
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: Early Innings for the Post-Pandemic Recovery 
in U.S. Small Cap Equities?

A conversation with Justin Howell, CFA, Managing Director and Portfolio Manager and Rick 
Vandale, CFA, Managing Director and Client Portfolio Manager

QUESTION. How have small cap stocks performed relative to large cap 
stocks throughout the pandemic period and subsequent recovery?  

ANSWER. The early part of the pandemic was rough for small caps and 
they significantly underperformed their large cap brethren in the nine-
month period ending September 30, 2020. Over that period, the return 
of the Russell 2000 (small cap) Index equaled -8.7% versus 6.4% for the 
Russell 1000 (large cap) Index. Small caps had underperformed large 

caps by 15.1% year to date. In fact, at that point in time small caps had underperformed 
large caps over the trailing 1-, 3-, 5-, and 10-year periods, a historical period of 
underperformance for small caps as an asset class. 

Quarterly Investment Update — 12 FAQs on Inflation
William W. Priest, CFA — Executive Chairman, Co-CIO and Portfolio Manager 
Kevin Hebner, PhD — Managing Director, Global Investment Strategist 

Last month we wrote a white paper, “America’s Risky Experiment: Will the Inflation 
Genie Escape?” It emphasized that massive fiscal stimulus and excessively 
loose financial conditions risk pushing demand well above potential GDP 
and driving inflation markedly higher. For similar reasons, Larry Summers of 
Harvard excoriates Bidenomics as the “least responsible” economic policy in 
40 years.
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Article continued on page 4

in this issue
PAGE 2 Firm Update

PAGE 3 Spotlight (cont’d) 

PAGE 4-5 Quarterly Investment Update (cont’d)

PAGE 6-7 Performance

PAGE 8 Disclosures 

announcements
We have moved our New 
York office to One Vanderbilt 
Avenue. The newly 
constructed building has the 
highest Leadership in Energy 

and Environmental Design (LEED) and WELL 
(human health and well being) certifications 
and is centrally located to the City’s major 
transit hubs.

in the news
•  Executive Chairman, Co-CIO and Portfolio 

Manager Bill Priest joined Bloomberg 
Surveillance to discuss shareholder yield 
and central bank digital currencies —  
May 28, 2021

•  Portfolio Manager John Tobin was 
interviewed by Barron’s on the recovery of 
dividends following the pandemic-induced 
struggles of 2020 — April 8, 2021
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Firm Update
ASSETS UNDER MANAGEMENT $29.2B

Global/Non-U.S. 
Shareholder 
Yield  
$9.9B

Global Choice/
Select
$4.0B

Global/Non-U.S. 
Quality Capital 
Reinvestment
$4.1B

Non-U.S. Large Cap
$0.9B

U.S. Large Cap
$4.6B

U.S. Small/ 
SMID Cap
$0.9B

U.S. All Cap/
Choice
$1.3B

$19.1B

As of June 30, 2021 in U.S. Dollars. AUM + Advisory Only Assets ($4.2B) = $33.4B

U.S. Equity 
Shareholder Yield
$2.3B

GLOBAL STRATEGIES U.S. STRATEGIES

$10.1B

Totals may not add due to rounding.

U.S. Quality Capital 
Reinvestment
$1.0B

RECENT INSIGHTS
EVENTS

•  Epoch’s Quarterly Capital Markets 
webcast was held on June 24, 2021. Bill 
Priest, Kevin Hebner and Client Portfolio 
Manager Rick Vandale discussed: 

 - Inflation’s implications for equity markets

 -  The opportunity in small cap equities

 -  Why investors should focus on quality 
and free cash flow as opposed to low 
price to book

Listen to the Replay

America’s Risky Experiment: Will the Inflation Genie Escape?
Inflation risks are at a four-decade high due to today’s combination of a 
generous Treasury, an overly tolerant Fed and a reopening economy. While 
our base-case scenario assumes only a brief period of above-target inflation, 
investors should brace themselves for more inflation scares, which will likely 
remain a key driver of equity markets well into 2022. Read More

Will the Inflation Genie Escape?
Inflation risks are at a four-decade high due to today’s combination of a generous Treasury, an overly 
tolerant Fed and a reopening economy. We discuss our base-case scenario, which assumes only a brief 
period of above-target inflation; investors should brace themselves for more inflation scares, which will 
likely remain a key driver of equity markets well into 2022.

