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Spotlight: Are All Markets (Now) Created Equal?: Synchronized 

Global Growth and Equities 
A conversation with William Booth, CFA — Managing Director, Co-CIO and Portfolio Manager

QUESTION. What is unique about the current global growth backdrop? 

ANSWER. The global economy is projected to grow more than 3% this 
year. This is solid, but not remarkable. What is remarkable is just how 
wide spread this growth is. The U.S., Europe, Japan, and the emerging 

markets are all growing nicely and even the U.K., despite the uncertainty around 
Brexit, is managing to eke out growth. We are witnessing the most synchronized global 
growth environment in over 50 years. 

QUESTION. Does synchronized growth mean that where you invest no longer matters?

ANSWER. No, while the synchronized growth backdrop levels the playing field a bit, 
there are still significant differences between countries. For instance, there are increasing 

Quarterly Investment Update: What’s Spooking Markets?: 

Trade Wars and Fiscal Imbalances 
By William W. Priest, CFA — CEO, Co-CIO and Portfolio Manager 

Market volatility increased dramatically in the first quarter driven, largely, by 
three factors. First, as we wrote in “The Winds of Change: The Transition from 
QE to QT” last year, the world’s major central banks are moving toward tighter 
monetary policies. Higher interest rates and waning liquidity are significant 
global macro risks, especially given that many assets are trading toward the 
high end of their historical valuation ranges. Second, as we have written about 

in the news
•  Co-CIO and Portfolio Manager David Pearl 

joined Money Talk to discuss the current 
environment. — March 21, 2018 
Sectors in the Current Environment 
U.S. Fed Policy

•  Shareholder Yield portfolio managers Kera 
Van Valen and John Tobin, along with CEO 
and Co-CIO Bill Priest appeared on AssetTV 
to discuss the strategy. — February 28, 2018
 - As Relevant Today as When it was Created

 - Shareholder Yield in the Current Environment

•  Bill Priest was interviewed for FTfm on 
the importance of client alignment,  active 
management and disruptive technology. — 
February 15, 2018

•  Bill Priest was featured in FTSE Global 
Markets where he discussed the impact of 
Quantitative Tightening and liquidity risks. -  
January 16, 2018

•  Bill Priest participated in Barron’s 
Investment Roundtable. - January 13, 2018
 - Bright Outlook for the Economy and Stocks

 - Bullish on Screen Technology and Chip Gear
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Firm Update

EVENTS AND 
ANNOUNCEMENTS

Refreshed Website

Epoch is pleased to announce the 
launch of our new-look website. The 
site offers visitors the content they 
are used with improved navigation 
and search functions. In addition, the 
site is responsive enabling seamless 
navigation on mobile devices.

Capital Markets Outlook

Epoch’s Co-Chief Investment Officers 
Bill Priest and David Pearl, along with 
Global Investment Strategist Kevin 
Hebner discuss the key reasons for 
our continued constructive outlook on 
equity markets, the risks of current 
trade policy, Japan through a cash flow 
prism and the investment case for EM 
equities.

Replay and presentation available on  

www.eipny.com 
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ASSETS UNDER MANAGEMENT $46.6B

Global Shareholder 
Yield  
$18.7B

Global Choice
$4.8B

Global Equity
$3.3B

Non-U.S. Large Cap
$3.0B

U.S. Large Cap
$6.1B

U.S. Small/SMID Cap
$2.5B

U.S. All Cap/Choice
$3.4B

$30.5B

Global & Non-U.S.  
Small Cap
$0.7B

As of March 31, 2018

U.S. Equity 
Shareholder Yield
$3.9B

GLOBAL STRATEGIES U.S. STRATEGIES

$15.9B

PEOPLE UPDATE

Nancy Paley
Nancy has been designated Epoch’s Chief Administrative Officer and joins 
its Operating Committee. She will lead Epoch’s Client/Product Strategy, HR, 
Legal/Compliance and Marketing efforts and assumes a broader business 
management and operational role. Prior to joining Epoch in 2013, Nancy 
was the Chief Administrative Officer of Octavian Advisors, LP. Nancy holds a 
BA in Economics from Yale University and a JD from Yale Law School. 

