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in the news
• C
 o-CIO David Pearl appeared on
Bloomberg Surveillance with Tom
Keene to discuss how to avoid the
pitfalls of value traps by investing in
companies that can grow their free
cash flow. He also talks about the
currency dilemma within Brexit.
— March 5, 2019
Growth is Secret to Free Cash Flow
Lessons Learned from Brexit

• B
 ill Priest joined nine other investment
industry experts for the Barron’s 2019
Roundtable. He spoke about what
Epoch expects to shape markets in the
coming year, including quantitative
tightening, trade wars, excessive debt
and challenges for liberal democracies.
— January 14, 2019

Spotlight — Look at the Downside: The Importance of
Volatility and Downside Protection
A conversation with John Tobin, PhD, CFA — Managing Director, Portfolio Manager and
Senior Research Analyst

QUESTION. Why should lower volatility matter to an investor?
ANSWER. Investors who say that return is all that matters are overlooking
how volatility affects that return. This oversight may stem from the different
types of return that investors look at: average return and compound return. Take, for
example, a $1 million investment in two different strategies. Strategy A has a return in
year one of 50% followed by a return in year two of -40%. Meanwhile, Strategy B has a
more modest year one return of 20% followed by a smaller downward swing of -10%. Both
investments have an average annual return of 5%, but looking simply at that number would
indicate that both have equal merit. What actually matters, however, is the compound return
because that shows how much money is left after year two — the so-called terminal value.
Article continued on page 3

Quarterly Investment Update — Back from the Brink
By William W. Priest, CFA — CEO, Co-CIO and Portfolio Manager

The biggest event for markets in the first quarter was the “Powell Pivot.” Toward
the end of last year, the Fed chair communicated to markets that quantitative
tightening (QT) was on autopilot and that the Fed planned multiple rate hikes
in 2019. Fears of tighter financial conditions spooked investors, resulting in
significant market volatility, with U.S. and global equity markets falling almost 15%
in the fourth quarter of 2018. Fearing a bear market with its negative spillovers
for the real economy, Powell executed a swift 180 degree turn, adopting a neutral
bias and promising to end QT this September. The pivot brought the market back from the brink,
with first quarter gains wiping out most of the losses suffered in the previous quarter.
Article continued on page 4

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 that 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.

Firm Update
ASSETS UNDER MANAGEMENT $37.8B

As of March 31, 2019

GLOBAL STRATEGIES

U.S. STRATEGIES

Global Choice
$4.0B

Global Shareholder
Yield
$14.9B

Non-U.S. Large Cap
$2.9B

$25.2B

Global Equity
$2.9B
Global & Non-U.S.
Small Cap
$0.5B

U.S. Equity
Shareholder Yield
$3.5B

U.S. Large Cap
$4.9B

$12.6B

U.S. Small/SMID Cap
$2.0B

U.S. All Cap/Choice
$2.2B

Totals may not add due to rounding.

NEW INVESTMENT PROFESSIONAL
Jane Spiegel
Jane joined Epoch as Vice President, Research Analyst on the Non-US Small
Cap and Global Small Cap teams. She was most recently a senior research
analyst at Third Avenue Management working primarily on the Global Equity
strategy. Before that, she held analyst positions in equity research at Paradice
Investment Management and Artisan Partners. Jane has an M.B.A. from
Columbia Business School and a B.S. from the University of Pennsylvania.

EVENTS AND
ANNOUNCEMENTS
Capital Markets Outlook Webinar
CEO Bill Priest was joined by Portfolio
Managers Steve Bleiberg and John
Tobin to discuss:

DEPARTURES

• Global macro trends driving markets
• A look at why the R2000 has underperformed the R1000 over time

• Mike Caputo, Portfolio Manager and Research Analyst
• Gary Low, Research Analyst

• Discussion of the shareholder yield
approach in the context of the
current environment

• Replay and presentation available
on www.eipny.com

RECENT INSIGHTS (available on www.eipny.com)
The Size Paradox
There has long been a pervasive belief in the investment world that smaller companies perform better than larger
companies. But if there is a “small-cap effect” then why has the Russell 2000 underperformed the Russell 1000 over
time? Read More

