
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. 

Spotlight: Understanding Country Risk in Emerging Markets 
A conversation with Lin Lin, CFA, Director and Portfolio Manager and Casey Tirshfield, Associate 
Quantitative Research and Risk Management

QUESTION. Why is understanding country risk so important to investing in 
emerging markets? 

ANSWER. While we believe in emphasizing stock selection over 
strong views on macroeconomic and country dynamics in portfolio 
management, we fully recognize the importance of understanding 
country risks when investing in emerging markets. In these countries, 
rapid economic growth is often accompanied by low per capita income, 
high policy uncertainty and, at times, ineffective governance. As a 
result, emerging market stocks are more susceptible to country-specific 
events than their developed market counterparts. Additionally, in the 

Quarterly Investment Update — From Annus Horribilis to 
the Roaring Twenties?
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A century ago, the world finally put WWI and the 1918-20 influenza behind 
it and entered a decade of consumerism and frothy financial markets, 
featuring mesmerizing new technologies such as radio, cinema and autos, 
entering the mainstream. While we’re more than pleased to be putting 2020 
in the rear view, we’re not imagining a return to flappers, Charlie Chaplin, 
the Jazz Age and Art Deco. But we do envisage a robust macro recovery that 
could run for quite a while. Aside from the extremely accommodative policy 
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•   Epoch’s Quarterly Capital Markets webcast 

was held on January 21, 2021. Bill Priest and 
Investment Strategist Kevin Hebner were 
joined by Research Analyst Jérôme Van Der 
Ghinst to discuss: 

 -  Outlook for equities in 2021: From annus 
horribilis to the Roaring Twenties?

 -  Vaccines’ historical contributions to public 
health and underlying economics more 
attractive than perceived

 - Can the tech barons be tamed?
Listen to the Replay
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Firm Update

emerging markets, risk dynamics can change 
quickly and vary greatly from country to 
country — something we see less in developed 
nations. These conditions make a continuous 
and timely assessment of economic, political 
and financial risk critical in emerging 
markets investing. It is for this reason that 
we developed a tool that aims to anticipate 
periods of extreme downside volatility and 
guide our country exposure when such 
conditions pose undue risk to our emerging 
markets portfolio.

QUESTION. Why develop an in-house model when 
there are “off the shelf” risk models available? 

ANSWER. Country dynamics are important 
drivers of risk and even more so within 
emerging markets. Most conventional risk 
models do not explicitly incorporate sources of 
country risk, such as inflation, geopolitics, credit 
spreads and foreign exchange volatility. These 
models also typically forecast overall risk (both 
upside and downside) over a one-year horizon. 
As a result, they do not necessarily capture 
asymmetric risks or sudden spikes in risk. 

To address the shortcomings of conventional 
risk models, we have developed our 
proprietary Emerging Markets Country Risk 
Model (EMCRM), which forecasts downside 
country risk over a three-month horizon. We 
focus on downside risk because we want to 
constrain country exposures only when the 
risk of a meaningful drawdown in a country’s 
returns is sufficiently elevated. A three-month 
forecast horizon allows us to capture changes 
in country risk in a timely manner, while 
maintaining the stability of the forecasts. We 
believe this tool provides us with a view of 
portfolio risk that is complementary to, and not 
directly captured by, conventional risk models. 

QUESTION. What factors have gone into the 
country risk model you have created for your 
Emerging Markets Strategy and why?

ANSWER. To forecast the expected downside 
volatility of country returns in the next three 
months, we adopted a “decision-tree” approach 
in factor selection. We first studied past crises 
to pinpoint the broad underlying sources of 
country risk. The sources we identified — 
economic, political and financial — form the 
top level of nodes. Each of these nodes is then 
further branched into three or four more specific 
component risks. Economic risk is comprised 
of traditional macroeconomic risks, economic 
growth and the degree of dependency on 
historically volatile sectors. Political risk is a 

2Quarterly Newsletter — january 2021

ASSETS UNDER MANAGEMENT $31.5B

Global/Non-U.S. 
Shareholder 
Yield  
$11.5B

Global Choice/
Select
$3.8B

Global/Non-U.S. 
Quality Capital 
Reinvestment
$3.7B

Non-U.S. Large Cap
$0.9B

U.S. Large Cap
$5.2B

U.S. Small/ 
SMID Cap
$1.1B

U.S. All 
Cap/
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$2.1B

$20.1B

As of December 31, 2020 in U.S. Dollars. Assets Under Advisement: $36.4B

U.S. Equity 
Shareholder  
Yield
$2.1B

GLOBAL STRATEGIES U.S. STRATEGIES

$11.4B

Totals may not add due to rounding.

U.S. Quality Capital 
Reinvestment
$0.9B

Spotlight: Understanding 
Country Risk in Emerging 
Markets (cont’d)

ESG UPDATE
After serving in various roles at Epoch since 2007, Richard Watt retired 
at the end of 2020. During his time at Epoch, Richard served as the 
Head of Client Portfolio Managers and Product Management. Most 
recently, he served as the Head of Sustainable Investing, originating 
that function. Richard helped establish many of the ESG-related 
activities and processes that Epoch uses today. We wish Richard the 
best in his retirement.