With Global Investment Strategist Kevin Hebner 

Money 3.0: Central Bank Digital Currencies
Central Bank Digital Currencies have progressed from a bold speculative concept to a seeming 
inevitability and will soon be a core feature of our financial ecosystem. The rollout of CBDCs will further 
accelerate the digitization of the economy, which is the key defining feature of markets over the 
past decade. We discuss the history of money, the ways digital currencies can work, and the various 
implications central bank digital currencies could have on wholesale banking and individual consumers, 
as well as monetary and fiscal policy.

With Global Investment Strategist Kevin Hebner 

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

Emerging Markets
$0.2B

ESG NOTES
•  We welcomed new ESG Analyst Maya 

McFann to the team in our London office. 
She joined us from PwC’s Sustainability and 
Climate Change team. She holds an MSc 
in Climate Change and Finance (Imperial 
College), a Masters in Chemical Engineering 
(University of Birmingham) and a CFA 
certificate in ESG Investing.

•  Epoch submitted our third PRI report in 
April, which followed an overhaul of our UK 
Stewardship Code reporting and our first 
Modern Slavery statement.

•  We saw an increase in resolutions related 
to racial and gender equality in this year’s 
proxy season.

•  Cyberattacks showed the importance of a 
robust enterprise risk management system 
supported by strong governance structures.
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Spotlight: Early Innings for the Post-Pandemic Recovery in U.S. Small  
Cap Equities? (cont’d)

Then, coinciding with the introduction of vaccines in the fourth 
quarter of last year, small caps initiated a large rally and went 
on to outperform large cap stocks. For the nine-month period 
ending June 30, 2021, the return of the Russell 2000 Index 
equaled 54.7% versus only 31.8% for the Russell 1000 Index.

QUESTION. Do smalls caps still look attractive relative to 
large cap equities from an asset class perspective? 

ANSWER. Yes, we believe that they do. Historically, small 
caps perform very well on both a relative and absolute basis 
following a sharp decline in the stock market. They also tend 
to perform well during periods of high U.S. GDP growth. 
This is because the sales earnings, and cash flows of small 
cap companies are more sensitive to U.S. economic growth 
compared to large cap companies, especially when U.S. GDP 
is growing well above 2%. For example, historically, when U.S. 
GDP growth ranges from 2%-4%, the average return on small 
caps has equaled 13.0%. Current consensus estimates for U.S. 
GDP growth is 6.4% for 2021 and 3.5% for 2022, potentially 
establishing an attractive return environment for small caps. 

More important to us in terms of assessing the attractiveness 
of small cap equities are the forward-looking fundamentals, 
including estimates for revenue and profit growth, as well as 
relative valuation. Based on current consensus estimates, small 
caps are expected to have higher revenue and profit growth 
relative to large caps in both 2021 and 2022. For revenue growth, 
the estimates for small caps are 13.0% and 7.3%, respectively, 
versus only 10.8% and 6.4% for large caps. In a similar manner, the 
profit growth estimates for small caps equal 101.8% and 31.5%, 
respectively, versus only 53.0% and 8.7% for large caps. 

Finally, small cap equities are currently trading at historically low 
valuations relative to large caps. It’s important to note that small 
caps almost always trade at a premium relative to large caps 
due to their above average growth prospects. What’s important 
is to focus on the change in this relative relationship over time. 
Historically, the valuation premium for small caps (on a forward 
1-year basis) has averaged 120% over the trailing 20-year period. 
The current premium equals only 108%. The last time that the 
premium was this low was in 2008 during the financial crisis. 

So, in addition to superior growth, small cap valuations are at historically 
low levels; the best of both worlds from a fundamental perspective.

QUESTION.  What’s driving the current rally in small cap stocks?

ANSWER. To date, the rally in small cap equities has been led 
by “low-quality” companies. While there are different definitions 
of quality in our industry, S&P measures quality based on ROE, 
accruals and balance sheet strength. For example, if you look at 
the six-month period ended June 30, 2021 for the S&P 600 Small 
Cap Quality Index, the returns for the lowest quality quintile 
equaled 41.9% versus only 15.9% for the entire S&P 600 Small Cap 
Quality Index. Separately, we noticed that the weighted average 
return of loss-making companies in the Russell 2000 Value Index 
equaled 39.5% year-to-date, as opposed to only 19.7% for the most 
profitable companies within the Index.

