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in the news

• C
 EO and Co-CIO Bill Priest joined
BNN’s Money Talk to discuss the
ongoing trade tensions between the
U.S. and China and how “blitzscaling,”
low interest rates, smartphones and
social media are contributing to a
booming market for IPOs.
— June 5, 2019
U.S.-China “Cold War” Heats Up
Booming Market for IPOs

• Portfolio Manager John Tobin joined
BNN’s Money Talk to discuss what risks
to be mindful of and companies he’s
looking at this earnings season. He
stresses the importance of focusing
on companies that are generating free
cash flow and have transparent capital
allocation policies, with dividends
always being positive.
— April 11, 2019

Spotlight — The Future of Autonomous Vehicles:
The Road Ahead
A conversation with Jérôme Van Der Ghinst, CFA — Director, Research Analyst

QUESTION. What exactly is an autonomous vehicle and are we likely to
see them on our streets anytime soon?
ANSWER. We should think about autonomous vehicles and the road
to full automation on a spectrum. The Society of Automotive Engineers
(SAE) has defined six levels of vehicle automation ranging from “No Automation” (Level
0) to “Full Automation” (Level 5). We have already reached “High Automation” (Level 4),
which implies that a vehicle is able to perform all driving functions under certain conditions. This is currently limited, however, to fixed routes and/or relatively small geofenced
areas. To achieve “Full Automation” (Level 5), we will need to make progress in terms of
regulation, infrastructure and technology. The technology is now clearly more advanced
than the regulation, and it will take time for the regulation (as well as the infrastructure)
Article continued on page 3

Quarterly Investment Update — 2% Bond Yields:
Implications for Equity Investors
By William W. Priest, CFA — CEO, Co-CIO and Portfolio Manager

The U.S. 10-year Treasury yield hit a cyclical peak of just over 3.2% last
November, driven higher by two factors: the fleeting growth spurt that resulted
from the Tax Cuts and Jobs Act (passed in late-2017) and the Fed’s valiant
attempt to normalize policy rates. However, the prospect of higher rates had
a surprisingly swift and adverse impact on the growth trajectory (particularly
housing, autos and capex), reflecting the massive economywide buildup of leverage that has
occurred over the last decade or so.
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 $36.8B

As of June 30, 2019 in U.S. Dollars

GLOBAL STRATEGIES

U.S. STRATEGIES

Global Choice
$4.1B

Global Shareholder
Yield
$14.9B

Global Equity
$2.9B

$25.1B

U.S. Equity
Shareholder Yield
$3.4B

U.S. Large Cap
$5.0B

$11.7B

Non-U.S. Large Cap
$2.7B
Global & Non-U.S.
Small Cap
$0.5B

U.S. Small/SMID Cap
$1.2B

U.S. All Cap/Choice
$2.1B

Totals may not add due to rounding.

EVENTS AND ANNOUNCEMENTS

RECENT INSIGHTS

Epoch is excited to announce its Actively Speaking Podcast!
Join us each episode as host and Portfolio Manager Steven Bleiberg
takes on current topics and issues facing today’s investor. Here’s a
look at the topics you can expect from our first episodes:
•
•
•
•

Active Management
Autonomous Vehicles
Capital Markets Updates
The Limits of Modern Portfolio Theory

•
•
•
•

The U.S. Retail Sector
The Small Cap Size Paradox
Trump, Tech and Trade
Unicorns and IPOs

Actively Speaking is available on:
• Apple Podcast
Click to Listen

• Google Play

• Epoch’s Website

Click to Listen

Click to Listen

Capital Markets Outlook Webinar
Co-CIOs Bill Priest and David Pearl were joined by Investment
Strategist Kevin Hebner to discuss:
• The Digital Iron Curtain: A New Cold War — The role of technology
in the current trade war between the U.S. and China and the
possibility that the dispute represents a new cold war
• U.S. Outlook: Moderation, Not Recession — Why U.S. economic
growth may slow, but not reverse
• Blitzsale and Hope: Unicorns, IPOs and the Dot-Com Bubble —
The reasons for and against the belief that the current market
environment is a repeat of the dot-com bubble
Replay available at www.eipny.com/webcasts-transcripts

For our latest Insights, follow Epoch on social media

www.linkedin.com/company/epochinvest
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Blitzscale and
Hope: Unicorns,
IPOs and the Fear
of Repeating the
Late 1990s
Is the current surge in
IPO listings indicating
a repeat of the excesses of the dot-com
boom? We look at the reasoning used
by those who think it is — IPO supply,
profitability and VC funding. We also look
at why some believe that the current
situation is different — median age of
tech IPOs and sales growth. Finally, we
see how investors can look at these
companies through a free-cash-flow lens.

