
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 
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Spotlight — What Is Quality Yield?
A conversation with Kera Van Valen, CFA — Managing Director, Portfolio Manager and Senior Research Analyst

QUESTION. What is quality yield? 

ANSWER. Shareholder distributions that are sustainable and have 
the potential to grow is how we would define “quality yield.” When 
considering shareholder distributions, we take a holistic view of 
dividends, which includes share repurchases and debt pay downs, as they 
both provide the shareholder with a larger claim on future cash flows. 

While looking for companies with attractive yields, it is important to not simply buy 
stocks with the highest dividend yields, because not all yields are created equal. A high 
yield could be the product of a one-time windfall or a collapsing stock price and may not 
be sustainable. 

We believe that using detailed fundamental research to identify quality yield — dividends 
that are sustainable and growing — as we do in our Shareholder Yield strategies is crucial. 

Quarterly Investment Update — The Outlook for Dividends 
in a World of Yield Starvation

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

There remains much uncertainty regarding the depth, breadth and 
length of the COVID-19 recession. For example, the Global Economic 
Policy Uncertainty Index (compiled by academics from Stanford, 
Chicago, and Northwestern) stands at a record high and almost twice 
its level during the global financial crisis (GFC). This raises many 

challenges for investors, including understanding how corporate dividend and 
buyback policies are likely to change during the COVID-19 recession and its aftermath.
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in the news
•  Co-CIO David Pearl appeared on Bloomberg 

Surveillance with Tom Keene where he 
discussed the factors driving the market and 
why free cash flow is important. 
January 16, 2020

•  Executive Chairman and Co-CIO Bill Priest 
joined the Barron’s 2020 Roundtable. Each 
year, Barron’s Roundtable invites expert 
investors and economists to talk about the 
direction in which they see financial markets 
headed. Bill Priest discussed the problem with 
P/E and his thoughts on inflation. 
January 10, 2020
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https://www.bloomberg.com/news/audio/2020-01-16/surveillance-record-high-stocks-with-bnp-s-morris-podcast
https://www.bloomberg.com/news/audio/2020-01-16/surveillance-record-high-stocks-with-bnp-s-morris-podcast
http://webreprints.djreprints.com/4747650068979.html


Firm Update

RECENT INSIGHTS ANNOUNCEMENTS  
AND EVENTS

•  On April 1, 2020, Epoch’s President and 
COO Philipp Hensler became CEO. Bill Priest 
transitioned to his new role as Executive 
Chairman and will continue to lead the 
investment team and serve as co-CIO. The 
transition was originally announced in 
September 2019. Please click below to read 
the original announcement.  
Read the Release

•  Epoch’s Quarterly Capital Markets 
webcast was held on April 2, 2020. 
Bill Priest, Investment Strategist Kevin 
Hebner and Senior Research Analyst 
Michael Jin discussed: 

 -  Three prerequisites for markets to recover 
and begin to stabilize

 -  Fiscal and monetary policy and  the 
economic scenario most likely for the next 
two years

 - Energy outlook under OPECOVID

Listen to the Replay

•  Epoch’s thought pieces and commentaries 
related to COVID-19 and its impact on the 
capital markets are available on the COVID-19 
Updates page on our website.

Visit the site

Comparing Two Market Crises: A New Type of Crisis Requires a  
New Solution
There have been two monumental crises in the past two decades, the global 
financial crisis and the current COVID-19 pandemic. While the COVID-19 crisis 
is crippling financial markets in a similar fashion, monetary policy in the form 
of QE will not be the silver bullet we need. The solution to the current crisis 
will require prudent fiscal policy to see us through. Read More
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ASSETS UNDER MANAGEMENT $25.4B

Global Shareholder 
Yield  
$10.2B

Global Choice
$2.5B

Global Equity
$1.6B

Non-U.S. Large Cap
$2.5B

U.S. Large Cap
$4.4B

U.S. Small/SMID Cap
$0.8B

U.S. All Cap/
Choice
$1.5B

$16.8B

As of March 31, 2020 in U.S. Dollars

U.S. Equity 
Shareholder Yield
$1.8B

GLOBAL STRATEGIES U.S. STRATEGIES

$8.5B

Totals may not add due to rounding.