SHAREHOLDER YIELD: PORTFOLIO CORNERSTONE FOR AN UNCERTAIN WORLD
We have launched new web pages for the Shareholder Yield strategies featuring portfolio manager videos and
animations highlighting the strategies’ key attributes including downside protection, lower volatility, consistent
income, target return objective and portfolio fit.
Find out More
Global Equity Shareholder Yield

For our latest Insights, follow Epoch on Social Media

U.S. Equity Shareholder Yield

www.linkedin.com/company/epochinvest
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Spotlight: Look at the Downside: The Importance of Volatility and
Downside Protection (continued)
The value in Strategy A rises impressively to $1.5 million after year
one, but then falls to $900,000 after year two. The investment in
Strategy B rises to $1.2 million after year one and then falls to $1.08
million after year two. As we see, Strategy A’s compound return
over two years is actually -5.1% per year and leaves the investor with
10% less money than she started with, while Strategy B’s compound
return of 3.9% per year leaves her with a gain of 8%. What this
example illustrates is that an investment can have the same average
annual return as the market, but if it does so with less volatility the
investor will end up with more money in the end — with a higher
terminal value.

QUESTION. Why should downside risk matter?
ANSWER. Investors often don’t think about volatility until they
experience it on the downside. Most investors know intuitively
that downside protection is important, but may not realize exactly
why. One reason is the size of return needed to get back to even.
For example, a 10% drop in portfolio value requires a return of 11%
to get back to even, while a drop of 15% requires a return of more
than 17%. A 50% drop would need a 100% return. The time it takes
to recover is another factor to consider, particularly in periods with
larger drawdowns. At the trough of the global financial crisis, the
MSCI World had drawn down roughly 56%. Meanwhile, the Global
Equity Shareholder Yield strategy had a drawdown of 44%. Starting
from a higher point, the strategy needed 26 months to get back to
even while the market needed 53 months.
Some may ask what difference it makes. After all they both got
back to even eventually. The importance lies in the timing of an
investor’s end goal (e.g., covering liabilities for a pension plan). To
illustrate, let’s take an investor who plans on retiring one year from
today. For simplicity, let’s say the value of her retirement account
is $1 million and she is fully invested in a single strategy that has a
monthly return of 1%. If that strategy were to drop by 10% today it
would take around 11 months for the value of the portfolio to get
back to where it was, but the investor could still retire as planned.
If, however, the investor were in a different strategy with the same
monthly return that dropped by 15%, she would not be back to
even for 17 months, missing her desired retirement date. And what
if the investor decided to extend her retirement date by one year?
At that point the investment in the first strategy would be worth
$1.13 million while the investment in the second, which had a larger
drawdown, would be worth $1.06 million. This proves the value of
having a lower initial drop.
QUESTION. Is higher market volatility expected?
ANSWER. It is impossible to say when market volatility will increase
or by how much, but there are a number of uncertainties that
could trigger volatility at any time. Volatility as measured by the VIX
index has been low relative to its historical average for the past 7
years (spotted with short periods of volatility). Some events that
could cause an escalation of volatility include a slowdown in global
growth, an unsatisfactory resolution to the trade dispute with China,
uncertain monetary policy (is QT over already?), the potential for
increased Treasury issuance due to rising fiscal debt and the long
list of geopolitical risks like an unsuccessful Brexit or tension with
wildcards Iran and North Korea. So, while we don’t know when, it is
likely that volatility will increase at some point.
1. Ned Davis Research. MSCI World companies from 1994 - 2019
2. Factset Research Systems
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QUESTION. Should investors favor strategies that target lower volatility?
ANSWER. Our Shareholder Yield strategies have demonstrated
lower than market volatility historically. While we are not explicitly
targeting low volatility, we believe that this lower volatility is an
outcome of the types of companies that we invest in, coupled with
an investment process that fully integrates risk management. The
companies invested in tend to be global champions with dominant
market positions serving customers with multiple products in
multiple markets, and this leads to relatively stable financial
performance (earnings and cash flows) at the company level.
Holding many such companies in a diversified portfolio guided
