
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 which 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 On:  
The Changing Landscape of International Equity

A conversation with William J. Booth, CFA — Managing Director, Portfolio Manager 
and Senior Research Analyst

QUESTION. You have been leading the Non-U.S. Equity strategy for three 
years now. How has the international equity backdrop changed over that time? 

ANSWER. The most significant change I have witnessed has been the 
implementation of quantitative easing policies by the European Central Bank 

(ECB) and the Bank of Japan (BOJ). Low interest rates and asset purchase programs executed 
by these two central banks have supported the European and Japanese equity markets by 
boosting valuation multiples, though, the impact on the real economy and economic growth 
is debatable. Looking forward, we believe that company fundamentals will be increasingly 
important to equity returns as further valuation expansion is likely to be more moderate.

Epoch Investment Partners, Inc.

Quarterly Investment Update:  
One Shining Moment

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

“One Shining Moment” is the song played at the end of the annual NCAA 
basketball championship tournament in March. The first verse is about 
inspiration and hard work, whereas the second verse deals with adversity 
accompanied by injured players and missed shots.

in the news
•  Co-CIO David Pearl appeared in Barron’s 

cover story Microsoft: Faster, Stronger, Better. 
Dec 19, 2015

•  Portfolio Manager Kera Van Valen discussed 
the impact of interest rates on Asset TV. 
Dec 17, 2015

•  CEO and Co-CIO Bill Priest was featured on 
Asset TV, where he spoke about the drivers 
of global growth and share repurchases. 
Dec 9, 2015

•  David Pearl was on CNBC to discuss Epoch’s 
2016 outlook and the impact of QE. 
Nov 30, 2015

•  Bill Priest was a guest on CNBC Power 
Lunch covering the outlook for 2016.  
Nov 16, 2015 

•  Bill Priest was interviewed at the Barron’s 
Art of Successful Investing Conference on 
the importance of free cash flow. 
Oct 29, 2015
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Firm Update

 Co-CIOs Bill Priest and David Pearl 
discussed their outlook for the capital 
markets in our quarterly webcast. 
 Thursday, January 14, 2016

Replay and transcript will be available 
shortly on www.eipny.com.

EVENTS

EPOCH AND ITS EMPLOYEES ARE PROUD TO SUPPORT:

Operation Santa (USPS) New York Cares Epoch is honored to make additional donations to:

The world’s first food rescue organization, dedicated 
to feeding the New York’s hungry men, women, and 
children. www.cityharvest.org

New York’s leading service provider for survivors 
of domestic violence, sex trafficking and gender 
violence. www.sanctuaryforfamilies.org

Health organization Committed to finding a cure 
for neuroblastoma through research, education, 
awareness and advocacy. www.cncfhope.org

Global organization giving children a healthy start 
and the opportunity to learn and care when disaster 
strikes. www.savethechildren.org

Organization that enhances the lives of those with 
disabilities by rescuing and custom training dogs to 
assist them. www.freedomservicedogs.com

Group that delivers emergency medical aid to people 
affected by conflict, epidemics, disasters, or exclusion 
from health care. www.doctorswithoutborders.org
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ASSETS UNDER MANAGEMENT $41.9B

Global & Non-U.S. Equity  
Shareholder Yield  
$18.0B

Global Choice
$4.9B

Global Equity
$2.6B

Non-U.S. Large Cap
$1.6B

U.S. Large Cap
$5.6B

U.S. Small/SMID
$2.3B

U.S. All Cap/Choice
$4.3B

$28.3B

Global & Non-U.S.  
Small Cap
$1.2B

As of December 31, 2015

U.S. Equity 
Shareholder Yield
$1.4B

GLOBAL STRATEGIES U.S. STRATEGIES

$13.6B

NEW INVESTMENT PROFESSIONAL

WEI HUANG, CFA
DIRECTOR, RESEARCH ANALYST, GLOBAL PORTFOLIO MANAGEMENT

Wei Huang joins Epoch as a non-U.S. equity research analyst focusing 
primarily on Asian small cap companies. Prior to joining Epoch, Wei was 
a portfolio manager and analyst at Philadelphia International Advisors 
for thirteen years. Earlier in his career, he was a Senior Principal Engineer 

working on the NASA space shuttle program. Wei holds a B.S. in Electrical Engineering 
from the University of Science and Technology of China, a Ph.D. in Engineering from the 
Ohio State University, and an MBA from the Wharton Business School. Wei is also fluent in 
Mandarin, and holds the Chartered Financial Analyst designation. 