Richard will be succeeded by Ravi Varghese. Ravi joined Epoch in 2019 
as an ESG analyst, focusing on ESG research across the firm. Prior to 
joining Epoch, he completed an MSc in Climate Change and Finance 
from Imperial College London and worked at Ceres, a sustainability 
organization in Boston. He also has investment experience spanning 
multiple asset classes at HighVista Strategies, long/short equities work 
at Arbiter Partners and global macro investing at Protégé Partners. Ravi 
earned a B.A. in Sociology with Economics from Yale University and a 
Masters in Finance from London Business School.

Emerging Markets 
$0.2B

INVESTMENT UPDATE
In January, Epoch announced that David Pearl, a co-chief investment 
officer and co-founder, will retire on June 30, 2021. David has a lifelong 
passion for investing and after co-founding Epoch in 2004, he helped 
build the strong investment-centric firm we have today. His commitment 
to our clients, stewardship of our free-cash-flow philosophy and keen 
intellect have been invaluable to the firm and our clients. We wish him 
well in retirement.

Bill Priest, Bill Booth and Mike Welhoelter will continue to lead the 
investment team as co-chief investment officers. In addition, other team 
members will assume additional portfolio management duties. Portfolio-
specific transition plans are being discussed with impacted clients.



Spotlight: Understanding Country Risk in Emerging Markets (cont’d)

medley of geopolitical risk and risks associated with governance 
and business policies. Finally, financial risk is a composition of 
the risks in the most significant capital markets – equity, credit 
and foreign exchange. Eventually, our modeling process chose 19 
factors for their predictive power, reliability and representation 
of different risk sources, out of a pool of 40 metrics hand-picked 
based on experience and academic literature.

QUESTION. With COVID-19 currently being the most 
significant macro factor, did you make any updates to your 
model to incorporate country-specific data?

ANSWER. As COVID-19 is the first global pandemic since the 
flu pandemic of 1918, we certainly did not have the foresight to 
incorporate pandemic risk directly into our country risk model. 
The diverse set of factors in our EMCRM, however, allowed us 
to pick up the risk posed by COVID-19 reasonably quickly — first 
through financial risk factors as volatility in the equity, bond 
and FX markets spiked after mid-February, then through fast 
deterioration of economic growth factors at the end of February. 

Recognizing this risk during the early months of the global 
outbreak, we sought to identify new methods and data best suited 
to incorporate into our thinking and investment processes. 

Fortunately, we were able to quickly leverage our in-house data 
science capabilities and developed a robust process by the end of 
January 2020, which culminated in our COVID-19 dashboard. This 
new process automatically extracted relevant data from across the 
web and used that data to track trends in infections, hospitalizations 
and deaths, and the availability of medical resources. In mid-
February we also began to closely monitor alternative data points 
that served as real-time proxies for economic activity. We then 
coupled this raw data with insight from our quantitative analysts, 
as well as our macroeconomic and medical sector specialists, which 
was instrumental to the accurate interpretation of risk.

Throughout the pandemic we have relied on readings from 
both our COVID-19 dashboard and the EMCRM to shift portfolio 
exposure away from countries with an elevated or rising downside 
volatility and heightened COVID-related risk. Overall, these trades 
have positively contributed to the medium-term performance of 
our emerging markets portfolio.

The COVID-19 crisis highlights the importance of rigorously 
and diligently measuring and monitoring country risks while 
maintaining the flexibility necessary to meet the demands of a 
constantly evolving world.

QUESTION. How do you use the Emerging Markets Country 
Risk Model in your investment process?

ANSWER. We use the Emerging Markets Country Risk Model 
as an input into our portfolio construction and risk management 
process. The model provides a forward-looking view of potential 
trouble spots. An elevated forecast of downside risk for a country 
may cause us to reduce our exposure to that country, if we do not 
see commensurate return opportunities. Since the inception of our 
Emerging Markets Strategy, we have made dozens of trades based 
on the Emerging Markets Country Risk Model. Of these trades, the 
predominance took place in the second half of 2018 and the first 
quarter of 2020 due to the emerging markets currency crisis and 
COVID-19 pandemic, respectively. 

Additionally, our fundamental analysts take macroeconomic 
and political risk into consideration when developing their 
investment thesis for a stock. Analysts evaluate each company’s 
business sensitivity to GDP growth, interest rates, inflation, 
foreign investment and currency movements, and the political or 
regulatory environment.

QUESTION. Are there any other significant factors that you 
and the team are currently researching? What challenges do 
you face in attempting to quantify certain risk factors?

ANSWER. We have been actively exploring several ways to further 
improve the Emerging Markets Country Risk Model. Our experience 
so far has directed our attention to looking for two types of factors: 
(1) those that can increase timeliness of signals and/or (2) those that 
capture new risks or nuanced risks accurately.

Our model currently sources data from a variety of more 
traditional providers. Of the 19 model variables, 15 are updated on 
a monthly frequency, while the remainder are updated on a less 
frequent basis. Some factors, like GDP growth and PMIs, might 
benefit from the increasingly reliable “now-casting” methods with 
higher-frequency data.