QUESTION. What approach is best for small cap investing?

ANSWER. Despite the recent strong performance of “low-
quality” companies, we advocate taking a “high-quality” 
approach. Two metrics that we focus on in our own work include 
free cash flow yield and return on invested capital (ROIC) or 

as a proxy return on equity (ROE). Over the last 35 years the 
annualized return on high free cash flow yield companies has 
equaled 15.1% versus -0.7% for the companies with the lowest 
free cash flow yields. In a similar manner, the annualized return 
on high ROE companies equaled 11.5% versus only 0.4% for low 
ROE companies. Bottom line, high-quality small cap companies 
outperform low-quality small cap companies over the long run. 

From a shorter-term perspective, high-quality small cap companies 
are currently trading at historically low valuations relative to 
low-quality small caps. At the beginning of 2020, the relative 
median P/E of high-quality small caps as compared to low-quality 
companies equaled a little over 60%. Since then the ratio has 
declined to only 20%. This is the lowest relative valuation for high- 
quality small caps in over 20 years. So, in addition to superior cash 
generation and high returns on capital, high-quality small cap 
valuations look very attractive at the moment. Once again, the 
best of both worlds from a fundamental perspective. 

Finally, the strong performance of low-quality companies in the 
initial stages of a small cap rally is not unusual. Historically, while 
high-quality stocks outperform on the way down, they lag in the 
early stages of the recovery and then gain momentum over time. 
Looking at the previous two bear markets in small caps (Feb 2003 
and Feb 2009) we found that low-quality companies outperformed 
high-quality companies for about 14 months on average after the 
market bottom. Subsequently, high-quality small caps outperformed 
low-quality small caps thereafter by a wide margin for years. It has 
been approximately 15 months since the market bottom in March 
2020. If history repeats itself, high-quality small caps could perform 
well on a relative basis going forward. 

QUESTION. What about active vs. passive for quality small caps?

ANSWER. We advocate taking an active approach due to the 
typical construction of the small cap indexes, and the continued 
inefficiencies in the small cap markets. Over the last 10 years, the 
percentage of loss-making companies within the small cap indexes 
has increased. For example, the percentage of loss-making 
companies in the Russell 2000 Index and Russell 2000 Value 
Index now equals approximately 40% and 35%, respectively. This 
trend is partially due to the decline in public companies in the U.S. 
A smaller pool of public companies forces the index providers to 
include an increasing number of smaller companies to fill out their 
indexes. Oftentimes, small companies are in the early stages of 
their development and struggle to generate profit on a consistent 
basis, especially if their business model remains unproven. As a 
result, investments in index funds or ETFs will, by default, result in 
a large exposure to loss-making companies and conversely a sub-
optimal exposure to high-quality companies. 

 
Justin is a portfolio manager for Epoch’s U.S. equity investment strategies. He 
joined the firm as a research analyst in 2012 and has been a portfolio manager 
since 2017. Before joining Epoch, Justin was a research analyst at JPMorgan Chase. 
Justin holds a BA in Business Administration from the University of Michigan.

Rick is a client portfolio manager for Global and U.S. equity strategies. Prior to joining 
Epoch in 2013, Rick was a portfolio manager at TD Asset Management where he was 
responsible for managing U.S. equity portfolios. Prior to TD, he was the Chief Investment 
Officer of Banknorth Investment Management Group, where he was responsible for both 
institutional and private client assets. Previously, he held portfolio and relationship 
management positions at Wellington Management Co. and Standish, Ayer & Wood. 
He is a finance graduate of the Isenberg School at the University of Massachusetts, 
Amherst, and holds an MBA from Northeastern University.

*Source for all data, FactSet Research Systems
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Quarterly Investment Update — 12 FAQs on Inflation (cont’d)
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national rent climbed 9.2% in the first half of 2021. Further, 
surveys by the New York Fed and Fannie Mae suggest renters are 
braced for hikes of 7% to 10% in the coming year.