Justin Howell, CFA
Justin has been designated as a Portfolio Manager of the U.S. All Cap Value 
strategy, effective April 1, 2018. He joins existing PMs David Pearl and Mike 
Welhoelter and will represent the perspectives of the Small/SMID cap team 
in the All Cap strategy. He will continue in his role as Portfolio Manager and 
Senior Research Analyst on the U.S. Small and SMID Cap strategies. 

Michael Takata
Michael joined Epoch as a Director and Research Analyst. He has over 30 
years of experience covering a number of industries. Michael’s background 
includes portfolio management roles at Ulysses Management, Odyssey 
Partners and Soros Fund Management. Before that, Michael was a senior vice 
president and research analyst at BEA Associates, working with Bill Priest. He 
began his career as sell-side insurance research analyst. Michael has an AB in 
Pure Mathematics from the University of Chicago. 

For our latest Insights, follow Epoch on Social Media www.linkedin.com/company/epochinvest                   @epochinvest

RECENT INSIGHTS (available on www.eipny.com)

When “Bits” Meet “Atoms”: Implications of the Second Machine Age for 
Corporate Profitability and Traditional Business Models

The impact of the digital age is widespread and stretches beyond the 
technology sector. In the third part of our technology focused series 
we explore the difference between the first and second machine 
ages and tech’s  impact on both micro and macro economic factors. 
Finally we look at the implications for investors. Read More

www.eipny.com
http://www.linkedin.com/company/epochinvest
http://www.twitter.com/epochinvest
http://www.eipny.com/assets/pdfs/Part_II_-_Tech_is_the_New_Macro_FINAL.pdf


Spotlight: Are All Markets (Now) Created Equal?: Synchronized Global 
Growth and Equities (continued)

divergences in monetary policy among the world’s major central 
banks. At one end, the U.S. Fed is furthest along in terms of 
normalizing monetary policy while at the other end the Bank of 
Japan is showing little sign of moving away from its negative interest 
rate policy. Different policies can have different implications for 
corporate fundamentals and stock price performance, especially in 
the finance sector. There are also significant differences between 
countries in terms of political and regulatory risks, not to mention 
valuation levels as well. Finally, it is worth highlighting that for 
many companies their country of domicile bears little relation to 
where its revenues, profits, and cash flows are sourced. We call 
such companies “global champions.” We believe that over the 
long-run, the geographic exposure of a company from an economic 
perspective is much more relevant to making an investment 
decision than the domicile of the company.

QUESTION. What are some of the differences you are currently 
noticing between countries and regions?

ANSWER. The U.S. is furthest along in terms of normalizing 
monetary policy. While this tightening could cool down growth, 
it is being offset by stimulative fiscal policies including the recent 
tax cuts. We think this backdrop is supportive for financials, 
particularly banks, and for consumer spending. 

In Europe, the economy is growing above potential. The formation 
of a coalition government in Germany has renewed hopes for 
a Franco-German effort to strengthen and unify the eurozone 
but the recent Italian elections have dampened a little of the 
enthusiasm. Political risks are further exacerbated by the Brexit 
negotiations, although it is increasingly unlikely that a worst case 
“hard” Brexit scenario will unfold. The European Central Bank has 
begun tapering its asset purchase program but the first interest 
rate hikes are still likely a year or more away. Normalization of 
monetary policy against a solid economic backdrop could be 
beneficial to European financial stocks, much like it has been for 
their U.S. brethren. 

Japan is also growing above potential. Corporate governance is 
improving and management teams are becoming more shareholder 
oriented, but this is primarily in the small and mid-cap space. Larger, 
global champions have been slower to adapt and reform. U.S. trade 
policy bears monitoring, as there is a risk that Japan could become 
collateral damage in the U.S.-China focused spat. 