The Helicopters Are Coming
Will the recent fiscal and monetary policy moves 
help mitigate the economic impact of COVID-19, 
and what will it take for markets to recover and 
begin to stabilize? 

With Investment Strategist Kevin Hebner

What Does 5G Really Mean?
We break down this next generation wireless 
technology and discuss what impact it could 
have on consumers, cloud gaming, autonomous 
vehicles and the Internet of Things.

With Co-CIO David Pearl

Airlines
We discuss the changes in the industry and 
competitive landscape that made even the 
staunchest critics into believers. 

With Research Analyst Nigel Frankson

The PE Ratio: A User’s Manual
Does a stock’s price and its P/E ratio tell you how 
much a company is worth? Conventional wisdom 
says yes, but we think otherwise. 

Brexit Update 2020
As the U.K. was set to leave the EU on January 
31 and begin a yearlong transition period, we 
looked at the potential impact on the U.K. and 
EU economies. 

With Co-CIO Bill Booth

Actively Speaking is available on:
 Apple Podcast 
Click to Listen

 Google Play 
Click to Listen

Spotify 
Click to Listen 

  Epoch’s Website 
Click to Listen

On Epoch’s Actively Speaking podcast we discuss a broad range of 
investment-related topics. The podcast is the latest step in our commitment 
to generating and sharing thought leadership with our clients and partners. 
Among the topics covered this quarter by host Steve Bleiberg and his guests:

linkedin.com/company/epochinvest @epochinvest
For our latest Insights, follow 
Epoch on social media

https://www.businesswire.com/news/home/20190919005852/en/William-Priest-Step-CEO-2020-Remain-Firm
http://www.eipny.com/webcasts-transcripts/
http://www.eipny.com/covid-19-updates/
http://www.eipny.com/insights/comparing-two-market-crises-a-new-type-of-crisis-requires-a-new-solution/
https://podcasts.apple.com/us/podcast/actively-speaking-podcast/id1469145945
https://podcasts.google.com/?feed=aHR0cHM6Ly9mZWVkcy5idXp6c3Byb3V0LmNvbS8yMTk3NzMucnNz
https://open.spotify.com/show/5V3SYo6YMHUjMpbyUv8jaw 
http://www.eipny.com/podcasts/
http://www.linkedin.com/company/epochinvest
http://www.twitter.com/epochinvest


Spotlight: What Is Quality Yield? (continued)

Our research is focused on understanding what drives free cash flow 
at individual companies, and we look for companies that can grow 
their operating cash flow by at least 3% annually. Equally important is 
determining whether the company has a capital allocation policy that 
is disciplined, transparent and shareholder friendly.

QUESTION. Why is quality yield relevant in the  
current environment? 

ANSWER. We are in an unprecedented period in which 
governments are deliberately shutting down the global economy 
with little clarity on when economies will reopen. The disruption 
in revenues and cash flows has led investors to question whether 
companies that have pledged to return capital to shareholders 
will have the financial wherewithal to keep those commitments. 
That is where quality and, more specifically, sustainability come 
into play. Not all businesses will face the same degree of stress 
from the government restrictions on social interaction, and some 
will continue to generate material cash flows. Others entered this 
period with ample liquidity to withstand a temporary demand 
hit. In our quest to find quality yield, we look for companies 
that generate more cash than their expected distributions, 
have strong balance sheets or the capacity to weather market 
cycles, and have clearly articulated capital allocation policies that 
emphasize a disciplined approach to returning excess cash to 
shareholders in the form of dividends, share repurchases or debt 
reduction. We believe that, for the most part, the companies that 
were offering a quality yield before the crisis will be some of the 
ones that can withstand the current environment and continue 
returning capital to shareholders. These are generally companies 
that are well established and have a history of being able to 
withstand downturns. Of course, this may not be the case for 
every company, but we believe the companies that remain in the 
portfolio will continue paying and growing their dividends. We 
expect more differentiated pricing among dividend-paying stocks 
once the market gets more comfortable distinguishing which 
companies have sustainable dividends with the potential to grow.