by risk controls that reduce concentrations of risk helps dampen
volatility further. In addition, we would note that evidence shows
that companies that have grown their dividend or kept it stable
have had significantly lower volatility than those that either cut
their dividend or didn’t pay one at all.1 Thus, in addition to the
income benefit they provide, focusing on companies that pay a
stable or growing dividend tends to lead to lower volatility as well.
As a reminder, dividends are always positive contributors to equity
market returns.
QUESTION. How does active management and the investment
process come into play?
ANSWER. It is fairly easy to identify companies with a high
dividend. It is not easy, however, to predict whether or not the
company will be able to sustain its high dividend — and grow
it — going forward. Dividend yield — dividend divided by share
price — goes up as its share price goes down (all else being equal).
Often times, the factors that caused the share price to drop (and
the yield to be high) will ultimately lead the company to have to cut
or cancel its dividend. In fact, an average of 7% of the companies
with the 50 highest dividends in the S&P 500 ended up cutting
their dividends the following year.2 This is where the fundamental
research we do is crucial. Our analysts must evaluate a company’s
free cash flow generation prospects to determine whether it will
produce enough to cover a stable or growing dividend in the future.
They must also scrutinize a company’s management and their
commitment to returning cash to shareholders. Another critical part
of the process is risk management, specifically making sure that
the portfolio is diversified across sources of return and that no one
security contributes too much to the overall goals of the strategy,
or has an outsized impact on the portfolio as a whole, leading to
lower volatility. Our Shareholder Yield strategies, which employ
this approach, have consistently experienced lower volatility than
the market, and this lower volatility has demonstrable benefits for
investors in terms of higher terminal wealth and quicker recoveries
from market drawdowns.
John is a Portfolio Manager for Epoch’s Equity Shareholder Yield
strategies. Prior to joining Epoch in 2012, John taught undergraduate
economics as a lecturer at Fordham University. Before that he spent
four years at HSBC Global Asset Management as a senior research
analyst and almost 20 years at Credit Suisse Asset Management where
he was a senior research analyst for the U.S. High Yield Bond team.
Previously he worked at Bankers Trust Company where he began his
career. John received AB, AM and PhD degrees in Economics from
Fordham University.
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Quarterly Investment Update — Back From the Brink (continued)
A second positive development was the moderation of trade
tensions with China, with the White House reporting we are
now quite close to a signed deal. Trade negotiations have proved
much more complex than most investors anticipated a year or
two ago. Quite rightly the key outstanding issue is enforcement,
something that previous administrations paid far too little
attention to. Luckily, U.S. Trade Representative Robert Lighthizer
is exactly the right person for this task, although his relentless
and mind-numbing attention to detail is likely testing the
patience of political bosses on both sides of the Pacific.
Additionally, toward the end of 2018 China began implementing
its own policy pivot, hitting both the monetary and fiscal
thrusters. This has resulted in an almost immediate improvement
in economic momentum, as shown by the dramatic recovery
in its composite PMI. Moreover the MSCI China and Shanghai
composite indexes are up roughly 23% and 30% YTD.
These three developments have resulted in early-2019 looking
like the mirror image of late-2018. The good news is that
markets have moved back from the brink, and we anticipate a
relatively benign mid-to high-single-digit return to stocks for the
remainder of the year. That said, this cycle is well into its late
innings and we now outline three reasons to maintain a cautious
investment stance.

SOON TO BE THE LONGEST EXPANSION IN U.S. HISTORY
The last recession officially ended in June 2009 and the current
expansion will shortly celebrate its 10th birthday (Figure 1).
Moreover, 118 months is close to the longest U.S. expansion ever
experienced (120 months). However, all good things must come
to an end as suggested by a host of indicators, including the
(almost) inverted yield curve and weak consumer expectations.
Precisely when, though, is anyone’s guess, as the record of failure
to predict recessions is virtually unblemished.

figure 1: the current expansion will become the new
record holder in june
Already four years longer than the average of the last 60 years
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Source: NBER, Bloomberg, Epoch Investment Partners