Read More
The P/E Ratio: A
User’s Manual
Does the a P/E ratio
tell you if a company
it is fairly valued? We
explore the discounted
cash flow (DCF)
valuation model and importance of
return on invested capital (ROIC); how
the P/E ratio does not tells us what
most think it does; and how to use the
DCF model to deconstruct P/E ratios to
better understand what they do tell us.

Read More

@epochinvest
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Spotlight: The Future of Autonomous Vehicles: The Road Ahead(continued)
society of automotive engineers automation levels

0

No
Automation

Driver performs all tasks

1

Driver
Assistance

Driver controls vehicle; some driving
assist features may be included

Partial
Automation

Vehicle has automated functions
(e.g., acceleration, steering); driver
must remain engaged and monitor
the environment

3

Conditional
Automation

Driver doesn’t need to monitor the
environment but must be able to take
control with notice

4

High
Automation

Vehicle can perform all functions
under certain conditions; driver has
option to take control

5

Full
Automation

Vehicle can perform all functions
under all conditions; driver has option
to take control

2

Source: NHTSA.gov, SAE

to catch up. As a result, it will likely be a decade or more before
we see fully autonomous vehicles regularly on the roads.

QUESTION. Who is developing these cars?
ANSWER. Many automakers and technology companies are
working on various aspects of autonomous vehicle development. While traditional automakers were slow and unprepared
to handle the pace of technological change initially, auto
industry leaders have enhanced their internal capabilities and
invested significantly to contribute meaningfully to autonomous
vehicle development. Today an average high-end luxury car’s
software has more lines of code than a Boeing 787, Microsoft
Office or the Large Hadron Collider. Many technology companies operating in a variety of segments like ride-sharing (Uber),
transportation (Waymo), consumer electronics (Apple) and
semiconductors (Intel and NVIDIA) are also working on various
aspects of autonomous vehicle development. The technology
companies have significant competitive advantages in software
development compared to the automakers, which have been
more focused on hardware traditionally. The main challenge
facing the technology companies is that auto industry protocols
are very different than those they encounter in their primary
industries. To achieve full automation, we believe that there
will need to be continued and increased collaboration between
existing auto industry incumbents and new technology entrants
to leverage each side’s core competencies.
QUESTION. How will the development of autonomous vehicles
impact car companies?
ANSWER. Autonomous vehicles will have an impact on traditional automakers, but the timing and magnitude of the impact
remains largely unclear. Based on the current development
trajectory, autonomous vehicles are being used for robo-taxi
applications rather than sold for individual ownership. Waymo’s
Early Rider program in Phoenix where vehicles are being used
to offer taxi-like services in a metro area is an example of
“High Automation” (Level 4). Only “Partial Automation” (Level
3

2) and to a lesser extent “Conditional Automation” (Level 3)
vehicles are being sold for individual ownership by automakers
today. Ultimately, the potential impact will be determined in
large part by how vehicles are being owned and/or used. If we
move from a traditional vehicle ownership model to a mobility
as a service model, the implications for the traditional automakers will be significant, as their existing business models will
be disrupted.