Every year, people respond to 
“Dear Santa” letters from needy 
children received by the U.S. Postal 
Service. In 2015, Epoch employees 
“adopted” letters, with some  
employees answering more than 
one letter. In many cases employees 
were able to provide entire families 
with holiday presents they might 
not have otherwise received. For 
more information, please visit 
about.usps.com/holidaynews/
operation-santa.htm

New York Cares is an organization 
that meets pressing community 
needs by mobilizing caring New 
Yorkers in volunteer service. 
Among the programs in which 
Epoch employees  participated in 
2015 were the Annual Coat Drive 
and Operation Backpack, where 
they volunteered to stuff over 100 
backpacks for needy children with 
school supplies purchased by Epoch. 
For more information on New York 
Cares visit www.nycares.org

http://www.eipny.com
http://www.cityharvest.org
www.sanctuaryforfamilies.org
www.cncfhope.org
http://www.savethechildren.org
http://www.freedomservicedogs.com
www.doctorswithoutborders.org
http://about.usps.com/holidaynews/operation-santa.htm
http://about.usps.com/holidaynews/operation-santa.htm
www.nycares.org


Spotlight (cont’d)

QUESTION. How will the recent U.S. Fed 
rate hike impact the global equity markets?

ANSWER. With the recent rate hike in the 
U.S., we have a situation where, for the first 
time in a long time, the monetary policies of 
the world’s major central banks have begun 
to diverge. The Fed’s first rate increase was 
more symbolic than anything else, but, going 
forward, the pace of rate increases will be 
important to monitor. The Fed has indicated 
that it expects gradual increases throughout 
2016 which, if realized, should be taken 
in stride by investors. However, we do see 
potential areas of stress emanating from the 
Fed’s tightening stance, specifically in some of 
the emerging markets. Countries, like  Brazil, 
which have large current account deficits 
and dollar denominated debt, are at risk for 
further currency weakness, capital outflows, 
and downward pressure on growth. In the 
developed markets, Fed tightening could 
support further dollar strength, impacting 
the relative competitiveness of companies 
operating in global industries.

QUESTION. How does continued QE in 
Europe affect your outlook for the region?

ANSWER. The continuation of QE in Europe 
should be supportive of current valuation 
levels. Importantly, the ECB has signaled that it 
is willing to take additional action as necessary, 
which reduces the probability of extreme tail 
events materializing. We see beginning signs  
that the real economy is improving slowly, but 
sustainably. As fundamental stock investors, 
we buy companies, not countries, though it 
is important to place potential investment 
candidates in the proper context. From a 
standpoint of positioning an international 
equity portfolio, we prefer both domestically-
oriented companies that will benefit from 
the improving European economic backdrop, 
and what we call Global Champions. Global 
Champions are industry-leading companies 
that are domiciled in one country or region, like 
Europe, but enjoy a globally diversified demand 
base. An example of the former is Accor, one of 
the world’s largest hospitality companies, which  
derives 80% of its revenue from Europe. In 
contrast, one of our global champions is Airbus, 
the French-based aircraft manufacturer that 
sources over 70% of its revenue from outside 
the eurozone. The company is benefiting from 

an upgrade cycle in the developed world and 
strong capacity additions to meet emerging 
market travel growth.

QUESTION. Have the corporate reforms 
in Japan had a meaningful impact on 
company business practices?

ANSWER. Historically, we have been 
frustrated by corporate Japan’s lack of focus 
on shareholder value creation. However, 
since the election of Shinzo Abe in late 2012, 
there has been a significant push to make 
Japan a more attractive place to invest for 
global investors. Recent initiatives include the 
creation of the JPX-Nikkei 400 Index, which 
emphasizes profitability and return metrics, 
and the issuance of a corporate governance 
code that advocates improved practices with 
respect to board composition and cross-
shareholdings, among other things. While our 
Non-U.S. Equity portfolio is currently under-
weight Japan, we have seen our opportunity 
set expand as companies implement more 
shareholder-friendly capital allocation 
policies, including increased dividend payouts 
and the initiation of share repurchase 
programs. There is also a significant amount 
of capital tied up on corporate balance 
sheets in the form of cash balances and 
cross-shareholdings that, if reinvested in 
attractive return opportunities or returned to 
shareholders, could be a powerful catalyst for 
shareholder value creation. Take, for example, 
Calbee, the leading snack food company in 
Japan with 50% market share. Management 
is focused on return on investment, a clear 
commitment to the dividend, and instituted 
an employee share ownership program 
that better aligns the company with outside 
investors. The company also  has strong 
international growth prospects and a credible 
plan to drive operating margins closer to peer 
levels, making it an attractive investment 
opportunity. 