THE APPROACHING MINSKY MOMENT: STABILITY
BREEDS INSTABILITY
The second reason concerns the risks arising from the high and
rising level of debt throughout the U.S. economy, which we have
written about previously.* While corporate leverage might not
be the direct cause of the next recession, it is certain to act as an
amplifier making the repercussions considerably more damaging
for both the real economy and the equity market. Policymakers
agree, with this point emphasized in February by Fed Chair
Powell and in early April by the IMF.
One major risk factor follows from the investment grade index now
being dominated by BBBs, which means the next downturn may
witness a tsunami of “fallen angels,” which could overwhelm high
yield liquidity and result in severe market dislocations.
Additionally, about $1 trillion of this debt is accounted for by
firms with debts greater than four times EBITDA and interest bills
that consume over half of their EBIT. Such debts, which may be
first to default during the next downturn, are now roughly the
same size as subprime mortgage debt was in 2007.
Moreover, the stock of “leveraged loans” has grown sharply in
recent years, with many policymakers issuing warnings about its
risks. Their worries are based on three characteristics leveraged
loans share with the subprime-mortgage boom: securitization,
deteriorating quality and insufficient regulatory oversight.
Collateralized loan obligations (CLO) in particular soak up more
than half of the issuance of leveraged loans in America and 85%
of new issuance consists of “covenant-light” loans.
We have similar concerns about the booming private equity
markets, where AUM has reached over $3.4 trillion and
valuations are just shy of the excesses reached in 2007. We
firmly believe that the corporate debt market will be at the
epicenter of the next financial crisis. Just as distinguished
economist Hyman Minsky would have predicted, a decade
characterized by record low interest rates and a flood of central
bank liquidity has produced an accident just waiting to happen.

MANUFACTURING MARGINS HAVE PEAKED
Four factors explain why manufacturers’ margins have more
than doubled over the last two decades: (i) the reduction
in effective tax rates; (ii) the decline in interest rates; (iii)
wage savings from offshoring; and (iv) the reduced wage bill
resulting from more efficient domestic plants. The first two of
these factors are likely fully played out, with the third starting
to reverse over the last two years, and the last continuing
to plod along, but not moving the needle very much. With
opportunities for labor cost arbitrage largely behind us,
and global supply chains under threat from trade tensions
(especially pertaining to tech hardware), the likelihood of
further margin expansion is quite low in our view (Figure 2).

Mean post-1960

*Please see “The Return of Price Discovery” (July 2018) and “The Winds of
Change” (December 2017)
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Consensus expects S&P 500 EPS growth of only 3% this year,
down markedly from 20% in 2018 (due in large part to the EPS
sugar high that resulted from the end-2017 tax reform). However,
consensus expects EPS growth to bounce back to 12% in 2020,
an outcome that assumes significant margin expansion. As
mentioned, we are thoroughly skeptical regarding the possibility
of double-digit earnings growth at this stage of the cycle.

figure 2: u.s. manufacturing margins have peaked
The factors that have driven the dramatic increase in margins are
largely played out and potentially going into reverse
18
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The roughly $10 trillion in negative yielding bonds globally attests
to monetary policy’s inability to vanquish secular stagnation.
This is a major reason for the sudden interest in unconventional
policies and approaches. MMT proponents believe fiscal policy
should drive monetary policy (with the nation’s central bank
mandated to carry out the bidding of its treasury).
MMT challenges a core principle of conventional economics,
which is that an increase in public debt and budget deficits will
tend to raise interest rates, all else equal. While we are not fans
of MMT, we must admit that they do have a point here (Figure
3). Thus, we believe fiscal policy will likely become an even more
active policy tool, with an even more expansionary bias, over
coming years.

14
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figure 3: since the early ‘80s government debt has
soared while rates have plummeted
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Textbooks argue that higher government debt will drive up interest
rates, crowding out the private sector. However, correlation between
the two over the last 20 years has been -86.9%.
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MMT: WHY NOW?