The emerging markets are benefiting from the global growth 
backdrop and a weak U.S. dollar. A multi-year period of under-
performance relative to developed markets has made EM equities 
relatively attractive from a valuation perspective, particularly 
on a free-cash-flow yield basis. But, given higher political and 
regulatory risks as well as the emerging global trade threats, we 
remain selective in our approach to EM equities with a focus on 
bottom-up opportunities across markets.

QUESTION. Where is Epoch finding opportunities these days?

ANSWER. We still like the technology sector and have been 
adding on recent weakness in the space. We think that many of 
these businesses face solid long-term demand growth driven by 
the proliferation of smart devices, increasing network connectivity, 

the shift to the cloud, big data, and the creation of new business 
models. Recently there has been increased political and regulatory 
risks, especially for those companies who track, store, access, 
use, and monetize individual data. Monitoring developments 
on this front and thoroughly assessing where a company stands 
with respect to these risks is critical for investors. Epoch’s tech 
holdings span a number of end markets and use-cases such as 
semiconductor production equipment, mobile and electronic 
payments, business productivity software and services, the 
internet of things, and new display technologies.

We also are finding opportunities in the materials and energy 
sectors, as demand in both is leveraged to global growth. With 
respect to energy, the supply side of the equation has remained 
supportive, with a surprisingly disciplined OPEC and more rational 
behavior by shale producers combining to better match output to 
demand. In addition to this generally positive backdrop, many of our 
holdings in these sectors have company-specific drivers related to 
items such as changing capital allocation policies, business portfolio 
restructuring, the existence of unique competitive advantages, or 
secular demand drivers such as the emergence of electric vehicles 
benefiting metals used in battery technology.

QUESTION. What is your outlook for the market backdrop?

ANSWER. The global economy remains on a firm footing and 
leading economic indicators suggest that this growth momentum 
should continue throughout the balance of 2018. Trade policy is a 
potential risk, but it is unclear if it is enough to derail the growth 
picture. Central banks appear to have successfully staved off 
deflation, which was a key concern a couple of years ago. While 
pressures are rising, we believe that inflation will remain under 
control. We see a tug of war between the upward pressure created 
by an optically tight job market in the U.S. and the deflationary 
force of technology. This backdrop should allow the Fed, and other 
major central banks (with a lag), to normalize monetary policy in 
a gradual, well-telegraphed manner. However, this is a significant 
regime change, from QE to QT, that should result in increased 
volatility. Rising rates should also present a headwind to further 
valuation multiple expansion, which has been the driving force 
behind strong equity market gains over the last five plus years. As 
such, we think that future equity returns will have to come from 
cash flow growth and dividends. We believe that this environment 
should be supportive for our key portfolio exposures. For instance, 
we expect strong, well above market free cash flow growth at 
most of our technology holdings and in many cases these stocks 
are trading in-line with or at a discount to the overall market.

Bill is Co-Chief Investment Officer and portfolio manager for global and 
non-U.S. equity strategies. Bill joined Epoch in 2009 from PioneerPath 
Capital, a long/short equity hedge fund where he was a consumer and retail 
analyst. Bill holds a BS in Chemical Engineering from Yale University and 
an MBA from New York University’s Leonard N. Stern School of Business.
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Quarterly Investment Update: What’s Spooking Markets?: Trade Wars 
and Fiscal Imbalances  (continued)
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The key to understanding the benefit of trade is to envision 
A and B as one combined country rather than two separate 
entities. We can reconfigure the days available for production 
in a far more efficient manner. As shown in Figure 2, if Country 
B focuses solely on producing food while Company A focuses 
the majority of its time producing clothing, the result is 100 
units of food and clothing for the combined countries, 6.4% 
more than in the first scenario. The way the surplus of six 
units is apportioned will depend upon the bargaining power 
and capabilities of the two countries. Since Country A is just 
over twice as productive as Country B (66 units ÷ 28 units), 
a reasonable split might be 4 units to A and 2 units to B. 
Here, it is important to note that both countries have won. A 
now has 70 units (as opposed to 66 from the first example) 
and B has 30 units (as opposed to 28). This is the Law of 
Comparative Advantage in action. It is powerful, it is good for 
all participating nations, and it proves that the process of free 
trade can make every country a winner.

