still present distinct investment opportunities.

We are seeking to reduce direct Chinese 
exposure by reducing our holdings in 
automotive-related companies with broad 
exposure to Asia, as the car market in China 
could face some challenges for some time. In 
fact, it appears that growth in auto sales in 
China will be negative this year for the first 
time in 17 years. A slowdown in Chinese auto 
sales would have consequences for both the 
region as a whole and the global automotive 
market at large.

QUESTION. What impact might we see on 
quantitative easing?

ANSWER. So far China related headlines 
have had more impact in market volatility 
and commodity prices than in actual 
economic activity. Lower commodity prices 
may affect future inflation expectations 
and thus cause central banks to accelerate 
or increase policy actions. On the other 
hand, some deflationary elements may be 
transitory, so increased quantitative easing 
is not necessarily a fait accompli just yet. The 
two regions where QE is still a major story 
are Europe and Japan. As mentioned, Japan 
will likely see some negative impact from a 
Chinese slowdown and, as its economy has 
not yet fully reaped the expected benefits of 
Abenomics, the Bank of Japan may be forced 
to accelerate its QE program. Meanwhile, the 
pace or amount of QE in Europe, which has a 
better macro backdrop and less exposure to 
China, is not likely to be impacted by current 
market developments.

Eric Citerne is a portfolio manager for 
Epoch’s International Small Cap and Global 
Small Cap strategies. Eric joined Epoch 
in 2008 and became the lead portfolio 
manager on the International Small Cap 
strategy in 2012. Prior to joining Epoch, 
Eric held analyst positions at Evergreen 
Investment Management and Harbor 
Capital Management. He was also a senior 
equity analyst at the Teacher Retirement 
System of Texas and financial analyst at 
the Public Utility Commission of Texas. Eric 
holds a BBA from University of Texas in 
Austin as well as an MBA from Southern 
Methodist University in Dallas. He holds the 
Chartered Financial Analyst designation and 
is a Certified Public Accountant.

QUESTION. Longer-term, you have been 
leading the International Small Cap strategy 
for nearly three years now, how have you 
seen the landscape change in that time?

ANSWER. The post crisis era characterized 
by unconventional monetary policies, the 
rise of anti-establishment or nationalist 
political parties, soaring national debts 
and banking system deleveraging have left 
markets far more volatile in general. This has 
been particularly true for small caps, where 
even slight negatives can trigger substantial 
share price reactions. In addition, the 
increase in high frequency trading and the 
activity of ETFs have not made the task 
of managing portfolios any easier. We do, 
however, believe that despite enhanced 
volatility, long-term underlying company 
fundamentals end up driving long-term 
stock price movements. As such, factors 
like free cash flow generation, profitable 
growth, and efficient capital allocation 
remain the hallmark of value creation.
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Quarterly Investment Update: How Big a Sign do You Need? (cont’d)

Source: Strategas; Epoch Investment Partners, Inc.; September 28, 2015

figure 1: global 10-year bond yields

Quarterly Newsletter - October 2015

its management seems confident will continue through this decade. 
Hungry markets have nonetheless handed over huge sums to finance 
Tesla’s hungry operations, including an August equity offering 
for over $700 million2, after debt and equity sales in May 2013 of  
about $1 billion.3

In response to the first quarter 2015 earnings conference call of Tesla 
Motors, Adam Jonas, Morgan Stanley’s chief analyst of the industry now 
known as “Autos and Shared Mobility,” doubled down on his overweight 
opinion on the stock, and posted a price target of $280 per share 
(versus its price then of $237, and $260 on September 17th). Pay special 
attention to one line bolded at the end of the first paragraph.  

…If we were to go back in time 2 years and tell you that in 2015 Tesla 
would be burning nearly $1.5 bn of cash and have all but ruled out GAAP 
profitability before 2020, we might have forgiven you if you thought 
the stock could be well below $100/share... Elon and the team may be 
getting by on monetizing the imagination of the investment community. 
But the thing some may be underestimating is: Imagination is real. 