MMT proposes that a country with its own currency, such as the
U.S., doesn’t have to worry about accumulating too much debt
because it cannot go broke — it can always print more money to
pay interest. So, the only true constraint on spending is inflation,
which should accelerate if the output gap is positive (that is,
GDP is above potential). However, if the output gap is negative,
MMT implies the government can spend whatever it deems
appropriate to maintain full employment (and achieve other
goals, such as halting climate change). After all, in the modern
era of “fiat” currency, governments no longer need to worry
about having enough gold to back their paper money.
Crucially, MMT aspires to swap the roles of monetary and fiscal
policy. The former relies on tweaking short-term interest rates and
occasionally implementing unconventional policies like QE. However,
while most acknowledge QE’s crucial role in repairing temporary
illiquidity from 2008 to 2010, a majority of commentators question
the efficacy of subsequent QE experiments.
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Modern monetary theory (MMT) has received a great deal of
media attention lately. Its proponents have been encouraged by
the benign inflation backdrop and the lack of any discernable
relationship between sovereign debt/deficit levels and interest
rates. A growing minority of politicians believe this disconnect
provides them with a green light to promise aggressive fiscal
policies. In fact, even if uncredited, MMT is probably a good
framework for understanding fiscal policy since the early 2000s,
and maybe as far back as Reagan. Moreover, MMT will likely
be used to justify further fiscal expansion regardless of the
outcome in November 2020.
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Source: Bloomberg, Epoch Investment Partners

The current U.S. deficit is the largest it has ever been outside of
wartime and recession. Moreover, it is occurring toward the end
of what seems destined to be the longest recovery in the history
of the U.S. Note that at the same point in the 1991 to 2001
recovery, we enjoyed a budget surplus of over 2%. In our view,
the current budget deficit is indefensible and suggests we may
already be living in an MMT world.
A record deficit 10 years into an expansion would leave Keynes
flabbergasted, but it is likely just a taste of what is to come.
In spite of the concerns described above, our outlook is for
relatively benign markets during the remainder of 2019, but
followed by a rockier path in 2020 and 2021. Epoch has always
favored companies that consistently and sustainably generate
free cash flow, and possess superior managements with a proven
track record of allocating that cash flow wisely between return
of capital options and reinvestment/acquisition opportunities.
We believe such companies are the most probable winners and
the ones most likely to provide investors with the best returns.
In today’s challenging, late-cycle investment environment we
believe these principles are ever more important.
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Strategy Performance as of March 31, 2019
U.S. STRATEGIES
IN USD
U.S. VALUE

Annualized Returns
QTR

YTD

1
Year

Risk Statistics — Since Inception

3
5
10 Since
Years Years Years Incept.

Std
Dev.