We are also actively investigating new factors that provide novel 
insight into the risk of emerging markets. One of the factors we 
believe has promise is a political news sentiment score based on 
textual analysis. With our expertise in natural language processing 
(NLP), we plan to assess the sentiment of macroeconomic news 
and monitor social/political unrest across leading social media 
platforms. The end goal is to establish whether aggregated 
news flow is predominantly positive, negative or neutral, and 
in more advanced cases, the degree to which news carries that 
sentiment. We believe that continuous innovation is integral to our 
investment approach, and we are excited to see how our research 
can drive value in our strategies.

Lin is a portfolio manager. Prior to joining Epoch in 2017, Lin was a vice 
president and equity strategist on the Global Quantitative Research 
Team at Morgan Stanley, where she helped launch its global quantitative 
product and published research on a variety of topics, including stock 
selection and ESG investing. Before that, she was an assistant vice 
president and senior research analyst on the Quantitative Research and 
Portfolio Strategy Team at Sanford C. Bernstein. Lin began her career as 
a consulting associate at FMI Corp. Lin has a B.A. in Economics from 
Nanjing University, and an M.A. in Economics from Duke University.

Casey is a quantitative researcher with a focus on portfolio construction 
and risk management. He joined Epoch in 2019 after completing a Master 
of Science in financial engineering at Columbia University’s Fu Foundation 
School of Engineering and Applied Science. During graduate school, Casey 
held two buy-side internships in quantitative equity analysis. Casey also 
holds a Bachelor of Science in mathematics and philosophy from New 
York University Abu Dhabi.
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Quarterly Investment Update — From Annus Horribilis to the  
Roaring Twenties? (cont’d)
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The figures presented are totals for the country and hide 
enormous discrepancies across income groups and among 
sectors. While we don’t yet have comprehensive data on the 
former, it seems reasonable to expect lower income groups 
have suffered disproportionately (as typically occurs during 
recessions) and are unlikely to have built up significant savings. 
To illustrate, we do know that job losses have been concentrated 
in the services sector, especially hospitality and retail. The 
average hourly wage for workers in the two sectors is $14.50 
and $18.00, respectively, well below the U.S. average of $30.00. 
Further, and particularly critical during a pandemic, access to 
employer-sponsored health care plans is provided to only 36% 
and 55% of workers in the two sectors (versus an average of 70% 
for the entire private sector). This means the bottom two income 
quintiles have likely taken a bigger income hit than suggested 
by the above figure, indicating they have probably not been in a 
position to save much during the pandemic.

CONSUMERS JUST WANT TO HAVE FUN

During the Barron’s roundtable in mid-January one of the 
regular panel members emphasized the tremendous pent-
up desire for experiences and consumption, ruminating that 
“Starting this summer, we might have six months of New Year’s 
Eve parties.” While that sounds fun and we definitely concur 
with the sentiment, we’re not sure we’d go quite that far. Still, 
it raises the question of which sectors are most likely to benefit 
from the rebound in consumption we expect to begin in Q2 and 
then accelerate through the remainder of this year.

When economies exit a downturn, goods sectors typically enjoy 
a strong comeback. However, that is unlikely to be the case this 
time, as 2020 was not your textbook recession. Durable goods 
consumption is already running above trend, led by furniture and 
household equipment (as people have spent more time at home 
during lockdown), as well as recreational goods and vehicles 
(including golf clubs, bicycles and boats). The auto sector has also 
done well, boosted by extremely attractive financial terms and 
challenges with other forms of transit. Further, nondurable goods 
have held their own, especially food and clothing. So, it doesn’t 
look to us like there’s a lot of pent-up demand waiting to load up 
on either durable or nondurable goods.

Moving on from goods, we now examine spending on 
services, which can be categorized as either discretionary or 
nondiscretionary, with three main subsectors within each. 
Beginning with nondiscretionary services, expenditures on 
housing and finance are running close to trend. The third 
subsector though, health care, is currently off by about 5% (a 
sharp improvement after being down 35% from February to 
April), suggesting a moderate amount of pent-up demand.

However, we expect the impending rebound in consumption to 
be focused on three types of discretionary services as shown 
in Figure 3. Recreation is down 30% from February, while 
transportation is off 25%, and food services and accommodation 
is running 22% below the level of a year ago. These are among 
the activities with the most social contact, so they were hit 
hardest by the pandemic. However, once we approach herd 
immunity and feel more comfortable traveling and eating out, 
these sectors should experience a vigorous rebound. During 

environment, there are two main reasons for our optimistic 
outlook for the economy in 2021 and beyond.

The most important factor is the vaccine rollout that, so far, 
has been rocky and a bit discouraging. Still, we are reasonably 
confident that herd immunity will be attained during late-Q3 
(Figure 1), even though there remain numerous risks (e.g., 
the spread of more contagious mutations or we learn that 
antibodies only last 6–12 months). The 70% threshold will be 
hit when 230 million Americans have attained immunity, with 
projections suggesting a roughly 50-50 split between infections 
and vaccinations. The supply-chain problems experienced 
during the last month or so will need to be fixed, and quickly, if 
115 million are to be vaccinated by September. The projections 
shown below are updated weekly and will remain a key driver 
of market volatility over the coming quarter or two.

figure 1: total immunity estimates: the u.s. is likely to 
attain herd immunity by september