5. WHICH PAST IS PROLOGUE? WHAT IS THE BEST HISTORICAL 
ANALOGY TO TODAY?

One candidate is 1950-53, when a temporary surge in inflation 
reflected a one-off increase in government spending for the 
Korean War. A second is the period immediately following 
WWII, when the war economy had to quickly pivot to civilian 
needs. Finally, there is the late-1960s, which our paper 
discussed in some detail. In addition to the OPEC shocks, it took 
many years and multiple policy errors for inflation to become 
unanchored in the 1970s. Overall the historical analogues 
strongly suggest our current reflation will prove short-lived and 
that an awful lot would have to go wrong to experience a replay 
of the 1970s.

6. WHAT IS THE HISTORICAL TRACK RECORD IN 
FORECASTING INFLATION?

Bad. The track record of economists, professional forecasters 
and the bond market is profoundly unimpressive, as 
demonstrated by an article last month from the Peterson 
Institute, “Who are the better forecasters of inflation, bond 
traders or economists?” Further, both big shifts in inflation 
regimes since 1960 were surprises to bond markets and 
professional forecasters. Bottom-line: Be humble, as nobody 
can predict big changes in inflation.

7. DOES MONETARY THEORY PROVIDE A USEFUL GUIDE?

No. For the last 50+ years the MV=PT identity has not been 
helpful. Regardless, many worry that the massive expansion 
in money supply (M) could result in a sudden rise in prices (P). 
However, this requires velocity of circulation (V) to be stable 
and that hasn’t been the case for decades. Moreover, even if V 
did revert it would more likely impact asset prices than the CPI.

8. WHICH ARE MORE IMPORTANT, CYCLICAL OR SECULAR 
DRIVERS OF CONSUMER PRICES?

The latter. Over the last two decades, health care and education 
prices have more than doubled, reflecting the prevalence of 
monopolies, regulations and so on (Figure 1). On the other hand, 
competitive goods markets tend to produce lower prices, as can 
be seen by the categories at the bottom (e.g., TVs, toys, clothing).

1. WILL THE OUTPUT GAP BE LARGE ENOUGH TO DRIVE A 
SUSTAINED RISE IN INFLATION?

Short answer: Probably not. The argument of Larry Summers and the 
other inflationistas is that last year’s output gap has already closed, 
yet the stimulus will keep on coming and this spells inflation. While 
this qualitative argument makes enough sense, the actual numbers 
involved are just too small. To illustrate, the U.S. output gap for this 
cycle is likely to peak at 1.5% to 2.0% (according to the IMF, CBO and 
others). Even with very generous Phillips curve estimates, we cannot 
see how this generates inflation sustainably above 3%. The period 
of peak stimulus is already well behind us and, for better or worse, 
divided government is the best protection against inflation.

2. BOOMING, BUT WITH BOTTLENECKS: WILL SUPPLY 
CONSTRAINTS BE LARGE AND PERSISTENT ENOUGH TO 
PRODUCE RUNAWAY INFLATION?

Likely not. The conceptual reason is that the bottlenecks 
exist in competitive markets, where the best cure for high 
prices is, well, high prices. In fact that’s the whole point of a 
market economy. Of course the invisible hand doesn’t work 
instantaneously; it takes time, which could amount to three 
quarters or, in some cases, three years. This is true except for 
sectors that have been monopolized, are highly regulated, or 
otherwise protected from competition (like oil in the 1970s, or 
portions of health care, education and housing today).

Semiconductors comprise one of the more challenging 
bottlenecks, reflecting the complexity of global supply chains, 
and it has impacted numerous sectors, most notably vehicles. 
Further, even though most commentary focuses on goods 
markets, the bigger risk lies in the services sector, where 
bottlenecks often take years to resolve. One concern is that 
the combination of strong labor demand with a weak supply 
response could imply higher wages and the risk of the dreaded 
wage-price spiral.

3. HOW WILL WE KNOW IF A WAGE-PRICE SPIRAL IS 
TAKING HOLD?

This is a crucial question as the key risk to our benign view is 
that inflation expectations become embedded into wages. The 
two most important releases to watch are the Employment Cost 
Index (ECI) and the Atlanta Fed wage series, as they both control 
for compositional changes. This is critical as the low-wage leisure 
and hospitality sector accounted for nearly 50% of the 3.3 million 
jobs added in the U.S. YTD. So far both of these wage series 
appear tame and, through 2022-23, we expect wage growth to 
increase solidly, but not to escalate as it did in the 1970s.