…Demand for Tesla’s stationary storage products has been “crazy off 
the hook” in the first 5 days following the introduction. These products 
may not have any meaningful contribution to Tesla’s revenue for at 
least 2 or 3 years — but this may not stop analysts from attributing 
many billions of dollars to the company’s long-term valuation…

…It is clear to us that there is nearly a uniform acceptance of the situation 
and a calmness and confidence around the company’s ability to address 
cash needs… 

…Cash burn of $558mm… was well above our forecast of $330mm of 
burn in the quarter… with the rest due to a substantial rise in working 
capital including rising in-process inventory. The inventory rise may need 
further explanation to investors who could equate the development with 
slowing demand for Model S…

…A successful launch/ramp [of the Model X] into 4Q can make a very 
significant difference in determining whether Tesla burns $1bn this year 
(we think a best case) or more than $1.5bn this year (a bear case). In 
any case, we believe Tesla may find a capital intervention desirable if not 
absolutely necessary…  

4

That moment comes back to me when I observe strange situations, 
with flashing red lights and other “danger ahead” signals which no 
one seems to notice. Today’s markets present two such prominent 
signs, which lead us to draw up a sign of our own, on the debate over 
the merits of passive investing.

We start with a comment from James Grant, published in the 
May 15th issue of Grant’s Interest Rate Observer. “Great bond bull  
markets don’t come around all the time,” he notes: “In fact, there 
have only been three in America over 150 years — 1865 to 1900, 
1920 to 1946, and 1981 to the present.” In words too precious to  
paraphrase, he states: “In the nature of things, bull markets end at 
extremes of valuation… marked by the metallic scraping sounds of 
conservative fiduciaries searching for suitable income-producing 
investments in the bottoms of barrels… In no previous modern 
interest-rate cycle did short-dated sovereign yields make their lows at 
less than zero or the 10-year German Bund touch its low at just five 
basis points above zero.” To which we add — in the lingo of traders 
— if this pricing is not nuts, it is certainly abnormal, and qualifies as a 
“danger ahead” sign (Figure 1).

Grant illustrates with a case study on the dangers, ex-post, of reaching 
for high yield in a market of zero interest rates: 

“On the systemic mispricing of debt”1 

How a $50 million loan to RadioShack turned into an $81 million gross 
impairment was the featured topic on the May 7th earnings call of 
Fidelity & Guaranty Life of Des Moines, Iowa (FGL on the Big Board). 
Stage one was that $50 million plain-vanilla credit, the company 
explained. Stage two involved a $63 million equity tranche in a 
collateralized loan obligation, of which a certain portion was invested in  
RadioShack debt — nothing vanilla here. Stage three concerned a $33 
million investment in a reinsurance vehicle that also came equipped with 
RadioShack exposure.

Dialers-in listened as chief financial officer, Dennis Vigneau, summed 
things up. “Following extensive evaluation analysis…,” said Vigneau, “the 
$50 million loan participation was impaired by $35 million, or 70% to a 
fair value of $15 million. Next, the $63 million CLO investment, which 
was partially exposed to RadioShack, was impaired by $25 million, or 
approximately 40%, to a fair value of $38 million. And lastly, the $33 
million preferred stock investment… was impaired by $21 million, or 
64%, to a fair value of $12 million. In total, these impairments were $81 
million gross….”

Fidelity & Guaranty Life, an off-shoot of the old U.S.F. & G., of Baltimore, 
is the firm that “helps middle-income Americans prepare for retirement,” 
or so claim its copywriters. If so, the life insurer’s investment department, 
with its RadioShack trifecta, itself needs help. Certainly, it gets none from 
the world’s central banks — or, as far as that goes, from the post-1981 
interest-rate zeitgeist.

The second danger sign comes to us from the fast lane of the  
equity markets — a broker’s research note to which financial  
history may assign the label “What were they thinking?” (Readers 
over 50 years of age will likely nod in agreement with our assessment; 
those under 30 may think we are nuts.) Tesla Motors, a maker of 
high-priced electric sports cars, shows no current profits — a trend 



return on the capital deployed exceeds the firm’s marginal cost of 
capital. This transaction extends Danaher’s outstanding record of  
value-enhancing acquisitions. 

Stories of high-yield train wrecks and buy recommendations 
founded on imagination bring us to our own warning sign,  
regarding passive investing. More than half of the return of the S&P 
500 for the three years ending in December 2014, and more than 
75% of the return to the MSCI World index, were brought about 
by an expansion in price-earnings ratios, rather than increases 
in earnings or cash flow. And what was the force pushing those  
valuations higher? Low interest rates fueled largely by quantitative 
easing, of course.