Source: covid19-projections.com/path-to-herd-immunity/ 

The second reason to be optimistic is the enormous savings that 
has accrued in the U.S. since the start of the pandemic. A series 
of fiscal stimulus initiatives have resulted in personal disposable 
income coming in around $500 billion above trend, despite the 
painful recession and still massive job losses. Moreover, muted 
expenditures on travel, restaurants and so on, has meant that 
personal consumption has printed about $900 billion below trend 
(Figure 2). Taken together, this implies $1,400 billion of “excess” 
savings, a huge sum that is likely to grow even larger over coming 
months. And, crucially for the macro outlook, this represents 
a tsunami of demand just waiting to be unleashed once social 
distancing restrictions are relaxed.

figure 2: u.s. “excess” savings has soared during the 
pandemic: fiscal transfers have boosted income while 
social distancing has reduced consumption

Source: Bloomberg, Epoch Investment Partners
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THE KEY RISK FOR EQUITY MARKETS: A SHARP RISE IN 
INTEREST RATES

Our primary concern is not inflation, especially with markets 
already pricing in breakevens above 2%. In fact, U.S. core CPI 
has been quiescent for 25Y and rarely above 2% during the last 
decade, suggesting inflation expectations are firmly grounded 
and highly unlikely to become untethered. Further, empirical 
studies have demonstrated that inflation is now principally driven 
by global rather than local forces, and we know core inflation 
is tame in all major economies (e.g., 0.5% in China, and 0.2% in 
Europe). This may reflect some elements of secular stagnation, 
but we believe the overwhelming factor is tech, which is 
inherently disinflationary.

All that said, we do expect a lot of noise in CPI data this year. 
First of all, due to base effects from early 2020, as the MOM 
prints of -0.4% in March and -0.8% in April fall off. Secondly due 
to the temporary price hikes that are likely to hit the service 
sectors highlighted in Figure 3 later this year. This choppiness in 
inflation prints may cause markets to temporarily sell off, but we 
believe it will represent more of an opportunity than a threat.

Rather than inflation, our main worry is that the 10Y bond yield 
will rise due to an increase in its real yield, which is currently 
stuck at an all-time low of -1%. If the Fed allowed it to rise to 0%, 
which was its average level between the GFC and the COVID 
recession, this could drive the 10Y above 2% (well beyond the 
consensus view of 1.3% for end-2021 and 1.6% for end-2022). In 
that case we would expect interest rate sensitive sectors of the 
economy to roll over hard (much as they did in late-2018 when 
rates edged above 3%). We would also anticipate a significant 
sell-off in equities. However, this would likely prove temporary 
as the Fed would then be under enormous pressure to flatten 
the curve and, either overtly or covertly, formalize a yield curve 
control policy.

PUTTING 2020 BEHIND US: CONCLUSION AND  
INVESTMENT IMPLICATIONS

There are numerous implications for investors, but we will 
just conclude with two here. First, turbocharged by lower for 
longer interest rates, we expect long duration digital platforms 
to comprise the vast majority of S&P 500 market cap by the 
end of the decade, with tech, health care and communications 
comprising the most promising sectors. Second, in a world of 
yield starvation, with central banks holding policy rates at or 
close to zero for the foreseeable future, the best — really, the 
only — alternative for investors who seek income is a diversified 
portfolio of high-quality equities paying attractive, growing 
dividends supported by underlying, growing cash flow.

the pandemic, the elastic band was stretched to the brink but 
will soon be ready to snap back. So, expect some big moves in 
consumer spending, commencing a couple months from now. 
Now let’s consider what this means for markets.

figure 3: the rebound in consumption will likely be 
focused in three services sectors

 Source: Bloomberg, Epoch Investment Partners

WHAT DOES THIS MEAN FOR EQUITIES?

The consensus is habitually optimistic and that is certainly reflecting 
in its outlook for corporate earnings (Figure 4). However, when it 
comes to valuations, the loudest pundits plead that the market has 
become wildly expensive and untethered from fundamentals. We 
disagree, as our preferred metric (the FCF yield less the real 10Y 
bond yield) suggests the broad equity market, including tech, is 
fairly valued and within a hair’s breadth of its 25Y mean. That said, 
there are undeniably pockets of liquidity-driven speculative excess, 
as demonstrated by the massive surge in SPACs, options volume and 
margin account debt balances.

figure 4: s&p 500 eps: consensus expects a solid 
recuperation, with growth of 22% this year 
followed by 17% in 2022 and 9% in 2023

Source: Bloomberg, NBER, Epoch Investment Partners
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Epoch and Its Employees Are Proud to Support:

Epoch is honored to make additional donations to:

Chosen by the 
Charitable Giving 
Committee

The Orchid Foundation’s mission is to mentor underserved high school girls. It chooses 
girls that are excelling in their academic and/or extracurricular pursuits and help fill the 
resource gap presented by their socioeconomic backgrounds. The “Orchids” are 14-22 
year old star athletes, honor students, poets, humanitarians and feminists. 
www.theorchidfdn.org

Chosen by Vote of 
Epoch’s Employees

The world’s first food rescue organization, dedicated to feeding the city’s hungry men, 
women and children. City Harvest collects excess food from all segments of the food 
industry and delivers it free of charge to some 400 community food programs throughout 
New York City, helping feed more than one million New Yorkers that face hunger each 
year. https://www.cityharvest.org/