QUESTION. What factors are associated with quality yield?

ANSWER. Companies that offer a quality yield often rank well in 
certain factors in addition to dividend yield and shareholder yield. 
These include earnings yield, cash flow yield and EBITDA-to-EV 
metrics. That makes intuitive sense for companies that we believe 
are sustainable and can grow their yield over time. While these 
companies are often growing, they are not what some investors 
might consider “growth” companies, and they are often less 
volatile. That is because the companies that can reliably support 
and grow shareholder yield tend to be more mature companies. 
There are limits to how much they can invest profitably, and if 
they are disciplined about capital allocation they will instead elect 
to return excess cash to shareholders.

QUESTION. What is the outlook for quality-yield-producing stocks?

ANSWER. As mentioned, we are in unprecedented times and 
the short-term outlook for some yield-producing stocks may be 
uncertain. Traditionally, companies that cut or eliminate cash 
distributions are often considered poorly managed or facing 
structural decline. While some companies will continue to cut 
dividends for those reasons, one factor that has recently emerged 
in this unique environment is heightened political pressure on 
companies to reduce or restrict distributions temporarily. To date, 
concerns about cutting the dividend as a result of public pressure 

appears to be limited to select countries and industries and will 
not have a material impact on our ability to deliver quality yield. 
In addition, we do not anticipate that a meaningful number of 
companies within the portfolio will seek direct relief aid, which 
would limit cash distributions back to shareholders as a result. 
While we remain confident in our ability to continue to deliver 
an attractive level of income based on our focus on quality yield, 
the same cannot be said of the broader market where dividend 
expectations are facing downward pressure.

Over the longer term many investors—individuals and institutions 
alike—require income, and that has become increasingly hard 
to find. Bond yields, which were already near historic lows, have 
now fallen even further and are even negative in some instances. 
That is why we expect dividends to remain especially relevant 
to investors. This has also prompted investors to place a greater 
emphasis on equities that provide “quality yield” for a core 
component of their portfolios. This term, as noted earlier, means 
a dividend that is expected to grow over time in a sustainable 
way, specifically because it is based on the growing cash flow of 
the business.

One other factor to consider is that, despite the deterioration of 
the short-term market environment, the ability of many companies 
to pay dividends has actually improved over recent years. Most 
firms are pursuing “capital light” business models. They are 
substituting technology for both labor and physical assets at a 
pace never seen before. With the deployment of technology, less 
labor and less investment in physical assets is required to generate 
the same level of revenues. Since the universe of profitable 
opportunities in which to invest that capital is not likely to expand 
at a rate greater than the savings generated from the effects 
of technology substitutes, companies with thoughtful capital 
allocation policies will return more capital to their shareholders. 
We do not expect sound capital allocation policies to disappear as 
a result of the global coronavirus pandemic. 

In conclusion, we know these are challenging times for 
businesses, consumers and investors. Uncertainty is high—about 
the global trajectory of COVID-19, the ability to quickly devise 
medical treatments and vaccines, the length of government-
imposed social distancing restrictions and about the pace of 
economic activity when restrictions are lifted and things begin to 
return to “normal.”  And while we cannot make high-conviction 
predictions about these matters, we can say with high conviction 
that we believe there will be many businesses that successfully 
navigate through this challenging episode, and that our focus 
on using rigorous fundamental analysis to find companies 
with sustainable cash flow that grows over time and supports 
shareholder distributions—quality yield—will remain relevant and 
valuable for investors. 