QUESTION. What other industries might be impacted by the
development of autonomous vehicles?
ANSWER. Many industries will likely be impacted by autonomous vehicles, but one of the more obvious ones to highlight is
the insurance industry. Autonomous vehicles have the potential
to save many lives and reduce injuries. In the United States,
more than 37,000 people die in motor-vehicle-related crashes
each year, and it is estimated that more than 90% of serious
crashes are due to human error. If autonomous vehicles deliver
on their promise to reduce drastically the number of vehicle-related injuries/deaths, the insurance industry will need to revisit
the need for and pricing of its relevant policies. One industry
that will be impacted that may seem less obvious is real estate.
Autonomous vehicles would allow for a significant amount
of unnecessary parking spaces to be redeveloped into more
productive commercial or residential property. For example, it is
estimated that the land used for vehicle parking in Los Angeles
is more than 17 million square meters, which is equivalent to
nearly 1,400 soccer fields. As autonomous vehicles allow for
parking lots in urban centers to be repurposed, the real estate
landscape in major cities could be transformed significantly.
QUESTION. Will autonomous vehicles have the same impact
across developed and emerging markets?
ANSWER. Autonomous vehicle development plans and adoption rates are likely to vary widely across developed and emerging markets. Regulation, infrastructure, technology and affordability will be some of the most important factors driving the
potential impact across developed and emerging markets. While
regulation may evolve more quickly in some emerging markets,
infrastructure, technology and affordability could be significant
rate-limiting factors compared to many developed markets
for some time. The potential impact of autonomous vehicles is
likely to vary meaningfully because of these critical factors, and
it is difficult to ascertain the likely differences between developed and emerging markets today.
Jérôme is an equity research analyst. Prior to joining Epoch in 2014, Jérôme
was an analyst at AllianceBernstein, where he focused on emerging and
frontier markets. Before AllianceBernstein, he held research positions
at Hutchinson Capital Management, The Capital Group and Citigroup.
Jérôme received his BA in Political Science and International Studies from
the University of Chicago.
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For a more detailed discussion on
autonomous vehicles, tune into the
Actively Speaking podcast - Episode 3.

Quarterly Investment Update — 2% Bond Yields: Implications for
Equity Investors (continued)
At the same time, downside risks to the economy increased as trade
tensions came to the fore and economic momentum rolled over in
the world ex-U.S. Further, in spite of the record-setting expansion
and tight labor market, inflation failed to accelerate (in our view this
largely reflects the deflationary impact of technology). This set the
backdrop for the “Powell Pivot,” in which a vacillating and unmoored
Fed promised multiple insurance cuts, just in case downside risks
materialized. As a result, the 10-year Treasury yield dropped by over
100 bps and even managed to break through 2% on a number of
occasions, while the S&P 500 charged ahead, chalking up its best first
half since 1997.
The decline in bond yields over the last couple quarters has provided
a strong boost to equity markets and has been the subject of a great
many headlines. However, we believe the longer-term picture is
arguably even more important, although it has received much less
attention. In particular, note that the average 10-year bond yield during
the current recovery is only 2.4%, leagues below that experienced in
previous expansions (Figure 1). Moreover, the Bloomberg consensus
expects the 10-year yield to remain low, forecasting it to end 2019 at
2.3% and 2020 at 2.5%.

figure 1: u.s. bond yields have ratcheted markedly
lower during each of the last four expansions
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To a large extent, we believe the decline in bond yields over
recent decades reflects a more modest growth outlook. For
example, U.S. real GDP growth averaged over 4% in the 1950s
and 1960s, followed by just over 3% in the 1970s, 1980s
and 1990s. However, over the last two decades, growth has
decelerated to roughly 2% (which also happens to be the post1870 mean).
Moreover, the San Francisco Fed estimates that the new normal
pace for U.S. GDP growth is somewhere between 1.5% and 1.75%,
noticeably slower than the typical pace experienced since World
War II. The slowdown stems mainly from two developments:
demographic trends that have reduced labor force growth,
about which there is relatively little uncertainty; and declining
productivity growth, which is more difficult to comprehend and
poses a larger challenge.

14
12

figure 2: until recently, negative yielding bonds
were a rarity, but they could soon represent a
majority of global sovereign bonds

Avg nominal 10Y yield (%)

Source: Bloomberg, Epoch Investment Partners

What has caused the dramatic decline in nominal bond yields
over the last four decades? While lower inflation accounted for
the majority of the decline from the 1980s to the 1990s, it has
played only a minor role since then. Much more important has
been the decline in the real yield, which has averaged only 0.9%
during the current expansion (down conspicuously from a mean
of 4.2% in the 1990s and 2.5% the following decade).
It is crucial to keep in mind that the decline in bond yields is a
global phenomenon, and has been even more severe in many
European countries. Partially due to the European Central
Bank’s QE policies, 10-year nominal bond yields are negative in
Germany, France, Switzerland and six other European countries.
Globally, there now exists over US$13 trillion of negative
yielding bonds, representing 45% of global sovereign issuances
(Figure 2).