Dedicated to the safety, healing and self-determination of victims of domestic violence 
and related forms of gender violence. Through comprehensive services for their clients 
and their clients’ children, and through outreach, education and advocacy, we strive to 
create a world in which freedom from gender violence is a basic human right.  
www.sanctuaryforfamilies.org

Citymeals on Wheels provides a continuous lifeline of nourishing meals and vital 
companionship to our homebound elderly neighbors. The organization was founded 
in 1981 to supplement the government’s meal delivery program. The majority of the 
organization’s funding comes from donations from private individuals.  
www.citymeals.org

Doctors Without Borders is an international humanitarian medical non governmental 
organization best known for its projects in conflict zones and in countries affected 
by endemic diseases. In 2019, the group was active in 70 countries with over 35,000 
personnel mostly local doctors, nurses and other medical professionals, logistical experts, 
water and sanitation engineers, and administrators. www.doctorswithoutborders.org

Throughout the year, Epoch’s Charitable Giving Group coordinates opportunities for our employees to volunteer their 
time and money to give back to our community.

Sanctuary for Families is dedicated to the 
safety, healing and self-determination 
of victims of domestic violence and 
related forms of gender violence. Epoch 
employees donated gift cards and other 
small gifts for survivors of domestic 
violence, sex trafficking and gender 
violence in need during the holidays.

New York Cares, the largest volunteer 
organization in New York, meets pressing 
community needs by mobilizing caring 
New Yorkers in volunteer service. Epoch 
employees participated in the organization’s 
annual coat drive, which aims to collect over 
100,000 coats each year and distribute them 
to New Yorkers who need them most in the 
colder months.

Feeding America’s mission is to address food 
scarcity through a nationwide network of 
member food banks and engage our country 
in the fight to end hunger. It operates more 
than 200 food banks that feed more than 46 
million people through food pantries, soup 
kitchens, shelters and other community-
based agencies.

Epoch matches employee donations to 
eligible organizations of their choice. 
These organizations can include nonprofit 
charitable health care, educational, civic and 
cultural organizations.

Food Pantry and 
Gift Card Drive

sanctuaryforfamilies.org

Matching Gift 
Program

Coat Drive
newyorkcares.org

Food Drive
feedingamerica.org
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Epoch in the News: 2020 Year in Review

Bloomberg Surveillance
David Pearl answers questions about 
his perception of growth in the COVID-
induced bubble and the market’s return to 
fundamentals. Watch

DECEMBER APRIL
Bloomberg Radio
John Tobin weighs in on capital allocation 
policies of companies during the COVID-19 
crisis, especially as they relate to 
dividends.  Listen

JANUARY

Bloomberg Surveillance
David Pearl talked about factors driving 
the market, where he sees value, why 
free cash flow is important, and the state 
of active versus passive investing.

Barron’s
Bill Priest joins the Roundtable and 
discusses the problem with P/E 
and his thoughts on inflation. Read.
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Money Talk
Bill Priest identifies where the optimism is 
coming from following the economic fallout 
of the COVID-19 pandemic and looks at the 
shape of the global recovery.
Part I   |   Part II

MAY

Yahoo! Finance
John Tobin discusses the three 
prerequisites for markets to stabilize 
and what to look for in a potential oil 
demand rebound when economies begin 
to recover. 

Bloomberg
Bill Priest discusses the outlook for capex, 
buybacks and dividends in an economy 
that has been placed in an induced coma. 
Watch   |   Listen

UN PRI Blog
Ravi Varghese discusses why the 
pandemic’s impact on the aviation 
industry should not derail a long-term 
strategy for climate change. Read

NOVEMBER

Money Talk
Bill Priest discussed potential election 
outcome scenarios, a potential stimulus plan, 
and the importance of having a business 
strategy for the digital age. Watch

OCTOBER

Bloomberg Surveillance
David Pearl talks about the 
performance of banks and how the 
steepening of the yield curve could 
negatively impact growth stocks. Watch

Greenbiz
Ravi Varghese discussed the risks of 
climate change over the long term and 
the potential financial fallout. Read

AUGUST

CFA Institute’s Take 15
John Tobin explained why he believes the 
death of dividends is greatly exaggerated 
and how investment analysts can deal with 
the daily information overload. Watch

JULY

https://www.bloomberg.com/news/videos/2020-12-11/market-frenzy-will-correct-and-end-badly-epoch-s-pearl-says-video
https://www.bloomberg.com/news/audio/2020-04-23/not-all-companies-should-cut-dividends-epoch-s-tobin-radio?sref=dOs7ktzK
http://webreprints.djreprints.com/4747650068979.html
https://www.bnnbloomberg.ca/money-talk/markets-rebound-despite-covid-19-uncertainty~1958046
https://www.bnnbloomberg.ca/money-talk/dividend-outlook-amid-covid-19-pandemic~1958051
https://www.bloomberg.com/news/videos/2020-04-15/u-s-economy-put-in-self-induced-coma-to-fight-virus-epoch-s-priest-video
https://www.bloomberg.com/news/audio/2020-04-15/surveillance-u-s-should-model-others-stiglitz-says-podcast
https://bit.ly/2V4XA5Y
https://tdknowledgecentre.com/public/common/videoPreview.jsp?itemCode=79152BA89F43
https://bloom.bg/2HfSQqU
https://www.greenbiz.com/article/why-investors-want-financial-regulators-tackle-climate-risk
https://www.cfainstitute.org/en/research/multimedia/2020/whither-dividends