figure 2: production output - producing to 
comparative advantage

Within a nation, almost everyone benefits from the effect of 
trade. The key word here is “almost.” There are industries and 
workers that become dislodged by globalization. To rectify 
that cost requires better policies including training and income 
supplements. Since each nation has a “plus” in its GDP from 
trade effects, a portion of that “plus” should be used to help 
those individuals who have been harmed by the effects of 
trade. The West, and the U.S. in particular, has been poor at 
addressing the side effects from globalization. President Trump 
was elected based largely on his promise to address the side 
effects, albeit perhaps at the expense of globalization itself. The 
President stoked the fear of trade wars to come by announcing 
tariffs on $50 billion of goods from China along with NAFTA 
threats and comments about leaving the WTO. 

This is not to say that there aren’t real issues with America’s 
trading partners that need to be dealt with. Specifically 
regarding China, market access, IP protection and forced 
partnerships require serious and detailed negotiations. 
Further, the government’s China 2025 plan increases Beijing’s 
involvement in the economy through various explicit and 

extensively, technology has become a dominant macro factor for 
capital markets across all sectors. In addition, the technology 
sector itself has been a major driver of market performance. Fears 
of increased regulation on the sector served to rattle the markets. 
Finally, the looming possibility of trade wars weighed on markets 
in the first quarter.   

We believe this policy transition constitutes the most significant 
global macro risk and is especially worrisome given the imbalances 
and valuation excesses that currently exist. It is especially difficult to 
reconcile the unwinding of unparalleled central bank balance sheet 
sizes at a time of record peacetime government debt and multi-
century record low yields. Prior to Lehman’s bankruptcy, this trifecta 
would have been all but unimaginable.

TRADE WARS ON THE HORIZON?
We have written for years on the global benefits of trade. Trade 
wars are “lose, lose” outcomes. Let us step back 200 years. In 
1817 David Ricardo, an economist, displayed the rationale for 
global trade. At the heart of the Law of Comparative Advantage 
is the recognition that even if one country has an absolute 
advantage in producing every good in the economy, it is unlikely 
to have the same relative production advantage in every product. 
To illustrate, we borrow an example from our 2016 paper “The 
Case for Trade Remains Overwhelming.” Imagine two countries, 
A and B, and a world that desires two goods in equal amounts: 
food and clothing. Country A is a more mature country with a 
higher overall standard of living and labor productivity that is 
greater than B for each good under production. Country A takes 
one day to make one unit of food and two days to make one unit 
of clothing. Country B, on the other hand, is much less productive 
in each instance, taking three days to produce a unit of food 
and four days to produce a unit of clothing. Figure 1 shows the 
production output of each country after 100 days if they do not 
trade with each other.

Country A will spend 33 1/3 days on food and 66 2/3 days on 
clothing to have 33 units of each. Country B can only produce 
a total of 14 units each in the same time period because it 
spends 42 days making 14 units of food and just under 58 days 
on 14 units of clothing. Under this scenario, the two countries 
together produce 94 units of the two items with Country A 
contributing 70% of the total.