4. IS HOUSING A RISK TO INFLATION?

Yes, a sustained run-up in rents is the second biggest risk. 
Housing represents 17.8% of core personal consumption 
expenditures (PCE), and is an even higher percentage of the CPI. 
Additionally, U.S. home prices are up 14.6% YoY, and the median 



figure 2: correlation between 2y breakeven and spx

Source: Bloomberg, Epoch Invest

This chart is helpful for interpreting four different perspectives 
on the inflation outlook. First, investors who expect reflationary 
forces to be longer lasting than consensus should overweight FIN 
vs TECH and SVX vs SGX. Second, the opposite for those on “team 
transitory” who see inflation quickly returning to target. Third, 
a reasonable case can be made that the inflation trajectory is a 
real unknown, which argues for balance in portfolio construction. 
Finally, investors who expect runaway inflation should exit equity 
markets entirely. The U.S. experienced eight such periods since 
1925 and they produced an average real return of -7% (vs +10% in 
non inflationary periods).

While all four perspectives are possible, we believe the second 
is most likely. The reflationary period, which began in early 
November (when vaccines were approved), is now largely behind 
us, and we believe quality growth is likely to outperform. Epoch 
has always believed in focusing on companies that have an ability 
to produce free cash flow on a sustainable basis and have a proven 
track record of allocating capital wisely. We are confident these 
companies are the most probable winners and the ones most likely 
to provide investors with the best returns. In today’s challenging 
environment, with heightened risks around the inflation trajectory, 
we believe these principles are ever more important.

figure 1: prices of select goods and services — 
health care and education have soared, while tvs 
and toys have plummeted

Source: Bloomberg

9. IS TECH AND THE DIGITIZATION OF THE ECONOMY STILL 
INHERENTLY DEFLATIONARY?

Yes, but it has been receiving much less attention since the 
onset of the pandemic. The digital economy, broadly defined, 
represents about 40% of U.S. GDP and the lion’s share of growth, 
especially over the last 18 months. Further, official data likely 
overstates inflation by 100+ bps (as they don’t fully account for 
tech innovations).

10. TAPER TANTRUM 2.0?

Certainly possible. The Fed is likely to announce its intent to 
commence tapering in the fourth quarter. Many investors are 
understandably worried about a replay of 2013’s tantrum when the 
10-year yield rose by over 100 bps. That sell-off occurred because 
investors thought tapering meant rate hikes were imminent. 
However, the first hike didn’t occur until December 2015, a full 31 
months after the tantrum began. Avoiding another tantrum will 
require flawless Fed communications, which is the main reason we 
expect higher rate vol in the second half.

11. ARE RISKS ELEVATED IN OTHER COUNTRIES OR IS THIS JUST 
A CONCERN IN THE US?

There has been an acceleration in inflation in the UK, Europe and 
many other regions. However, nothing has matched the pace in the 
U.S., primarily reflecting its much larger fiscal stimulus. We expect 
inflationary pressures to be transitory in all developed markets and 
most, but not all emerging markets.

12. HOW SHOULD INVESTORS POSITION THEIR PORTFOLIOS?

Markets typically view a rise in short-term inflation breakevens 
as good news, signaling a cyclical improvement, and relative 
performance from early November to mid-May was roughly inline 
with historical correlations (Figure 2). However, during the last two 
months the reflationary trade has faltered. The two-year breakeven 
declined by 40 bps, and performance has again been consistent with 
historical correlations, but this time in the opposite direction.
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return 7.1 20.5 51.4 17.2 16.4 13.0 9.8 21.30% 0.74

Epoch Net Return 7.1 20.4 51.0 16.8 16.1 12.6 9.3 

Russell 1000 8.5 15.0 43.1 19.2 18.0 14.9 9.0 18.84% 0.95 -0.37 -0.03 1.10 0.95

Russell 1000 Value 5.2 17.0 43.7 12.4 11.9 11.6 7.8 19.80% 0.56 1.00 0.04 1.05 0.95