QUESTION. How does weakness in  the 
emerging markets affect your stock selection? 

ANSWER. It’s important to recognize that 
the emerging markets are not a single 
homogeneous asset class. There are wide 
variations among emerging market countries 
in terms of economic fundamentals, political 
stability, and stock market valuations. That 

William J. Booth is a portfolio manager for 
Epoch’s Non-U.S. Equity and Global strategies 
and the director of non-U.S. research for the firm. 
He has been involved in the Non-U.S. Equity 
strategy since he joined Epoch in 2009 and took 
over lead portfolio manager responsibilities in 
January 2013. Bill joined Epoch in 2009 from 
PioneerPath Capital, which is a long/short 
equity hedge fund where he was a consumer 
and retail analyst. Prior to PioneerPath, he 
was a senior analyst at Level Global where he 
focused on the consumer and industrial sectors. 
He also held an equity research position at Louis 
Dreyfus Commodities and was a credit analyst 
with Citigroup. Bill holds a BS in Chemical 
Engineering from Yale University and an MBA 
from New York University’s Leonard N. Stern 
School of Business. He holds the Chartered 
Financial Analyst designation.

said, many emerging markets are at risk 
from rising U.S. rates, the slowdown in 
China, and the transition of an investment 
led Chinese economy to a more consumer 
driven one. Despite these headwinds, we do 
see pockets of opportunity, most notably with 
respect to the emerging market consumer. 
The number of middle class consumers in 
the emerging markets continues to rise, as 
does their disposable income. While our 
analysts regularly research emerging market 
companies as part of our investment universe, 
we have chosen to express our positive view 
on the emerging markets consumer primarily 
through developed market domiciled 
companies. We see relatively more attractive 
valuations in these companies, even after 
adjusting for exposure to slower growing 
developed markets. One such company is 
Unilever: a household, personal care, and 
food products company. While the company 
is headquartered in London, it generates 
approximately 60% of its revenue from the 
emerging markets, including some of the 
larger markets like China and India. The 
company is also migrating its business away 
from food products toward higher margin, 
faster growing, household and personal care 
categories, which are gaining popularity in 
the emerging markets. We believe that these 
factors make this developed market domiciled 
company an attractive way to gain exposure to 
the burgeoning emerging market consumer.
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Quarterly Investment Update: One Shining Moment (cont’d)
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segment declined 21%. That number compares to total returns that 
were marginally positive for the broader equity indexes. 

How about the outlook for 2016?  It is easy to find more 
negatives than positives, which suggest the three drivers of 
market returns — earnings, dividends, and P/E ratios — all  
face headwinds. 

Let us start with the outlook for earnings. Revenues for the second 
and third quarter for companies comprising the S&P 500 declined 
year over year. Unless margins expand, revenue declines quickly 
transmit into lower pretax earnings. Lower tax rates may provide 
some offset, and buy backs will also allow for higher earnings on a 
per share basis. With global GDP forecasts remaining positive but 
declining versus forecast expectations of just six months ago, it is 
reasonable to assume that pretax earnings will struggle to eke out 
any gains. 

Cash dividends rose nicely in 2015, but at a slower rate than in 
the recent past, as corporate cash-flow growth rates slowed. 
Nevertheless, we anticipate a growth rate in cash dividends of 3% 
to 4%, as cash dividend payout ratios continue to rise. Less capital 
needs to be retained to generate the same dollar of revenues 

4

The One Shining Moment award for stocks in 2015 was the 
performance of the ten largest stocks by market capitalization in 
the S&P 500 Index versus the other 490 companies included in 
that index. (See Figure 1). If you did not own these stocks and 
failed to exit the energy and materials sectors, your year’s results 
pretty much kept you out of the “tournament” for 2015. Not 
having a player named “FANG”1 or “NOSH”2 meant your chances 
of finishing in the “Sweet Sixteen” were almost nil. Put another 
way, the breadth of the market was very poor in 2015.

Another way to look at it is that the capitalization-weighted S&P 
500 Index had a 1.4% total return, while the equally-weighted 
S&P 500 Index had a 2.2% loss. That is unusual; the equally-
weighted version of that index generally outperforms the  
cap-weighted version. 