Kera is a portfolio manager for Epoch’s Equity Shareholder Yield strategies.
Prior to joining the Shareholder Yield team, Kera was an analyst within 
Epoch’s Quantitative Research and Risk Management team. Before 
joining Epoch in 2005, she was a portfolio manager of Structured Equities 
and Quantitative Research at Columbia Management Group where she 
was responsible for the day-to-day management of two index funds. She 
also worked at Credit Suisse Asset Management. Kera received her BA in 
Mathematics at Colgate University and her MBA at Columbia University, 
Graduate School of Business.
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Quarterly Investment Update — The Outlook for Dividends in a World 
of Yield Starvation (continued)
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While 2020 is likely not a repeat of 2008 for earnings in the 
U.S., it might be for buybacks, which act as an important shock 
absorber for many sectors. Share repurchases totaled $750 
billion last year, but appear set to decline by around 50% this 
year, followed by a smaller dip in 2021 and then a rebound to 
trend. This is roughly consistent with the 8-quarter, 67% peak-
to-trough decline experienced during the GFC.

Leading the charge have been banks, with America’s eight 
largest announcing on March 15 that they would suspend 
buybacks through at least July. While their action on share 
repurchases was appropriately fast and furious, the big banks 
have defended their plans to continue paying dividends, unless 
“an extremely adverse scenario” unfolds. This stance has 
attracted substantial controversy, partially because banks were 
central to the financial crisis of 2008 and are still viewed with 
some suspicion.

Many pundits argue that this time U.S. banks must grasp 
the opportunity to ensure they are not only part of the 
solution but are seen to be so. To make the optics even more 
contentious for domestic lenders, on March 27 the ECB 
issued its “recommendation” that, at least until October 1, 
2020, European banks refrain from both dividends and share 
buybacks. Similarly, on April 1 the U.K. regulator “advised” 
all major U.K. banks to suspend dividends and buybacks 
until the end of 2020. Although the U.S. Fed has adopted a 
more accommodative attitude regarding dividend payouts by 
domestic banks, its stance is clearly subject to change.

A final factor weighing on U.S. dividends this year is 
government restrictions related to the Coronavirus Aid, Relief 
and Economic Security Act (CARES). CARES stipulates that any 
company that borrows money from the federal government 
may not pay a dividend or repurchase stock until 12 months 
after the loan is repaid in full. The bill explicitly provisions 
assistance for airlines, air cargo and aerospace companies, but 
any company receiving assistance from the Treasury will also be 
subject to these restrictions.

Turning to Europe, we expect EPS to fall by 30% to 50% in 2020. 
This is moderately worse than what appears likely for the U.S., 
but similar in severity to the continent’s experience during the 
GFC. Regarding dividends, the consensus foresees a decline of 
25% to 50% in 2020, with the wide range being indicative of 
the acute degree of uncertainty. For example, the lower bound 
would be hit if bank and energy dividends declined toward 
zero, while other sectors experienced falls similar to the GFC. 
Additionally, and comparable to the U.S., all major European 
countries have made access to state financial support this year 
conditional on companies scrapping dividend payments.

Across the channel, hefty exposure to energy and financials 
suggest the U.K. dividend base looks especially vulnerable. 
According to the Link Group’s UK Dividend Monitor, dividends 
could decline by 27% to 53% in 2020. However, it also predicts 
“classic defensive sectors,” such as food retailers, health care 
and basic consumer goods, will continue paying their dividends.

One thing we can be certain of is that companies will be 
tightening their wallets. It appears that EPS growth for the 
S&P 500 is likely to decline by something in the range of 20% 
to 35% this year. Earnings visibility is always poor in the midst 
of a recession and currently the dispersion among consensus 
estimates is close to the record high set during the GFC. 
Regardless of the lack of clarity, it seems the nadir will probably 
occur in the second quarter, with profits down roughly 100% 
year-over-year (the 1 standard deviation band around this 
estimate is uncommonly wide). This is an eye-popping number 
that would have been all but unimaginable even two months ago.

For context, S&P EPS typically declines by about 20% peak-to-
trough during recessions (but was down 45% in the case of the 
GFC, the worst outcome since the 1930s). While the descent 
is usually swift and steep, it normally takes two to three years 
for earnings to climb back to the prior peak. That appears 
to be a reasonable assumption for this cycle as well, given 
that we expect a swoosh-shaped recovery (rather than the V 
optimistically assumed by many forecasters).