Sharpe Inform.
Ratio Ratio Alpha

Beta

R2

Epoch Gross Return

13.06 13.06 4.95 11.05 8.56 13.97

8.26

Epoch Net Return

12.97 12.97 4.62 10.70 8.21 13.60

7.76

Russell 1000

14.00 14.00 9.30 13.52 10.63 16.05

7.31

14.38% 0.42

0.22 1.55% 0.91

0.91

Russell 1000 Value

11.93 11.93 5.67 10.45 7.72 14.52

6.93

14.54% 0.39

0.25 2.11% 0.87

0.87

S&P 500

13.65 13.65 9.50 13.51 10.91 15.92

7.06

14.20% 0.40

0.27 1.74% 0.91

0.90

Epoch Gross Return

13.80 13.80 4.23 12.11 9.28 15.00 11.60

13.43% 0.68

Epoch Net Return

13.65 13.65 3.69 11.53 8.72 14.42 10.83

Russell 3000

14.04 14.04 8.77 13.48 10.36 16.00

9.81

14.80% 0.50

0.27 3.43% 0.81

0.81

Russell 3000 Value

11.93 11.93 5.30 10.50 7.56 14.50

9.56

14.43% 0.49

0.31 3.53% 0.83

0.79

Epoch Gross Return

12.21 12.21 0.47

9.53

5.85 14.70 10.08

16.43% 0.54

Epoch Net Return

12.12 12.12 0.11

9.11

5.43 14.24

Russell 2000

14.58 14.58 2.05 12.92 7.05 15.36 10.40

18.36% 0.50 (0.06) 1.05% 0.86

0.92

Russell 2000 Value

11.93 11.93 0.17 10.86 5.59 14.12

9.63

18.21% 0.46

0.07 1.77% 0.85

0.89

Epoch Gross Return

13.39 13.39 (0.92) 8.96

6.06 15.04

8.18

17.35% 0.42

Epoch Net Return

13.30 13.30 (1.29) 8.53

5.64 14.61

7.72

Russell 2500

15.82 15.82 4.48 12.56 7.79 16.23

8.55

18.05% 0.42 (0.10) 0.11% 0.94

0.96

Russell 2500 Value

13.12 13.12 1.84

6.02 15.03

7.06

17.85% 0.34

0.23 1.51% 0.94

0.93

Epoch Gross Return

12.46 12.46 2.15 10.33 8.16 15.10

9.14

15.11% 0.52

Epoch Net Return

12.39 12.39 1.82

7.75 14.71

8.68

Russell 3000

14.04 14.04 8.77 13.48 10.36 16.00

9.02

14.41% 0.54

0.03 0.10% 1.01

0.93

U.S. EQUITY
SHAREHOLDER YIELD

Epoch Gross Return

11.32 11.32 10.18 10.36 9.96

-

12.81

9.17% 1.34

Inception date: 6/30/2012

Epoch Net Return

11.23 11.23 9.83 10.03 9.65

-

12.45

Russell 1000 Value

11.93 11.93 5.67 10.45 7.72

-

11.94

0.18 3.48% 0.77

0.79

Inception date: 7/31/2001

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

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

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

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

9.85

9.93
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13.66% 0.51

9.44

10.62% 1.07
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GLOBAL & INTERNATIONAL
STRATEGIES IN USD
GLOBAL EQUITY
SHAREHOLDER YIELD
Inception date: 12/31/2005

GLOBAL CHOICE
Inception date: 9/30/2005

GLOBAL ABSOLUTE
RETURN
Inception date: 12/31/2001

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

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

GLOBAL SMALL CAP
Inception date: 12/31/2002

GLOBAL ALL CAP
Inception date: 12/31/2007

GLOBAL EQUITY
CAPITAL
REINVESTMENT
Inception date: 6/30/2013
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Annualized Returns
QTD

YTD

1
Year

Risk Statistics — Since Inception

3
5
10 Since
Years Years Years Incept.

Std Sharpe Inform.
Dev. Ratio Ratio Alpha Beta

Epoch Gross Return

10.59 10.59 6.08

6.67

5.14 11.99 7.74

Epoch Net Return

10.48 10.48 5.66

6.25

4.72 11.56 7.26

MSCI World (Net)

12.48 12.48 4.01 10.68 6.78 12.38 6.12

15.14% 0.33

Epoch Gross Return

12.39 12.39 5.14 10.81 6.92 12.41 9.04

14.21% 0.55

Epoch Net Return

12.22 12.22 4.50 10.16 6.30 11.77 8.32

MSCI World (Net)

12.48 12.48 4.01 10.68 6.78 12.38 6.24

15.04% 0.34

Epoch Gross Return

7.91

7.91

4.78 12.11 5.81 11.35 9.89

12.18% 0.71

Epoch Net Return

7.65

7.65

3.79 10.91 4.58 10.01 8.48

MSCI World (Net)

12.48 12.48 4.01 10.68 6.78 12.38 6.46

BarCap U.S. Aggregate

2.94

Epoch Gross Return

2.94

4.48

2.03

2.74

R2

12.20% 0.54

0.28 2.91% 0.75

0.87

0.53 3.36% 0.89

0.88

14.74% 0.35

0.45 5.09% 0.71

0.74

0.43 11.43% (0.15) 0.00

3.77

4.36

3.37% 0.91

10.42 10.42 (5.19) 4.26

1.23 8.52

3.61

17.01% 0.19

Epoch Net Return

10.29 10.29 (5.59) 3.82

0.80 8.18

3.29

MSCI EAFE (Net)

9.98

9.98 (3.71) 7.27

2.33 8.96

3.16

17.88% 0.15

Epoch Gross Return

10.05 10.05 (13.53) 5.07

1.35 11.40

7.47

18.22% 0.34

Epoch Net Return
MSCI World ex USA Sm
Cap (Net)