Epoch Insights: 2020 Year in Review

The Epoch Core Model: Our Proprietary 
Stock Model
Learn how the ECM is being used to enhance 
the firm’s investment processes across 
strategies, to surface ideas for further 
research, to prioritize our research queue, and 
to inform our portfolio construction process. 
Read More

Finding Value in the Darkest of Times: 
Evaluating Opportunities in the Small 
Cap Value Universe During COVID-19
The COVID-19 market dislocation has created a 
historic opportunity to buy U.S. small cap value 
stocks at attractive valuations. However, “value” 
is not what it seems when viewed through the 
oft used metric of “price-to-book value.”  
Read More

Election Campaign Enters Overdrive: 
Choppy Markets Ahead
We looked at the implications for taxes, 
regulation, health care, global trade, green 
infrastructure and antitrust issues among 
others, all dependent on the outcomes of the 
presidential and congressional contests.  
Read More

DECEMBER

NOVEMBER

SEPTEMBER

AUGUST

MAY

MARCH

The Pandemic Accelerant: Digital 
Age Business Strategies
The COVID shock acted as an accelerant 
for the digitization of the economy. 
All companies will be acutely affected, 
although the biggest winners are digital 
platforms, with their economies of scale 
and low marginal costs. Read More

Factors: Not Driving, Just Along for 
the Ride
In understanding the performance of any 
investment strategy, it is important to pay 
attention to how real economic events 
drove that performance, rather than fall 
back on a set of abstract factor returns as if 
they were somehow responsible.  
Read More

Comparing Two Market Crises: A 
New Type of Crisis Requires a  
New Solution  
Comparing the Global Financial Crisis 
and the 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. Read More
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Actively Speaking is available on:
 Apple Podcast 
Click to Listen

 Google Play 
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 year by host 
Steve Bleiberg and his guests:

Full Steam Ahead: President-elect Biden’s 
Economic Team Takes Form
Discussing key Biden appointees with Global 
Investment Strategist Kevin Hebner

The Economics of Vaccines
Insight into the economics behind vaccines with 
Research Analyst Jérôme Van Der Ghinst

The Pandemic Accelerant
Examining COVID’s impact on the digitization of the 
economy with Global Investment Strategist Kevin Hebner

Grounded: COVID-19’s Impact on the 
Aircraft Industry
Discussing how the industry is coping with Research 
Analyst Chris Wolters

Data-Driven Investing: Responding to  
the Pandemic
The Systematic Strategies Team talks about using data 
science to understand the impact of the pandemic

The Future of Food
Exploring the ever-changing food industry  
with Portfolio Manager Glen Petraglia 

Navigating a VUCA World
CEO Philipp Hensler details how managers can deal 
with volatility, uncertainty, complexity and ambiguity

Not All Dividend Cuts Are Equal
Looking at the reasons companies could be cutting 
their dividends with Portfolio Manager John Tobin

The Helicopters Are Coming
Discussing the Fed’s stimulus package with Global 
Investment Strategist Kevin Hebner

Revolution or Evolution? What Does 5G 
Really Mean?
Exploring the actual impacts of 5G technology with 
Co-CIO and Portfolio Manager David Pearl

Airlines and Their Battle for the  
Friendly Skies
Looking at the airline industry’s competitive 
landscape with Research Analyst Nigel Frankson

The P/E Ratio: A User’s Manual
Steve explores the discounted cash flow (DCF) 
valuation model and the underappreciated role 
that ROIC plays in it

Brexit Update 2020
Exploring the impact on the EU and UK economies 
with Co-CIO and Portfolio Manager Bill Booth

Cold War 2.0
Examining the trade war with China with Co-CIO 
and Portfolio Manager Bill Priest

  Spotify 
Click to Listen

http://www.eipny.com/white-papers/the-epoch-core-model-our-proprietary-stock-model/
http://www.eipny.com/insights/finding-value-in-the-darkest-of-times-evaluating-opportunities-in-the-small-cap-value-universe-during-covid-19/
http://www.eipny.com/insights/election-campaign-enters-overdrive-choppy-markets-ahead/
http://www.eipny.com/white-papers/the-pandemic-accelerant/
http://www.eipny.com/insights/factors-not-driving-just-along-for-the-ride/
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
http://www.eipny.com/podcasts/
https://clicktime.symantec.com/37xsANqhT4aHdcFR8o96TAB7Vc?u=https%3A%2F%2Fopen.spotify.com%2Fshow%2F5V3SYo6YMHUjMpbyUv8jaw


Epoch’s Reading List

Epoch aspires to be a thought leader in the global investment industry and share knowledge with our clients. Our 
employees read an array of books and publications on a variety of subjects while developing our views. Below are some 
selected titles we read in 2020.