Achieving GDP growth consistently above 1.75% will require much
faster productivity growth than the U.S. has typically experienced
since the 1970s (Figure 3). This is true even if we agree with the
Fed that output and productivity are being underestimated by
at least 0.3 percentage points per year, because of difficulties
in measuring the impact of new technologies (including “free”
digital goods).

figure 3: total factor productivity growth has
averaged a tepid 0.6% this decade
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Although demographic trends and labor force growth are much
more predictable than productivity, the prevailing direction is
equally troubling, at least in terms of its impact on economic
growth. Recently the U.S. population has been increasing at a
rate of about 0.7% per year, down dramatically from its post1950 mean of 1.1% (Figure 4). However, according to the UN’s
latest population projections, this is expected to decline even
further, to 0.3% to 0.4%, by 2050.

1.4%, while those for Japan are 2.5% and 2.0%. These equity yield
numbers are very powerful and make a strong case for owning
equities, especially where the shareholder yield total is both
sustainable and likely to grow.
As a result of the above points, it is ever more important to favor
companies with a demonstrated ability to produce free cash
flow and allocate that cash flow wisely between reinvestment/
acquisition opportunities and return of capital options.

figure 4: u.s. population growth rate has declined
dramatically and is expected to fall even further
over coming decades
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The demographic headwind is even more pronounced for the
developed world ex-U.S., where the population is currently
growing by only 0.2% per year and will turn negative during
the next decade or two. The populations of Japan and Italy are
already shrinking. Last year, fewer than 440,000 children were
born in Italy, a 4% decline from 2017, and the lowest number
since the country’s creation in 1861. This development is also a
challenge for many emerging market countries, such as China,
where population growth is forecast to turn negative within the
decade. At that point we believe China’s trend growth rate will
be close to 3%, down dramatically from that experienced over
the last decade or two.

LOWER FOR LONGER: INVESTMENT IMPLICATIONS
While there are many ramifications of the low-growth, low-rate
environment discussed above, this note touched on just two
of them. First, if trend nominal GDP growth is now 4% to 5%,
it might prove unrealistic to expect S&P 500 earnings to grow
at 8%+ on a sustainable basis. That said, in today’s capital-lite
world, we expect many companies to return a large and possibly
growing proportion of their free cash flow to shareholders,
either via dividends or buybacks. This strongly suggests the
importance of shareholder yield is likely to increase over the
medium to longer term.
Second, in most markets, the equity yield is far superior to
bond yields. The U.S. has a dividend yield of just under 2%, with
buybacks running at 3.5% (although it is important to distinguish
between the roughly one-third of buybacks that are funded by
issuing debt versus the remainder that are paid for out of cash
flow). The corresponding numbers for Europe are 3.7% and
5
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Strategy Performance as of June 30, 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