figure 1: production output - internal only

Product
Country A, 
100 days

Country B, 
100 days

Total

Food
1/3 × 100 ÷ 1 = 

33 units

3/7 × 100 ÷ 3 = 
14 units

47 units

Clothing
2/3 × 100 ÷ 2 = 

33 units

4/7 × 100 ÷ 4 = 
14 units

47 units

Total 66 units 28 units 94 units

Product
Country A, 
100 days

Country B, 
100 days

Total

Food
50 ÷ 1 day = 

50 units
0 50 units

Clothing
50 ÷ 2 days = 

25 units
100 ÷ 4 days = 

25 units
50 units

Total 75 units 25 units 100 units



projected to almost double from its 2014–2016 average of 2.8% 
of GDP and may very well approach 6% in 2019. This would 
constitute the worst budget deficit ever, excluding periods of 
war and recession. The fiscal binge means even more borrowing 
from abroad, and a further widening of the overall current 
account deficit. This comes against a backdrop of a U.S. trade 
balance that is approaching historical deficits. It averaged $42 
bn per month in 2016, but this has fallen to $56bn, quickly 
approaching its worse level ever ($66bn in August 2006, 
toward the end of the housing bubble).  

If President Trump really starts a trade war, that event combined 
with the enormous amount of debt required to finance the 
deficit resulting from the tax cut and additional fiscal spending 
passed by Congress suggests potential troubles in late 2019. 
Volatility will rise substantially for sure and higher interest rates 
will negatively impact valuations for both stocks and bonds. In 
the distance, we can see a storm brewing.  

implicit subsidies. As a result, disputes with China are here to 
stay and will remain prominent in newspaper headlines.

Some people, President Trump and his economic advisors 
among them, claim that America’s trade deficit stems from bad 
free trade deals and countries, like China, not playing by the 
rules. However, many economists, like Paul Krugman, believe 
that America’s low savings rate is a much more important factor. 
The lack of savings means the U.S. needs to import capital to 
fund investment and, as an accounting identity, this capital 
account surplus implies an offsetting current account deficit. 
This is particularly relevant now because, as Figure 3 shows, the 
U.S. personal savings rate (% of personal disposable income ) 
has fallen sharply from over six percent in late-2015 to just over 
three percent today (for context, the post-1960 average is 8.2%). 
The only time the savings rate was lower was during the housing 
bubble and just prior to the global financial crisis.

figure 3: u.s. personal savings rate
The U.S. personal savings rate has plunged to 3.4% and appears on its way 
to a new historical low
Source: Deutsche Bank

 
To those economists that agree with the savings rate 
argument, the possibility of a trade war is particularly 
worrisome given that overall savings rate in the U.S. is bound 
to fall even further, driven by increased government dissaving. 
The budget deficit, which was already large, will become 
even larger following the Tax Cuts and Jobs Act of December 
2017. To be more specific, the U.S. federal budget deficit is 
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“Over all, the U.S. trade deficit is just the flip side of the 
fact that America attracts more inward investment from 

foreigners than the amount Americans invest abroad. Trade 
policy has nothing to do with it.” - Paul Krugman, The Art of 

the Flail, New York Times, April 5, 2018
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return (1.3) (1.3) 11.6 8.1 12.1 8.8 8.5 13.5 53.1 - - - -

Epoch Net Return (1.4) (1.4) 11.2 7.8 11.7 8.5 8.0 - - - -

Russell 1000 (0.7) (0.7) 14.0 10.4 13.2 9.6 7.2 14.3 41.3 0.3 1.9 0.9 0.9 

Russell 1000 Value (2.8) (2.8) 6.9 7.9 10.8 7.8 7.0 14.5 39.4 0.3 2.3 0.9 0.9 

S&P 500 (0.8) (0.8) 14.0 10.8 13.3 9.5 6.9 14.1 39.9 0.3 2.1 0.9 0.9 

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

Epoch Gross Return (1.8) (1.8) 13.3 8.9 13.4 9.5 11.9 13.3 71.4

Epoch Net Return (1.9) (1.9) 12.7 8.4 12.8 9.0 11.1 

Russell 3000 (0.6) (0.6) 13.8 10.2 13.0 9.6 9.9 14.7 50.2 0.31 3.8 0.80 0.80 

Russell 3000 Value (2.8) (2.8) 6.8 7.9 10.7 7.8 9.7 14.4 50.6 0.33 3.8 0.82 0.79 

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

Epoch Gross Return (3.0) (3.0) 6.8 6.9 10.6 10.1 10.7 16.1 59.1

Epoch Net Return (3.0) (3.0) 6.4 6.5 10.2 9.6 10.1 

Russell 2000 (0.1) (0.1) 11.8 8.4 11.5 9.8 11.0 18.1 54.0 (0.04) 1.3 0.85 0.91 

Russell 2000 Value (2.6) (2.6) 5.1 7.9 10.0 8.6 10.3 18.0 50.3 0.07 2.0 0.84 0.88 