Over the long-term, U.S. EPS and DPS (dividends per share) 
are tied at the hip (they’ve been 97% correlated since 1871), 
but during recessions, dividends typically decline by only one-
third as much as earnings. We expect this recession to be a bit 
different, with dividends falling by around 25%; that is, roughly 
one-to-one with earnings. The consensus sees a small rebound 
in 2021, with dividend growth averaging 3% to 5% for the 
remainder of the decade (in line with earnings). This suggests 
a somewhat slower recovery than is historically the norm. In 
previous recessions, dividends normally took 6 to 8 quarters 
to recover from the trough to the prior high. This time around 
12 to 16 quarters strikes us as a more reasonable assumption, 
reflecting the swoosh-shaped recovery we foresee in earnings. 
Regardless, since at least 1980, dividend yields have increased 
during every downturn (Figure 1).

figure 1: the dividend yield has increased during each 
of the last five recessions

Source: Bloomberg, NBER, Epoch Investment Partners



figure 2: over the last decade, total equity yield has 
far surpassed that obtained from bonds

Source: Bloomberg, NBER, Epoch Investment Partners

As a result of the above points, we believe the companies best 
positioned for this challenging environment are those that have 
a demonstrated ability to produce sustainable free cash flow 
and allocate that cash flow effectively between return of capital 
options and reinvestment/acquisition opportunities.

THIS TOO SHALL PASS

The above discussion largely concerns our outlook for the next 
year or two. Beyond the short-to-medium term, though, we 
believe the drivers that have led to strong dividend payouts 
over the last two decades should remain intact. First, as 
emphasized in our “Tech Is the New Macro” discussions, the 
shift from atoms to bits, or asset-heavy to asset-lite business 
models (more tech and health care and less capital-intensive 
cyclicals) is, if anything, accelerating. As our DuPont RoE 
decomposition has demonstrated, this implies higher profit 
margins and lower capital requirement, freeing up a higher 
proportion of cash to be distributed to shareholders.

Second, rates are likely to stay lower for even longer, which 
incentivizes companies to maintain lean balance sheets and 
return excess cash earnings to shareholders. This is consistent 
with QE’s raison d’etre, which is to discourage holding cash (by 
investors, corporates or households) in favor of opportunities 
further out on the risk curve. Third, if buybacks continue to 
be vilified by the press and some politicians, then S&P 500 
companies could opt for boosting dividends. Total shareholder 
yield has averaged well over 4% for decades, and we don’t see 
it declining materially during the 2020s.

Further, we have been in a world of yield starvation for well 
over a decade now. Bond yields had been driven lower by 
demographic challenges, benign inflation (reflecting the 
digitization of the economy), hyper aggressive central banks 
and elevated policy uncertainty. With COVID-19, bond yields 
plummeted yet again to new record lows. We expect this 
interest rate environment, characterized by sub-2% GDP 
growth and large government deficits, to persist for many 
years to come.

The Economist forecasts global payouts to shareholders 
(dividends and buybacks) to decline by a thumping 36% in 
2020. Moreover, the historical experience suggests that, 
post-recession, a swoosh-shaped recovery is most likely. 
Further, in previous recessions dividend yields and dividend 
payout ratios almost always increased, as DPS declined 
by less than both EPS and market cap. Although this cycle 
might be somewhat different, with dividends declining 
by roughly the same percentage as earnings, we expect 
the yield available from equities to remain far superior to 
that attainable in fixed income markets (Figure 2). And as 
dividends recover from 2021 onward, it is possible that this 
gap will expand even further.
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return -27.09 -27.09 -14.44 0.07 2.57 7.95 6.90 14.56% 0.38

Epoch Net Return -27.15 -14.69 -0.23 2.25 7.60 6.42

Russell 1000 -20.22 -20.22 -8.03 4.64 6.22 10.39 6.43 14.73% 0.34 0.10 0.01 0.94 0.91