•  The Future Is Faster Than You Think 
by Peter Diamandis and Steven Kotler

•  Modern Monopolies 
by Alex Moazed and Nicholas L. Johnson

•  No Filter: The Inside Story of Instagram 
by Sarah Frier

•  A World Without Work: Technology, Automation, 
and How We Should Respond  
by Daniel Susskind

BUSINESS, TECHNOLOGY AND 
SOCIAL MEDIA

•  The Great Reversal: How America Gave Up on  
Free Markets 
by Thomas Philippon

•  Good Economics for Hard Times: Better Answers to 
Our Biggest Problems 
by Abhijit V. Banerjee and Esther Duflo

•  Trade Wars Are Class Wars 
by Matthew Klein and Michael Pettis

ECONOMICS, TRADE & POLICY

•    The Financial Reality of Pension Funding Under ERISA
by Jack L. Treynor, Patrick J. Regan & William W. Priest, CFA

•  Free Cash Flow and Shareholder Yield: New 
Priorities for the Global Investor
by William W. Priest, CFA & Lindsay H. McClelland

•  Winning at Active Management: The Essential Roles 
of Culture, Philosophy, and Technology

     by William W. Priest, CFA, Steven D. Bleiberg & 
Michael A. Welhoelter, CFA, with John Keefe

EPOCH LIBRARY
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Actively Speaking is available on:

  Epoch’s Website 
Click to Listen

•    The Diversity Bonus 
by Scott E. Page

•  Goodbye to Deerland 
by Matti Rautkivi

• Grow the Pie
    by Alex Edmans

SOCIAL RESPONSIBILITY & ESG 
ELEMENTS

•    The Age of Illusions: How America Squandered Its 
Cold War Victory 
by Andrew J. Bacevich

•  Apollo’s Arrow: The Profound and Enduring Impact 
of Coronavirus on the Way We Live 
by Nicholas A. Christakis, MD, PhD

•  Editing Humanity: The CRISPR Revolution and the 
New Era of Genome Editing

    by Kevin Davies

•  Sapiens: A Brief History of Humankind
    by Yuval Noah Harari

HISTORY, SCIENCE & THE 
PANDEMIC

http://www.eipny.com/podcasts/
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return 17.2 11.2 11.2 10.6 12.4 11.8 9.0 21.40% 0.42

Epoch Net Return 17.2 10.9 10.9 10.3 12.0 11.4 8.5 

Russell 1000 13.7 21.0 21.0 14.8 15.6 14.0 8.5 19.10% 0.69 -0.90 -0.05 1.10 0.96

Russell 1000 Value 16.3 2.8 2.8 6.1 9.7 10.5 7.1 19.62% 0.23 0.97 0.04 1.07 0.96

S&P 500 12.1 18.4 18.4 14.2 15.2 13.9 8.1 18.53% 0.68 -0.68 -0.04 1.13 0.95

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

Epoch Gross Return 17.6 11.5 11.5 10.0 12.6 12.3 11.9 21.94% 0.38

Epoch Net Return 17.4 10.9 10.9 9.4 12.0 11.7 11.1 

Russell 3000 14.7 20.9 20.9 14.5 15.4 13.8 10.5 19.41% 0.67 -0.93 -0.05 1.11 0.96

Russell 3000 Value 17.2 2.9 2.9 5.9 9.7 10.4 9.5 19.95% 0.22 0.83 0.04 1.07 0.95

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

Epoch Gross Return 30.9 18.6 18.6 8.7 11.6 11.0 10.7 25.92% 0.28

Epoch Net Return 30.8 18.4 18.4 8.4 11.3 10.6 10.1 

Russell 2000 Value 33.4 4.6 4.6 3.7 9.7 8.7 9.5 26.12% 0.08 0.82 0.05 0.97 0.95

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

Epoch Gross Return 27.9 17.3 17.3 7.6 11.2 10.8 9.1 25.19% 0.24

Epoch Net Return 27.9 17.0 17.0 7.3 10.8 10.4 8.7 

Russell 2500 Value 28.5 4.9 4.9 4.3 9.4 9.3 7.2 25.05% 0.11 0.70 0.03 0.99 0.96

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

Epoch Gross Return 17.0 11.5 11.5 9.3 11.3 12.2 10.0 21.97% 0.35

Epoch Net Return 16.9 11.4 11.4 9.0 11.0 11.8 9.5 

Russell 3000 14.7 20.9 20.9 14.5 15.4 13.8 10.3 19.41% 0.67 -1.16 -0.06 1.11 0.97

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

Epoch Gross Return 11.7 0.8 0.8 6.3 10.4 - 11.7 16.64% 0.29

Epoch Net Return 11.6 0.5 0.5 6.0 10.0 - 11.3 

Russell 1000 Value 16.3 2.8 2.8 6.1 9.7 - 11.3 19.62% 0.23 0.07 0.01 0.84 0.98

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

Epoch Gross Return 18.0 32.8 32.8 19.0 - - 19.0 19.65% 0.89

Epoch Net Return 17.9 32.2 32.2 18.4 - - 18.4 

Russell 3000 14.7 20.9 20.9 14.5 - - 14.5 19.41% 0.67 1.13 0.04 0.99 0.96

U.S. STRATEGIES
IN USD

Annualized Returns Risk Statistics — Three Year

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 December 31, 2020
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return 11.7 (0.5) (0.5) 3.5 7.2 8.1 7.5 16.85% 0.12