We drive our stake into the ground. We at Epoch are firm  
believers in active investment, because our clients have won over 
time, in terms of both total return and risk-adjusted return. With the 
global economy faltering once again, the markets may be about to  
enter another one of those periods where stock selection is crucial, 
and naysayers on the value of active management may see their 
passive portfolios underperform for a while, perhaps substantially. 
Understanding the principles of capital allocation, and finding the 
winning firms that know how to create shareholder value, will win. 
Knowing where the potholes lie will be even more valuable in a 
difficult market. 

Now, it’s probably not fair to condemn all of passive investing 
with two extremes-of-the-markets anecdotes like RadioShack 
and Tesla. (And at the moment, only Tesla is in the Russell 
1000; RadioShack is off the radar.) But keep in mind the  
basic principle of indexing: an investor has a bit of every company,  
irrespective of its fundamentals. Case in point: at the end of August, 
in the MSCI USA Investable Market Index, which includes the 2,500  
largest U.S. stocks, 18% of companies had shown negative  
earnings per share for the latest twelve months. (That’s after 
a fairly long economic expansion, when companies should be  
looking their best.) Through indexing an investor can wind up  
owning a lot of undesirable names which an active manager would be 
likely to screen out.

My partner and co-CIO David Pearl states a simple truth: “A company 
with little or no debt that generates free cash flow each and every year 
cannot go broke.” However, “broke” will be embedded in the future 
of those passive strategies that invest in everything under the sun — 
including the effects of QE in the search for yield, and the level of the  
market’s “imagination.” Notwithstanding the Fed’s decision to wait 
on raising interest rates, P/E ratios are likely to retrace some of their 
rise in the 2012 – 2014 period reflecting slower global growth and/
or eventually a rise in interest rates. Investors will need more than just 
passive management strategies to stay ahead.

…We’d strongly advise investors to take down 4Q and full year deliveries 
to allow for greater execution risk for Model X…

…Easily two thirds of the call was devoted to Tesla energy, Powerwall, 
and the stationary storage opportunity. This is great, but it potentially 
masks some very important up-front liquidity needs of the company 
that investors will want to pay very close attention to…4

Tesla Motors may have ambitious plans, but behind this buy 
recommendation lies a company with enormous cash flow challenges, 
both present and future. The greatest support the analyst seems to have 
for his bullish case is that “Imagination is real.” He must be kidding us. 
Cash flow is real; one cannot spend imagination.

Returning to James Grant, he states: “The mispricing of biotech stocks 
or corn and soybeans is of no great consequence to financial at large. 
Interest rates are another matter. Universal prices, they discount 
future cash flows, calibrate risk and define investment hurdle rates. 
Interest rates are the traffic signals of a market economy… and since 
2008, they have mainly been green.”5

Seven years of low interest rates have heavily influenced 
corporations’ capital allocation. Recall that there are only 
five possible uses of free cash flow, and they can be placed 
into two buckets — capital reinvestment and capital returned 
to shareholders. Cash dividends, share buybacks, and debt  
repayments are all forms of the latter. Low interest rates encourage 
corporations to borrow and apply the proceeds to buy back shares 
— an opportunity that prudent managements should take advantage 
of, assuming the rate math works and they lack promising projects 
to invest in. 

Accordingly, this year’s share buybacks and cash dividends of U.S. 
corporations will likely exceed $1 trillion — over 6% of U.S. GDP. 
Merger and acquisition activity is startlingly high as well: through 
September 18, the value of global deals over $10 billion reached $1.19 
trillion, surpassing the previous record set during the internet bubble 
in 1999.6 The parade of M&A activity will surprise everyone as this 
year winds up, pushed to such heights by our central bankers (many of 
whom are on the short lists to join banks and investment firms, after 
completing their tours of “responsible duty”).