Russell 1000 Value -26.73 -17.17 -2.18 1.90 7.67 5.48 15.17% 0.27 0.27 0.02 0.90 0.88

S&P 500 -19.60 -6.98 5.10 6.73 10.53 6.26 14.52% 0.34 0.14 0.01 0.95 0.90

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

Epoch Gross Return -27.71 -27.71 -15.73 -0.18 2.58 8.51 10.38 14.18% 0.56

Epoch Net Return -27.81 -16.19 -0.70 2.04 7.95 9.63

Russell 3000 -20.90 -9.13 4.00 5.77 10.15 9.00 15.07% 0.44 0.21 0.03 0.85 0.81

Russell 3000 Value -27.32 -27.32 -18.02 -2.67 1.62 7.47 8.33 14.94% 0.40 0.31 0.03 0.85 0.81

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

Epoch Gross Return -31.59 -31.59 -23.96 -6.56 -1.35 6.66 7.74 17.52% 0.37

Epoch Net Return -31.63 -24.18 -6.88 -1.72 6.24 7.14

Russell 2000 -30.61 -23.99 -4.64 -0.25 6.90 8.03 19.05% 0.35 -0.05 0.01 0.88 0.92

Russell 2000 Value -35.66 -29.64 -9.51 -2.42 4.79 6.85 19.23% 0.29 0.14 0.02 0.86 0.90

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

Epoch Gross Return -29.87 -29.87 -22.38 -6.17 -0.94 6.80 5.57 18.46% 0.24

Epoch Net Return -29.93 -22.63 -6.51 -1.32 6.39 5.13

Russell 2500 -29.72 -22.47 -3.10 0.49 7.73 5.90 18.88% 0.26 -0.09 0.00 0.96 0.96

Russell 2500 Value -34.64 -34.64 -28.60 -8.40 -2.14 5.65 3.92 19.09% 0.15 0.34 0.02 0.93 0.93

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

Epoch Gross Return -26.79 -26.79 -14.14 -0.23 2.01 8.42 7.40 16.01% 0.38

Epoch Net Return -26.83 -14.30 -0.52 1.67 8.05 6.96

Russell 3000 -20.90 -9.13 4.00 5.77 10.15 7.70 14.89% 0.43 -0.07 0.00 1.04 0.93

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

Epoch Gross Return -23.76 -23.76 -14.36 0.50 4.19 - 8.87 11.32% 0.72

Epoch Net Return -23.83 -14.64 0.17 3.89 - 8.52

Russell 1000 Value -26.73 -17.17 -2.18 1.90 - 7.67 13.11% 0.53 0.24 0.03 0.80 0.86

U.S. EQUITY CAPITAL 
REINVESTMENT
Inception date: 1/1/2018

Epoch Gross Return -18.82 -18.82 -5.74 - - - 1.37 17.85% -0.04

Epoch Net Return -18.93 -6.25 - - - 0.81

Russell 3000 -20.90 -20.90 -9.13 - - - -0.80 17.77% -0.16 0.78 0.02 0.99 0.98

U.S. STRATEGIES
IN USD

Annualized Returns Risk Statistics — Since Inception

QTR YTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  

Incept.
Std 
Dev.

Sharpe 
Ratio

Inform. 
Ratio Alpha Beta R2

Strategy Performance as of March 31, 2020
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return -24.52 -24.52 -16.79 -2.22 0.62 6.31 5.81 12.98% 0.35

Epoch Net Return -24.60 -17.11 -2.60 0.22 5.91 5.34

MSCI World (Net) -21.05 -10.39 1.92 3.25 6.57 4.87 15.49% 0.24 0.17 0.02 0.78 0.87

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return -23.95 -23.95 -13.78 2.08 2.04 6.44 7.29 14.87% 0.41

Epoch Net Return -24.08 -14.31 1.46 1.44 5.85 6.58

MSCI World (Net) -21.05 -10.39 1.92 3.25 6.57 5.00 15.40% 0.24 0.44 0.03 0.91 0.89