7.17 21.17 9.56 13.40 9.13 13.02

8.56

Epoch Net Return

7.09 20.99 9.23 13.05 8.79 12.65

8.06

Russell 1000

4.25 18.84 10.02 14.15 10.45 14.77

7.45

14.47% 0.42

0.26 1.68% 0.91

0.91

Russell 1000 Value

3.84 16.24 8.46 10.19 7.46 13.19

7.06

14.63% 0.39

0.28 2.26% 0.88

0.87

S&P 500

4.30 18.54 10.42 14.19 10.71 14.70

7.21

14.30% 0.41

0.30 1.87% 0.92

0.90

Epoch Gross Return

7.02 21.79 9.60 14.49 9.94 14.05 11.78

13.54% 0.69

Epoch Net Return

6.89 21.48 9.03 13.90 9.37 13.48 11.01

Russell 3000

4.10 18.71 8.98 14.02 10.19 14.67

9.88

14.87% 0.50

0.29 3.51% 0.82

0.81

Russell 3000 Value

3.68 16.05 7.34 10.19 7.31 13.14

9.62

14.50% 0.50

0.33 3.61% 0.83

0.79

Epoch Gross Return

2.49 15.00 (1.94) 9.26

5.93 12.82 10.08

16.59% 0.53

Epoch Net Return

2.40 14.81 (2.29) 8.86

5.51 12.37

Russell 2000

2.10 16.98 (3.31) 12.30 7.06 13.45 10.37

18.42% 0.49 (0.05) 1.02% 0.86

0.92

Russell 2000 Value

1.38 13.47 (6.24) 9.81

5.39 12.40

9.57

18.27% 0.45

0.08 1.77% 0.86

0.89

Epoch Gross Return

3.01 16.81 (1.64) 8.82

6.05 13.08

8.26

17.50% 0.41

Epoch Net Return

2.92 16.62 (2.00) 8.40

5.63 12.65

7.81

Russell 2500

2.96 19.25 1.77 12.34 7.66 14.44

8.63

18.11% 0.42 (0.10) 0.09% 0.95

0.96

Russell 2500 Value

1.89 15.26 (1.92) 8.98

5.55 13.28

7.08

17.92% 0.34

0.24 1.55% 0.94

0.93

Epoch Gross Return

7.28 20.64 8.31 13.42 8.83 14.20

9.52

15.25% 0.54

Epoch Net Return

7.23 20.51 8.01 13.03 8.43 13.82

9.06

Russell 3000

4.10 18.71 8.98 14.02 10.19 14.67

9.17

14.53% 0.54

0.09 0.30% 1.01

0.93

U.S. EQUITY
SHAREHOLDER YIELD

Epoch Gross Return

3.24 14.92 11.67 9.64

9.48

-

12.84

9.41% 1.30

Inception date: 6/30/2012

Epoch Net Return

3.16 14.74 11.32 9.30

9.17

-

12.48

Russell 1000 Value

3.84 16.24 8.46 10.19 7.46

-

12.09

0.15 3.45% 0.76

0.80

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
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13.80% 0.52

9.45

11.09% 1.03
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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
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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

1.77 12.57 7.43

6.42

4.31 10.72 7.73

Epoch Net Return

1.67 12.35 7.00

6.00

3.90 10.30 7.25

MSCI World (Net)

4.00 16.98 6.33 11.77 6.60 10.72 6.31

15.21% 0.34

Epoch Gross Return

5.58 18.69 7.23 12.92 7.87 11.50 9.30

14.29% 0.57

Epoch Net Return

5.41 18.33 6.58 12.25 7.24 10.88 8.58

MSCI World (Net)

4.00 16.98 6.33 11.77 6.60 10.72 6.43

15.11% 0.34

Epoch Gross Return

4.48 12.78 4.32 13.59 6.70 10.43 10.02

12.16% 0.72

Epoch Net Return

4.24 12.25 3.34 12.39 5.48

MSCI World (Net)

4.00 16.98 6.33 11.77 6.60 10.72 6.60

BarCap U.S. Aggregate

3.08

Epoch Gross Return

6.11

7.87

2.31

2.95

9.10

R2

12.25% 0.54

0.25 2.76% 0.75

0.87

0.55 3.44% 0.89

0.88

14.80% 0.36

0.45 5.13% 0.71

0.74

0.43 11.63% (0.16) 0.00

8.62

3.90

4.48

3.38% 0.94

3.96 14.79 (0.64) 6.23

1.54 6.75

3.90

16.94% 0.20

Epoch Net Return

3.83 14.53 (1.08) 5.79

1.11 6.41

3.57

MSCI EAFE (Net)

3.68 14.03 1.08

9.11

2.25 6.90

3.43

17.83% 0.17

Epoch Gross Return

0.90 11.04 (12.97) 6.52

1.53 8.78

7.40

18.19% 0.34

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

0.76 10.71 (13.55) 5.77

0.82 8.04

6.58

1.76 12.88 (6.17) 8.38

3.39 9.19

6.02

18.04% 0.26

Epoch Gross Return

0.61 12.49 (10.78) 6.25

3.04 10.34 10.19

15.34% 0.58

Epoch Net Return

0.57 12.39 (10.96) 6.04

2.87 10.09

MSCI World Sml Cap (Net)

0.17 0.60% 0.94

0.98

0.34 1.47% 0.98

0.95

1.97 15.96 (2.73) 10.52 5.72 12.15 11.03

17.01% 0.57 (0.18) 0.52% 0.87

0.93

Epoch Gross Return

7.16 20.29 5.98 10.09 5.75 10.54

5.64

14.27% 0.36

Epoch Net Return

7.03 20.03 5.51

5.30 9.90

4.99

MSCI World (Net)

4.00 16.98 6.33 11.77 6.60 10.72

4.96

16.09% 0.27

11.62% 0.88

9.62

9.70

GLOBAL EQUITY
CAPITAL
REINVESTMENT

Epoch Gross Return

5.53 19.77 7.76 13.84 8.80

-

10.92

Epoch Net Return

5.41 19.52 7.30 13.38 8.22

-

10.27

Inception date: 6/30/2013

MSCI World (Net)

4.00 16.98 6.33 11.77 6.60

-

9.33
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11.37% 0.76

0.15 1.27% 0.85

0.92

0.53 1.63% 0.99

0.93

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 March 31, 2019 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