Now we turn to a story of low interest rates with what we  
expect will be a more constructive outcome. Consider the August 
acquisition of Pall Corporation, a maker of filtration products, by  
technology company Danaher Corporation. On the surface,  
Danaher paid what appeared a ridiculously high price, but seen through 
the lens of its cost of capital, their decision is likely to have a very  
positive outcome. Danaher estimated its marginal cost of  
capital for this acquisition to be around 2%, and anticipated the  
prospective return of the acquisition to approximate 9%. Thus 
this deal is accretive to the firm’s valuation for the incremental  

1Grant’s Interest Rate Observer, Vol. 33, No. 10, May 15, 2015.
2“Tesla’s tally from stock offering: $738.3 million,” MarketWatch, August 19, 2015
3“Tesla Motors raises more than $1 billion from debt, equity,” Reuters, May 17, 2013
4Tesla Motors Inc: ‘Off the Hook’: More Money, More Spending, More TAM, Morgan Stanley, May 11, 2015
5Grant’s Interest Rate Observer, Vol. 33, No. 10, May 15, 2015.
6“Value of megadeals this year beats dotcom-boom record to reach $1.2 trillion.” Financial Times, September 19, 2015.
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return (8.1) (8.3) (2.0) 12.2 12.1 7.7 7.5 13.9 0.4 - - - -

Epoch Net Return (8.2) (8.5) (2.4) 11.8 11.7 7.2 7.0 - - - - - -

Russell 1000 (6.8) (5.2) (0.6) 12.7 13.4 7.0 5.7 14.9 0.3 0.4 2.3 0.9 0.9 

Russell 1000 Value (8.4) (9.0) (4.4) 11.6 12.3 5.7 5.9 15.2 0.3 0.3 2.4 0.9 0.9 

S&P 500 (6.4) (5.3) (0.6) 12.4 13.3 6.8 5.4 14.7 0.3 0.4 2.6 0.9 0.9 

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

Epoch Gross Return (8.8) (7.1) (0.4) 13.8 13.0 7.4 11.6 13.5 0.7 - - - -

Epoch Net Return (8.9) (7.5) (0.9) 13.2 12.4 6.8 10.8 - - - - - -

Russell 3000 (7.2) (5.4) (0.5) 12.5 13.3 6.9 9.2 15.2 0.4 0.3 4.1 0.8 0.8 

Russell 3000 Value (8.6) (9.1) (4.2) 11.4 12.1 5.7 9.3 14.8 0.4 0.3 3.9 0.8 0.8 

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

Epoch Gross Return (8.4) (4.4) 3.6 12.8 13.2 7.6 10.5 16.8 0.5 - - - -

Epoch Net Return (8.5) (4.7) 3.2 12.3 12.7 7.0 9.8 - - - - - -

Russell 2000 (11.9) (7.7) 1.2 11.0 11.7 6.5 10.1 18.8 0.5 0.1 1.8 0.8 0.9 

Russell 2000 Value (10.7) (10.1) (1.6) 9.2 10.2 5.3 9.3 18.7 0.4 0.2 2.5 0.8 0.9 

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

Epoch Gross Return (7.9) (4.0) 3.9 14.1 12.9 8.1 18.2 0.4 - - - -

Epoch Net Return (8.0) (4.3) 3.5 13.6 12.4 7.6 - - - - - -

Russell 2500 (10.3) (6.0) 0.4 12.4 12.7 7.3 19.1 0.3 0.2 1.2 0.9 1.0 

Russell 2500 Value (9.6) (8.0) (2.4) 11.0 11.5 5.9 19.0 0.3 0.4 2.6 0.9 0.9 

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

Epoch Gross Return (9.8) (8.4) (1.8) 13.4 13.4 7.7 8.7 15.5 0.5 - - - -

Epoch Net Return (9.9) (8.7) (2.2) 13.0 13.0 7.3 8.2 - - - - - -

Russell 3000 (7.2) (5.4) (0.5) 12.5 13.3 6.9 7.5 15.1 0.4 0.3 1.3 1.0 0.9 

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

Epoch Gross Return (2.5) (5.7) 0.5 12.8 13.1 8.9 1.5 - - - -

Epoch Net Return (2.5) (5.9) 0.2 12.5 12.7 - - - - - -

Russell 1000 Value (8.4) (9.0) (4.4) 11.6 12.8 9.6 1.3 0.1 2.5 0.8 0.8 

U.S. 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

Strategy Performance as of September 30, 2015

6Quarterly Newsletter - October 2015



GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return (4.6) (6.3) (5.3) 8.4 9.8 7.6 13.0 0.5 - - - -