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

Epoch Gross Return (3.1) (3.1) 7.4 7.4 11.2 10.3 9.0 17.1 47.7

Epoch Net Return (3.2) (3.2) 7.0 7.0 10.7 9.9 8.5 

Russell 2500 (0.2) (0.2) 12.3 8.2 11.5 10.3 8.9 17.8 45.2 0.02 0.6 0.94 0.96 

Russell 2500 Value (2.7) (2.7) 5.7 7.3 9.9 9.3 7.5 17.7 37.5 0.30 2.0 0.92 0.92 

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

Epoch Gross Return (2.4) (2.4) 13.2 8.0 13.3 10.0 9.7 14.9 57.1

Epoch Net Return (2.5) (2.5) 12.8 7.6 12.9 9.6 9.2 

Russell 3000 (0.6) (0.6) 13.8 10.2 13.0 9.6 9.0 14.3 55.0 0.16 0.6 1.01 0.93 

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

Epoch Gross Return (3.6) (3.6) 7.6 9.2 11.8 - 13.3 8.6 151.7

Epoch Net Return (3.7) (3.7) 7.2 8.9 11.5 - 12.9 

Russell 1000 Value (2.8) (2.8) 6.9 7.9 10.8 - 13.1 9.7 131.4 0.04 3.4 0.75 0.72 

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

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

Epoch Gross Return (4.7) (4.7) 5.9 5.3 7.7 7.1 7.9 12.3 55.4

Epoch Net Return (4.8) (4.8) 5.5 4.9 7.2 6.7 7.4 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 9.7 5.9 6.3 15.2 34.3 0.3 2.9 0.8 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return (2.6) (2.6) 17.3 6.9 10.0 7.4 9.4 14.3 57.7

Epoch Net Return (2.8) (2.8) 16.6 6.2 9.4 6.8 8.6 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 9.7 5.9 6.4 15.1 35.0 0.5 3.5 0.9 0.9 

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return 0.9 0.9 20.5 5.1 8.8 7.5 10.2 12.3 73.1

Epoch Net Return 0.7 0.7 19.1 3.9 7.5 6.2 8.8 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 9.7 5.9 6.6 14.8 36.3 0.5 5.3 0.7 0.7 

Barclays Capital U.S. 
Aggregate

(1.5) (1.5) 1.2 1.2 1.8 3.6 4.4 3.4 91.7 0.5 11.9 (0.2) 0.0 

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

Epoch Gross Return (3.6) (3.6) 11.2 4.5 6.2 - 4.6 17.3 25.0

Epoch Net Return (3.7) (3.7) 10.7 4.1 5.8 - 4.3 

MSCI EAFE (Net) (1.5) (1.5) 14.8 5.6 6.5 - 3.9 18.3 19.9 0.2 0.8 0.9 1.0 

NON-U.S.  
SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return 0.4 0.4 24.7 10.5 9.5 5.7 9.3 18.3 43.9

Epoch Net Return 0.2 0.2 23.8 9.7 8.7 4.9 8.4 

MSCI World ex USA 
Small Cap (Net)

(0.5) (0.5) 21.2 11.3 9.7 5.8 7.2 18.3 32.8 0.5 2.1 1.0 0.9 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return (1.6) (1.6) 12.9 8.3 10.1 8.2 11.6 14.9 69.7

Epoch Net Return (1.7) (1.7) 12.7 8.1 9.9 7.9 11.1 

MSCI World Small Cap 
(Net)