S&P 500 8.5 15.3 40.8 18.7 17.6 14.8 8.7 18.26% 0.95 -0.26 -0.03 1.13 0.94

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

Epoch Gross Return 7.9 21.4 53.6 17.4 17.2 13.5 12.5 21.83% 0.74

Epoch Net Return 7.7 21.1 52.8 16.7 16.6 12.9 11.7 

Russell 3000 8.2 15.1 44.2 18.7 17.9 14.7 10.9 19.15% 0.91 -0.26 -0.03 1.11 0.95

Russell 3000 Value 5.2 17.7 45.4 12.2 12.0 11.5 10.0 20.15% 0.54 1.03 0.04 1.06 0.95

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

Epoch Gross Return 3.6 22.8 69.7 15.7 15.6 12.5 11.7 26.32% 0.55

Epoch Net Return 3.5 22.7 69.4 15.4 15.2 12.1 11.1 

Russell 2000 Value 4.6 26.7 73.3 10.3 13.6 10.8 10.6 26.49% 0.34 0.84 0.05 0.96 0.94

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

Epoch Gross Return 4.9 21.5 63.0 14.6 14.6 12.3 10.2 25.46% 0.52

Epoch Net Return 4.8 21.3 62.7 14.3 14.2 11.9 9.8 

Russell 2500 Value 5.0 22.7 63.2 10.6 12.3 10.9 8.4 25.42% 0.37 0.86 0.04 0.98 0.97

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

Epoch Gross Return 7.6 19.0 48.5 16.3 16.2 13.0 10.8 21.66% 0.69

Epoch Net Return 7.6 19.0 48.4 16.1 15.9 12.7 10.4 

Russell 3000 8.2 15.1 44.2 18.7 17.9 14.7 10.9 19.15% 0.91 -0.52 -0.04 1.11 0.96

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

Epoch Gross Return 5.0 13.9 33.7 11.8 10.5 - 12.6 16.83% 0.62

Epoch Net Return 5.0 13.7 33.3 11.4 10.1 - 12.2 

Russell 1000 Value 5.2 17.0 43.7 12.4 11.9 - 12.6 19.80% 0.56 -0.15 0.01 0.84 0.97

U.S. QUALITY CAPITAL 
REINVESTMENT
Inception date: 12/31/2017

Epoch Gross Return 9.6 15.4 48.9 23.2 - - 20.9 19.51% 1.12

Epoch Net Return 9.4 15.1 48.2 22.6 - - 20.3 

Russell 3000 8.2 15.1 44.2 18.7 - - 16.9 19.15% 0.91 1.12 0.04 1.00 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 June 30, 2021
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return 4.8 12.7 32.3 9.3 7.9 8.4 8.1 16.77% 0.48

Epoch Net Return 4.7 12.4 31.8 8.8 7.5 8.0 7.6 

MSCI World (Net) 7.7 13.0 39.0 15.0 14.8 10.7 7.9 17.96% 0.76 -1.07 -0.04 0.89 0.91

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return 7.4 10.4 37.0 12.3 13.7 10.5 10.0 18.17% 0.60

Epoch Net Return 7.2 10.1 36.1 11.6 13.0 9.9 9.3 

MSCI World (Net) 7.7 13.0 39.0 15.0 14.8 10.7 8.0 17.96% 0.76 -0.66 -0.02 0.99 0.95

GLOBAL SELECT
Inception date: 4/30/2012

Epoch Gross Return 7.2 8.3 31.0 20.2 17.6 - 11.4 15.63% 1.21

Epoch Net Return 7.2 8.1 30.2 19.6 17.1 - 11.0 

MSCI ACWI (Net) 7.4 12.3 39.3 14.6 14.6 - 11.1 17.70% 0.75 0.92 0.07 0.83 0.89

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

Epoch Gross Return 8.8 13.8 42.5 20.0 18.8 - 14.7 16.70% 1.12

Epoch Net Return 8.7 13.6 41.9 19.6 18.3 - 14.0 

MSCI World (Net) 7.7 13.0 39.0 15.0 14.8 - 11.8 17.96% 0.76 1.10 0.06 0.90 0.94

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return 8.2 10.7 26.7 11.2 14.1 9.7 10.5 11.79% 0.84

Epoch Net Return 7.9 10.2 25.4 10.1 12.9 8.4 9.1 

MSCI World (Net) 7.7 13.0 39.0 15.0 14.8 10.7 7.9 17.96% 0.76 -0.48 0.02 0.62 0.89