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

Epoch Gross Return -15.42 -15.42 -3.40 6.24 6.04 - 8.22 12.04% 0.61

Epoch Net Return -15.52 -3.78 5.80 5.54 - 7.61

MSCI World (Net) -21.05 -10.39 1.92 3.25 - 5.89 12.63% 0.40 0.69 0.03 0.92 0.93

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return -13.40 -13.40 -3.73 6.72 3.20 6.95 9.09 12.20% 0.64

Epoch Net Return -13.61 -4.71 5.63 2.07 5.67 7.72

MSCI World (Net) -21.05 -10.39 1.92 3.25 6.57 5.46 15.05% 0.27 0.48 0.05 0.70 0.75

BarCap U.S. Aggregate 3.15 3.15 8.93 4.82 3.36 3.88 4.60 3.40% 0.96 0.35 0.11 -0.18 0.00

EMERGING MARKETS
Inception date: 12/31/2017

Epoch Gross Return -21.15 -21.15 -11.01 - - - -6.66 17.84% -0.49

Epoch Net Return -21.25 -11.39 - - - -7.06

MSCI EM Index (Net) -23.60 -17.69 - - - -10.82 18.64% -0.69 1.67 0.04 0.95 0.98

NON-U.S. EQUITY 
CHOICE
Inception date: 10/1/2015

Epoch Gross Return -21.87 -21.87 -11.53 -0.57 - - 2.19 14.56% 0.07

Epoch Net Return -21.95 -11.89 -0.99 - - 1.77

MSCI EAFE (Net) -22.83 -14.38 -1.82 - - 1.59 13.88% 0.02 0.19 0.01 1.02 0.95

GLOBAL & INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Risk Statistics — Since Inception

QTD YTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  

Incept.
Std 
Dev.

Sharpe 
Ratio

Inform. 
Ratio Alpha Beta R2
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DISCLOSURES
1. Presentation of the Firm — Epoch Investment Partners, Inc. is a wholly owned subsidiary of The Toronto Dominion Bank. Epoch Investment Partners, Inc. (“Epoch”) became a registered investment 
adviser under the Investment Advisers Act of 1940 in June 2004. Performance from April 2001 through May 2004 is for Epoch’s investment team and accounts while at a prior firm. Performance 
from July 1994 through March 2001 is for Bill Priest and the accounts while at a different prior firm. For both time periods, Bill or the investment team were the only individuals responsible for select-
ing 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
CREATION 
DATE

CURRENT 
BENCHMARK COMPOSITE DESCRIPTION

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

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 below-
average 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

July 2012 Russell 1000 
Value

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. 

U.S. Equity 
Capital 
Reinvestment

December 
2017

Russell 3000 U.S. 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. U.S. 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, with risk 
controls to diversify the sources of growth and reduce volatility.

Non-U.S. 
Equity Choice

January 
2017

MSCI EAFE 
Index (Net)

Non-U.S. Equity Choice pursues long-term capital appreciation by investing in a concentrated portfolio of 30-50 stocks outside the U.S. that possess superior risk-return profiles.  Companies are selected for their 
ability to generate free cash flow and allocate it intelligently to benefit shareholders. The strategy employs a portfolio construction process designed to reduce the volatility of returns. The portfolio management 
team has latitude to invest across geographies and market capitalizations regardless of the composition of its benchmark, the MSCI EAFE Index.  

Global Equity 
Capital 
Reinvestment

June 2013 MSCI World 
Index (Net)

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.

Emerging 
Markets 
Equity

December 
2017

MSCI EM 
(Emerging 
Markets) 
(Net)

Emerging Markets Equity pursues long-term capital appreciation by investing in a portfolio of 60-80 securities of companies located in emerging and frontier markets.  Our strategy offers investors access to 
companies with high return potential in the world’s fastest growing markets.  We select companies based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders.  Our 
security selection process is balanced with diversification and risk control measures that should result in below-average portfolio volatility.

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 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 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 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

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 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. 

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, 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.

http://www.eipny.com