(0.6) (0.6) 15.9 9.5 10.9 8.6 12.0 16.9 63.6 (0.1) 1.3 0.9 0.9 

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

Epoch Gross Return 0.2 0.2 19.0 10.0 - - 11.7 10.1 113.1

Epoch Net Return 0.1 0.1 18.5 9.4 - - 11.0 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 - - 10.1 10.2 95.8 0.5 2.1 0.9 0.9 

Strategy Performance as of March 31, 2018
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return (4.7) (4.7) 5.9 5.3 7.7 7.1 7.9 12.3 55.4

Epoch Net Return (4.8) (4.8) 5.5 4.9 7.2 6.7 7.4 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 9.7 5.9 6.3 15.2 34.3 0.3 2.9 0.8 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return (2.6) (2.6) 17.3 6.9 10.0 7.4 9.4 14.3 57.7

Epoch Net Return (2.8) (2.8) 16.6 6.2 9.4 6.8 8.6 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 9.7 5.9 6.4 15.1 35.0 0.5 3.5 0.9 0.9 

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return 0.9 0.9 20.5 5.1 8.8 7.5 10.2 12.3 73.1

Epoch Net Return 0.7 0.7 19.1 3.9 7.5 6.2 8.8 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 9.7 5.9 6.6 14.8 36.3 0.5 5.3 0.7 0.7 

Barclays Capital U.S. 
Aggregate

(1.5) (1.5) 1.2 1.2 1.8 3.6 4.4 3.4 91.7 0.5 11.9 (0.2) 0.0 

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

Epoch Gross Return (3.6) (3.6) 11.2 4.5 6.2 - 4.6 17.3 25.0

Epoch Net Return (3.7) (3.7) 10.7 4.1 5.8 - 4.3 

MSCI EAFE (Net) (1.5) (1.5) 14.8 5.6 6.5 - 3.9 18.3 19.9 0.2 0.8 0.9 1.0 

NON-U.S.  
SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return 0.4 0.4 24.7 10.5 9.5 5.7 9.3 18.3 43.9

Epoch Net Return 0.2 0.2 23.8 9.7 8.7 4.9 8.4 

MSCI World ex USA 
Small Cap (Net)

(0.5) (0.5) 21.2 11.3 9.7 5.8 7.2 18.3 32.8 0.5 2.1 1.0 0.9 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return (1.6) (1.6) 12.9 8.3 10.1 8.2 11.6 14.9 69.7

Epoch Net Return (1.7) (1.7) 12.7 8.1 9.9 7.9 11.1 

MSCI World Small Cap 
(Net)

(0.6) (0.6) 15.9 9.5 10.9 8.6 12.0 16.9 63.6 (0.1) 1.3 0.9 0.9 

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

Epoch Gross Return 0.2 0.2 19.0 10.0 - - 11.7 10.1 113.1

Epoch Net Return 0.1 0.1 18.5 9.4 - - 11.0 

MSCI World (Net) (1.3) (1.3) 13.6 8.0 - - 10.1 10.2 95.8 0.5 2.1 0.9 0.9 

GLOBAL & INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Risk Statistics — Since Inception
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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 
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. 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 
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. 

Global Equity 
Capital 
Reinvestment

June 2013 MSCI World 
Index (Net)

Global Equity Capital Reinvestment strategy seeks to invest in a diversified portfolio of companies who can sustainably allocate capital, at attractive returns, to internal projects and/or acquisitions as the 
dominant ways of generating shareholder value. This strategy will seek to invest in companies that consistently generate ROIC above their WACC and have a history of value creating M&A, growth capital 
expenditures, and/or R&D investments.

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 
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 
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. 

Non-U.S. 
Small Cap

February 
2005

MSCI World 
ex-USA Small 
Cap (Net)

Effective July 1, 2017, the International Small Cap Composite name has 
been changed to the Non-U.S. Small Cap Composite. 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 ACA Compliance Group  from June 21, 2004 through December 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