9.87

9.87 (14.14) 4.32

0.63 10.63

6.65

10.93 10.93 (8.66) 7.28

3.69 12.25

6.00

18.09% 0.26

Epoch Gross Return

11.80 11.80 (7.97) 6.18

3.17 12.51 10.31

15.25% 0.59

Epoch Net Return

11.75 11.75 (8.16) 5.98

3.00 12.26

0.16 0.56% 0.94

0.98

0.36 1.56% 0.98

0.95

MSCI World Sml Cap (Net) 13.72 13.72 (1.50) 10.39 5.99 14.73 11.08

16.99% 0.58 (0.16) 0.63% 0.86

0.93

Epoch Gross Return

12.26 12.26 (1.14) 7.75

4.57 11.30

5.12

14.12% 0.33

Epoch Net Return

12.12 12.12 (1.60) 7.30

4.13 10.64

4.47

MSCI World (Net)

12.48 12.48 4.01 10.68 6.78 12.38

4.71

16.04% 0.26

Epoch Gross Return

13.50 13.50 4.31 11.57 8.61

-

10.38

11.16% 0.87

Epoch Net Return

13.37 13.37 3.86 11.11 8.00

-

9.72

MSCI World (Net)

12.48 12.48 4.01 10.68 6.78

-

9.01
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9.82

10.97% 0.76

0.09 1.01% 0.85

0.92

0.45 1.50% 0.98

0.92

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 Investment Partners, Inc. claims
compliance with the Global Investment Performance Standards (GIPS®)
2. 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
U.S. Value

CREATION
DATE
June 2004

CURRENT
BENCHMARK
Russell 1000;
Russell 1000
Value; S&P 500

COMPOSITE DESCRIPTION
U.S. Value pursues long-term capital appreciation by investing in 40-60 large capitalization U.S. companies. As fundamental investors with a long-term orientation, we select companies based on their ability to
generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification and risk control measures that should result in belowaverage portfolio volatility.

U.S. All Cap
Value

June 2004

Russell 3000;
Russell 3000
Value

U.S. All Cap Value pursues long-term capital appreciation by investing in a portfolio of 50-60 stocks across a broad range of market capitalizations. As fundamental investors with a long-term orientation, we
select companies based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification and risk control
measures that should result in below-average portfolio volatility. 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 pursues long-term capital appreciation by investing in a portfolio of 60-90 small-capitalization U.S. companies. As fundamental investors with a long-term orientation, we select companies
based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process balances investing in our convictions with diversification and
rigorous risk control. We limit the market capitalization of the securities in the portfolio to that of the Russell 2000 Index at time of purchase.

U.S. SMID Cap
Value

September
2006

Russell 2500;
Russell 2500
Value

U.S. SMID Cap Value pursues long-term capital appreciation by investing in a portfolio of 60-90 small- and mid-capitalization U.S. companies. As fundamental investors with a long-term orientation, we select
companies based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification and risk control
measures that should result in below-average portfolio volatility. We limit the market capitalization of the securities in the portfolio to that of the Russell 2500 Index at time of purchase.

U.S. Choice

May 2005

Russell 3000

U.S. Choice pursues long-term capital appreciation by investing in a concentrated portfolio of leading U.S. companies we believe have superior risk-reward profiles. Our bottom-up security selection and risk
management process leads to a portfolio of 20-35 stocks. The portfolio reflects the highest-conviction ideas of our investment team as appropriate for a concentrated portfolio. Companies are selected based on
their ability to generate free cash flow and allocate it intelligently to benefit shareholders.