Epoch Net Return (4.7) (6.6) (5.7) 8.0 9.4 7.1 - - - - - -

MSCI World (Net) (8.4) (6.0) (5.1) 8.6 8.3 4.5 16.3 0.2 0.5 3.9 0.8 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return (9.3) (5.7) (2.3) 9.9 9.9 8.6 8.6 14.9 0.5 - - - -

Epoch Net Return (9.5) (6.1) (2.8) 9.3 9.3 7.8 7.8 - - - - - -

MSCI World (Net) (8.4) (6.0) (5.1) 8.6 8.3 4.7 4.7 16.2 0.2 0.7 4.3 0.9 0.9 

GLOBAL ABSOLUTE RETURN
Inception date: 12/31/2001

Epoch Gross Return (11.8) (10.7) (4.7) 8.2 8.9 6.7 9.9 12.7 0.7 - - - -

Epoch Net Return (12.1) (11.6) (6.0) 6.8 7.4 5.3 8.4 - - - - - -

MSCI World (Net) (8.4) (6.0) (5.1) 8.6 8.3 4.7 5.4 15.5 0.3 0.6 5.9 0.7 0.7 

Barclays Capital U.S. 
Aggregate

1.2 1.1 2.9 1.7 3.1 4.6 4.9 3.5 1.0 0.4 11.5 (0.1) 0.0 

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

Epoch Gross Return (9.6) (3.3) (6.3) 6.6 4.7 3.1 19.0 0.2 - - - -

Epoch Net Return (9.7) (3.7) (6.7) 6.3 4.4 2.8 - - - - - -

MSCI EAFE (Net) (10.2) (5.3) (8.7) 5.6 4.0 1.5 20.2 0.1 0.6 1.6 0.9 1.0 

INTERNATIONAL SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return (7.7) 3.7 (2.2) 8.1 5.7 6.9 8.2 19.4 0.4 - - - -

Epoch Net Return (7.9) 3.1 (2.9) 7.3 5.0 6.1 7.3 - - - - - -

MSCI World ex USA 
Small Cap (Net)

(8.0) (0.3) (3.7) 7.5 5.7 4.2 5.3 19.5 0.2 0.7 2.9 1.0 1.0 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return (7.5) (1.1) 1.6 10.8 9.7 8.0 11.5 15.7 0.6 - - - -

Epoch Net Return (7.6) (1.2) 1.4 10.5 9.4 7.5 10.9 - - - - - -

MSCI World Small Cap 
(Net)

(9.7) (4.4) (1.8) 10.1 9.5 6.1 11.3 17.9 0.6 0.0 1.8 0.8 0.9 

GLOBAL AND 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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Epoch Investment Partners, Inc.

399 Park ave, new york, ny 10022 T: 212 303 7200 www.eipny.com

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. 

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, acquisi-
tions, 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. Ep-
och 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 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. 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. strate-
gies. 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 ap-
proximately 75-120 securities which are selected on the expectation they will generate excess free cash flow and whose management will allocate it prudently among dividends, share 
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. 

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 repurchases, 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 account-
ing 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 apprecia-
tion. 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 methodology 
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 appreciation. 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 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. 

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 account-
ing 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 Devel-
oped Small Cap Index.

Global Small Cap is a diversified portfolio of global small cap stocks managed by Epoch for long term capital apprecia-
tion. 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 — 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 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, restric-
tions, sectors, correlations, concentrations, volatility or tracking error targets, all of which are subject to change over time. Indices are unmanaged. 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. 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 presented 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. A fee schedule is an integral part of a complete presentation and is described in Part II of 
the firm’s ADV, which is available upon request. Policies for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request. Past perfor-
mance is not indicative of future results. An account could incur losses as well as gains.
6. 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 June 30, 2015, 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.
7. The information contained herein reflects, as of the date hereof, the views of Epoch Investment Partners, Inc. and sources believed by Epoch Investment Partners, Inc. to be reliable. No 
representation or warranty is made concerning the accuracy of any data compiled herein. In addition, there can be no guarantee that any projection, forecast or opinion in these materials 
will be realized. The views expressed herein may change at any time subsequent to the date of issue hereof. These materials are provided for informational purposes only.

www.eipny.com
mailto:info@eipny.com