In Figure 2, on the following page, we show the performance of 
the ten GIC sectors in the S&P 500. Nine of the ten sectors ranged 
from a negative performance of 8% to positive returns of 10%. If a 
manager happened to have a “neutral” or higher weighting in the 
energy sector, the red line in Figure 2, that manager experienced 
a year from hell. The energy sector comprised around 8% of the 
MSCI World and the S&P 500 Indexes at the start of 2015. This 

1. FANG - Facebook, Amazon, Netflix, Google
2. NOSH – Nike, O’Reilly Auto Parts, Starbucks, Home Depot

Source: Bloomberg. Price return data as of December 31, 2015

figure 1: performance of stocks in s&p 500
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stocks coming from the S&P 500’s Big Ten. It is just too difficult to 
see another surge in valuations for these companies. Breadth, in 
other words, is unlikely to be so narrow in 2016. 

So, what will work? The winners will be the companies that 
generate free cash flow every year, including sluggish economic 
environments. And they will return that excess capital to 
shareholders through dividends and share buybacks or find 
opportunities to reinvest that excess cash in internal projects 
or accretive acquisitions in a manner that the expected returns 
on those capital investments exceed the incremental cost of  
capital deployed. 

This year should deliver another strong year of M&A activity and 
higher dividend payout ratios. Security selection that identifies 
managements with value-creating capital allocation opportunities 
will rule the day. They will exist in almost every industry, but 
there is unlikely to be many of them. The rising tide that resulted 
from QE that lifted all equities in the post-2008 environment 
will be missing in action this year. Security selection will be the 
key determinant of success. It will be the “One Shining Moment”  
of 2016.

in the capital-light world we now inhabit. Technology, and its 
applications, is a dividend seeker’s best friend today. 

The real determinant for a positive or negative outcome for 
equity markets in 2016 will likely be the movement in P/E ratios. 
Will they rise or fall from current levels? Two forces determine 
this valuation metric: expectations of the growth rate in 
earnings or cash flows, and changes in the discount rate used to 
calculate the present value of the expected stream of earnings or  
cash flows. 

Economic growth is likely to be positive this year, but muted. The 
Conference Board guesstimate is just over 3% on a global basis 
for this year and only 2% for the developed world. With the end 
of quantitative easing in the U.S. and the U.K., discount rates are 
unlikely to fall further from current levels, even with a continuance 
of easy central bank policies in Europe and Japan. Thus, P/E ratio 
expansion from monetary policy is most likely at an end. 

The stars of FANG and NOSH held up the capitalization-weighted 
averages in 2015, but they are unlikely to do so again in 2016. 
Unlike college basketball, we do not expect to see top-seeded 

Source: Factset. Total return data as of December 31, 2015. 

figure 2: 2015 GIC Sector Performance

Dec-14 Feb-15 Apr-15 Jun-15 Aug-15 Oct-15 Dec-15

Consumer Discretionary Consumer Staples Energy Financials
Health Care Industrials Info Tech Materials
Telecomm Utilities

+10%

-8%

-21%

0%

Quarterly Newsletter - January 20165



U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return 5.7 (3.0) 14.1 11.2 8.2 7.8 14.0 0.5 - - - -