U.S. Equity
Shareholder
Yield
Non-U.S.
Equity

July 2012

Russell 1000
Value

August
2008

MSCI EAFE
Index (Net)

Global Equity
Capital
Reinvestment

June 2013

MSCI World
Index (Net)

U.S. Equity Shareholder Yield pursues attractive total returns with an above-average level of income by investing in a diversified portfolio of U.S. companies with strong and growing free cash flow. Companies in the
portfolio possess managements that focus on creating value for shareholders through consistent and rational capital allocation policies with an emphasis on cash dividends, share repurchases and debt reduction —
the key components of shareholder yield. The portfolio generally holds between 75 and 120 stocks, with risk controls to diversify the sources of shareholder yield and minimize volatility.
Non-U.S. Equity strategy pursues long-term capital appreciation by investing in a diversified portfolio of 60-80 stocks outside the U.S. As fundamental investors with a long-term orientation, we select companies
based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification and risk control measures that
should result in below-average portfolio volatility.
Global Equity Capital Reinvestment focuses on companies that reinvest in their businesses to grow free cash flow. We seek companies that are good capital allocators, and that use capital effectively to fund
internal projects or to make acquisitions. Our research indicates that companies that make investments, internally or externally, that generate a marginal return on invested capital that exceeds their marginal cost
of capital will increase in value. Global Equity Capital Reinvestment pursues attractive total returns by investing in a diversified portfolio of these companies with persistent, high return on invested capital (ROIC)
which is achieved through their allocation to the growth-oriented uses of free cash flow, namely investment in internal projects and acquisitions. The portfolio generally holds between 90 and 130 stocks from
equity markets worldwide, with risk controls to diversify the sources of growth and reduce volatility.

CREATION
DATE
January
2006

CURRENT
BENCHMARK
MSCI World
(Net)

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
Absolute
Return

June 2004

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

Non-U.S.
Small Cap

February
2005

MSCI World
ex-USA Small
Cap (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.
Effective 7/1/2009, performance information for this composite 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.

Global Small
Cap

June 2004

MSCI World
Small Cap
(Net)

COMPOSITE
Global Equity
Shareholder
Yield

PREVIOUS BENCHMARK HISTORY
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.

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.

COMPOSITE DESCRIPTION
Global Equity Shareholder Yield pursues attractive total returns with an above-average level of income by investing in a diversified
portfolio of global companies with strong and growing free cash flow. Companies in the portfolio possess managements that focus
on creating value for shareholders through consistent and rational capital allocation policies with an emphasis on cash dividends,
share repurchases and debt reduction — the key components of shareholder yield. The portfolio generally holds between 90 and
120 stocks from equity markets worldwide, with risk controls to diversify the sources of shareholder yield and minimize volatility.
Global Choice pursues long-term capital appreciation by investing in a concentrated portfolio of global businesses we believe
have superior risk-reward profiles. Our bottom-up security selection and risk management process leads to a portfolio of 25-35
stocks. The portfolio reflects the highest-conviction ideas of our investment team as appropriate for a concentrated portfolio.
Companies are selected based on their ability to generate free cash flow and allocate it intelligently to benefit shareholders.
Global Absolute Return targets attractive returns over time without assuming a high degree of capital risk by constructing a
concentrated portfolio of global businesses we believe have superior risk-reward profiles. The portfolio consists of 25-35 securities
reflecting the highest-conviction ideas of our investment team as appropriate for a concentrated portfolio. Companies are selected
based on their ability to generate free cash flow and allocate it intelligently to benefit shareholders. Portfolio risk exposure is
managed through the ability to allocate to cash using quantitative and qualitative asset allocation inputs to lessen the likelihood
of loss of capital.
Non-U.S. Small Cap pursues long-term capital appreciation by investing in growing, attractively valued non-U.S. companies with
market capitalizations below $5 billion. It offers investors access to under-researched companies with high return potential in
growing segments of non-U.S. markets. The strategy aims to exploit inefficiencies in the asset class by selecting individual companies
using our free-cash-flow valuation methodology. Our bottom-up security selection and risk management process leads to a portfolio
of 75-100 stocks.
Global Small Cap pursues long-term capital appreciation by investing in growing, attractively valued U.S. and non-U.S. companies
with market capitalizations below $5 billion. It offers investors access to under-researched companies with high return potential in
growing segments of global markets. The strategy aims to exploit inefficiencies in the asset class by selecting individual companies
using our free-cash-flow valuation methodology. Our bottom-up security selection and risk management process leads to a portfolio
of 70-90 stocks.

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 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. 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 significant 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, 2018 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.

399 Park ave, new york, ny 10022

T: 212 303 7200

www.eipny.com