Epoch Net Return 11.6 (0.9) (0.9) 3.1 6.7 7.7 7.0 

MSCI World (Net) 14.0 15.9 15.9 10.5 12.2 9.9 7.3 18.27% 0.49 -1.38 -0.05 0.89 0.92

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return 12.4 11.2 11.2 8.9 10.9 10.2 9.6 18.70% 0.39

Epoch Net Return 12.2 10.5 10.5 8.2 10.3 9.6 8.9 

MSCI World (Net) 14.0 15.9 15.9 10.5 12.2 9.9 7.4 18.27% 0.49 -0.41 -0.01 1.00 0.95

GLOBAL SELECT
Inception date: 4/30/2012

Epoch Gross Return 12.7 20.8 20.8 18.3 14.9 - 11.0 16.19% 1.03

Epoch Net Return 12.7 20.5 20.5 17.8 14.6 - 10.7 

MSCI ACWI (Net) 14.7 16.3 16.3 10.1 12.3 - 10.3 18.13% 0.47 1.37 0.09 0.84 0.89

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

Epoch Gross Return 16.0 30.3 30.3 15.9 16.1 - 13.7 16.89% 0.85

Epoch Net Return 15.8 29.7 29.7 15.4 15.6 - 13.1 

MSCI World (Net) 14.0 15.9 15.9 10.5 12.2 - 10.8 18.27% 0.49 1.16 0.06 0.90 0.94

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return 7.2 11.8 11.8 9.6 10.7 9.3 10.2 12.26% 0.65

Epoch Net Return 6.9 10.8 10.8 8.5 9.6 8.0 8.8 

MSCI World (Net) 14.0 15.9 15.9 10.5 12.2 9.9 7.4 18.27% 0.49 -0.13 0.02 0.64 0.90

BarCap U.S. Aggregate 0.7 7.5 7.5 5.3 4.4 3.8 4.6 3.36% 1.13 0.34 0.08 0.35 0.01

EMERGING MARKETS
Inception date: 12/31/2017

Epoch Gross Return 18.1 16.4 16.4 8.1 - - 8.1 18.07% 0.36

Epoch Net Return 17.9 15.9 15.9 7.7 - - 7.7 

MSCI EM Index (Net) 19.7 18.3 18.3 6.2 - - 6.2 19.60% 0.24 0.61 0.02 0.91 0.98

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

Epoch Gross Return 12.2 9.0 9.0 5.6 8.1 - 8.5 17.90% 0.23

Epoch Net Return 12.1 8.5 8.5 5.2 7.6 - 8.1 

MSCI EAFE (Net) 16.0 7.8 7.8 4.3 7.4 - 8.0 17.89% 0.15 0.35 0.01 0.98 0.95

NON-U.S. QUALITY 
CAPITAL REINVESTMENT
Inception date: 12/31/2019

Epoch Gross Return 15.9 28.2 28.2 - - - 28.2 - -

Epoch Net Return 15.7 27.6 27.6 - - - 27.6 

MSCI ACWI ex-USA (Net) 15.8 7.6 7.6 - - - 7.6 18.11% 0.15 - - - -

GLOBAL & INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Risk Statistics — Three Year

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 
Quality Value

June 2004 Russell 2000 
Value

U.S. Small Cap Value pursues long-term capital appreciation by investing in a portfolio of approximately 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 is balanced with diversification and risk control 
measures designed to achieve below-average portfolio volatility.

U.S. SMID Cap 
Quality Value

September 
2006

Russell 2500 
Value

U.S. SMID Cap Value pursues long-term capital appreciation by investing in a portfolio of approximately 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 designed to achieve below-average portfolio volatility. 

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. Quality 
Capital 
Reinvestment

December 
2017

Russell 3000 U.S. Quality Capital Reinvestment seeks to provide an attractive total return with market-like volatility by investing in U.S. companies with strong free cash flow and which provide long-term capital appreciation. 
The strategy will invest primarily in equity and equity-related instruments of companies. The portfolio will invest in companies that generate growing free cash flow and possess management with consistent and 
successful capital allocation policies with a focus on generating returns for shareholders. The portfolio generally will hold the securities of approximately 75 – 100 U.S. domiciled issuers.

Global Select March 
2012

MSCI All 
Country World 
(Net)

Global Select Composite is a concentrated global strategy of companies selected based on their ability to generate free cash flow and allocate it intelligently to create shareholder value. Our portfolio construction 
framework and stock selection process incorporates a blend of bottom-up opportunities with top-down macroeconomic insights, leading to a portfolio of up to 15 high-conviction holdings while minimizing 
unintended risk and reducing volatility.

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.

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.  

Non-U.S. 
Quality 
Capital 
Reinvestment

December 
2019

MSCI All 
Country World 
(ex-USA) (Net)

Non-U.S. Quality Capital Reinvestment pursues attractive total returns by investing in a diversified portfolio of companies that reinvest to drive future growth and have a high return on invested capital (ROIC). 
Companies in the portfolio are those that the investment team believes will have high and persistent ROIC, driven by sustainable competitive advantages or effective barriers to entry. The portfolio generally holds 
between 75 and 100 stocks from equity markets outside the U.S., with risk controls to diversify the sources of growth and reduce 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 investments, 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 September 30, 2020 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