BarCap U.S. Aggregate 1.8 (1.6) (0.3) 5.3 3.0 3.4 4.4 3.44% 1.18 0.49 0.09 0.48 0.02

EMERGING MARKETS
Inception date: 12/31/2017

Epoch Gross Return 4.8 5.5 36.8 11.7 - - 8.6 17.02% 0.61

Epoch Net Return 4.7 5.2 36.2 11.2 - - 8.1 

MSCI EM Index (Net) 5.0 7.4 40.9 11.3 - - 7.5 18.52% 0.54 0.13 0.01 0.91 0.97

NON-U.S. EQUITY 
CHOICE
Inception date: 9/30/2015

Epoch Gross Return 3.3 6.3 28.4 8.8 10.9 - 8.9 17.43% 0.43

Epoch Net Return 3.2 6.1 27.8 8.4 10.4 - 8.5 

MSCI EAFE (Net) 5.2 8.8 32.4 8.3 10.3 - 8.9 17.49% 0.40 0.14 0.01 0.97 0.95

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

Epoch Gross Return 7.2 10.4 39.1 - - - 26.0 - -

Epoch Net Return 7.1 10.1 38.5 - - - 25.5 

MSCI ACWI ex-USA (Net) 5.5 9.2 35.7 - - - 13.4 - - - - - -

GLOBAL & INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Risk Statistics — Three Year
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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. Composite Structure — Epoch’s composites include all tax-exempt and taxable portfolios above $500,000 in size and are generally managed relative to an applicable market index. Results are 
based on fully discretionary accounts under management, including those accounts no longer with the firm.  Where indicated, the changes to benchmarks or composites, noted below, were made 
to present a more representative and insightful comparison to the investment strategies. A complete list of composite descriptions, broad distribution pooled funds and limited distribution pooled 
funds are available upon request.

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 
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.  

Global Equity  
Shareholder 
Yield

January 
2006

MSCI World 
(Net) 

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)

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) 

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 — 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. Standard Deviation is a statistical measure of the degree to which an individual value in a probability distribution tends to vary from the mean of the distribu-
tion. The greater degree of dispersion, the greater degree of risk. Sharpe Ratio is risk-adjusted measure that measures reward per unit of risk. The higher the Sharpe Ratio, the better. The numerator is 
the difference between the portfolio’s annualized return and the annualized return of a risk-free instrument. The denominator is the portfolio’s annualized standard deviation (population). Information 
Ratio is a measure of consistency in excess return. The annualized excess return over a benchmark divided by the annualized standard deviation (population) of excess return. Alpha is a risk (beta-
adjusted) return measurement. It measures the fund’s value added relative to a benchmark. It is the Y intercept of the regression line. Beta is the systematic risk of a portfolio. The beta of a portfolio is 
its sensitivity to a benchmark. The linear relationship between two return series. R-squared is the correlation squared. Correlation shows the strength of the relationship between two return series. The 
higher the correlation, the more similar the returns..
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, applied on a monthly basis.   Returns include the effect of foreign currency exchange rates. 
Composite and benchmark (international indices) returns are presented net of non-reclaimable withholding taxes. Periods over one year are annualized. Internal dispersion is calculated using an asset-
weighted standard deviation of annual gross returns of those accounts that were included in the composite for the entire year.  Internal dispersion figures that are not meaningful due to the limited 
number of accounts in the composite are annotated by N/A. The three-year annualized standard deviation measures the variability of the composite gross returns and the benchmark returns over the 
preceding 36-month period. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available upon request. Past performance is not indicative of future results. An 
account could incur losses as well as gains.  
6. Significant Cash Flow Policy — Effective January 1, 2008, Epoch does not apply a significant cash flow policy as all accounts are valued daily.  From January 1, 2006 to December 31, 2007, Epoch 
defined a significant cash flow as one in excess of 25% of the portfolio market value.  Prior to January 1, 2006 Epoch’s policy required the temporary removal of any portfolio incurring a client initiated 
significant cash flow of 10% or greater of portfolio market value.  Additional information regarding the Epoch’s historical treatment of significant cash flows is available upon request.
7. To receive a complete list and description of Epoch’s composites, GIPS® firm-wide verification or composite examination reports by ACA Compliance Group from June 21, 2004 through March 31, 
2021 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.
8. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.

http://www.eipny.com