Epoch Net Return 5.6 (3.4) 13.8 10.8 7.8 7.3 - - - - - -

Russell 1000 6.5 0.9 15.0 12.4 7.4 6.1 15.0 0.3 0.4 2.3 0.9 0.9 

Russell 1000 Value 5.6 (3.8) 13.1 11.3 6.2 6.2 15.2 0.3 0.3 2.4 0.9 0.9 

S&P 500 7.0 1.4 15.1 12.6 7.3 5.8 14.8 0.3 0.4 2.5 0.9 0.9 

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

Epoch Gross Return 5.9 (1.6) 15.7 11.9 8.2 11.7 13.5 0.7 - - - -

Epoch Net Return 5.8 (2.1) 15.1 11.4 7.6 10.9 - - - - - -

Russell 3000 6.3 0.5 14.7 12.2 7.4 9.4 15.2 0.4 0.3 4.1 0.8 0.8 

Russell 3000 Value 5.4 (4.1) 12.8 11.0 6.1 9.5 14.8 0.5 0.3 3.9 0.8 0.8 

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

Epoch Gross Return 1.1 (3.3) 12.3 10.4 8.0 10.4 16.7 0.5 - - - -

Epoch Net Return 1.0 (3.8) 11.8 9.9 7.5 9.7 - - - - - -

Russell 2000 3.6 (4.4) 11.7 9.2 6.8 10.2 18.8 0.5 0.0 1.6 0.9 0.9 

Russell 2000 Value 2.9 (7.5) 9.1 7.7 5.6 9.4 18.6 0.4 0.2 2.3 0.8 0.9 

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

Epoch Gross Return 1.3 (2.8) 13.3 10.4 - 8.0 18.1 0.4 - - - -

Epoch Net Return 1.2 (3.2) 12.8 10.0 - 7.6 - - - - - -

Russell 2500 3.3 (2.9) 12.5 10.3 - 7.5 19.0 0.3 0.1 1.0 0.9 1.0 

Russell 2500 Value 2.8 (5.5) 10.5 9.2 - 6.0 18.9 0.3 0.4 2.4 0.9 0.9 

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

Epoch Gross Return 8.2 (0.9) 16.4 13.0 8.7 9.3 15.6 0.5 - - - -

Epoch Net Return 8.1 (1.3) 16.0 12.6 8.2 8.8 - - - - - -

Russell 3000 6.3 0.5 14.7 12.2 7.4 7.9 15.1 0.4 0.3 1.4 1.0 0.9 

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

Epoch Gross Return 4.7 (1.3) 14.6 - - 13.5 9.2 1.5 - - - -

Epoch Net Return 4.6 (1.6) 14.3 - - 13.2 - - - - - -

Russell 1000 Value 5.6 (3.8) 13.1 - - 13.6 10.0 1.4 (0.0) 2.3 0.8 0.8 

U.S. STRATEGIES
IN USD

Annualized Returns Risk Statistics — Since Inception

QTD
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, 2015
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return 2.3 (4.1) 8.8 9.0 7.6 7.6 13.0 0.5 - - - -

Epoch Net Return 2.3 (4.5) 8.4 8.6 7.1 7.1 - - - - - -

MSCI World (Net) 5.5 (0.9) 9.6 7.6 5.0 5.0 16.3 0.2 0.5 3.6 0.8 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return 6.1 0.1 11.0 9.5 8.5 9.0 15.0 0.5 - - - -

Epoch Net Return 5.9 (0.5) 10.4 9.0 7.8 8.2 - - - - - -

MSCI World (Net) 5.5 (0.9) 9.6 7.6 5.0 5.2 16.2 0.2 0.7 4.3 0.9 0.9 

GLOBAL ABSOLUTE RETURN
Inception date: 12/31/2001

Epoch Gross Return 3.8 (7.3) 8.7 7.8 7.1 10.0 12.7 0.7 - - - -

Epoch Net Return 3.4 (8.6) 7.3 6.4 5.8 8.5 - - - - - -

MSCI World (Net) 5.5 (0.9) 9.6 7.6 5.0 5.7 15.5 0.3 0.5 5.8 0.7 0.7 

Barclays Capital U.S. 
Aggregate

(0.6) 0.5 1.4 3.2 4.5 4.7 3.5 1.0 0.4 11.6 (0.1) 0.0 

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

Epoch Gross Return 6.1 2.7 6.9 4.3 - 3.9 18.9 0.2 - - - -

Epoch Net Return 6.0 2.3 6.5 3.9 - 3.6 - - - - - -

MSCI EAFE (Net) 4.7 (0.8) 5.0 3.6 - 2.1 20.1 0.1 0.6 1.8 0.9 1.0 

INTERNATIONAL SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return 6.8 10.9 9.1 4.6 7.2 8.6 19.3 0.4 - - - -

Epoch Net Return 6.6 10.1 8.4 3.9 6.4 7.8 - - - - - -

MSCI World ex USA 
Small Cap (Net)

5.8 5.5 7.8 4.4 4.1 5.7 19.4 0.2 0.7 3.0 1.0 1.0 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return 3.3 2.2 10.9 7.3 8.2 11.5 15.6 0.7 - - - -

Epoch Net Return 3.2 2.1 10.7 7.1 7.8 11.0 - - - - - -

MSCI World Small Cap 
(Net)

4.2 (0.3) 10.4 7.5 6.0 11.4 17.8 0.6 0.0 1.7 0.8 0.9 

GLOBAL AND INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Risk Statistics — Since Inception

QTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  

Incept.
Std 
Dev.

Sharpe 
Ratio

Inform. 
Ratio Alpha Beta R2
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Epoch Investment Partners, Inc.

399 Park ave, new york, ny 10022     T: 212 303 7200               www.eipny.com

DISCLOSURES
1. Presentation of the Firm — Epoch Investment Partners, Inc. is a wholly owned subsidiary of The Toronto Dominion Bank. Epoch Investment Partners, Inc. (“Epoch”) became a registered investment adviser under 
the Investment Advisers Act of 1940 in June 2004. Performance from April 2001 through May 2004 is for Epoch’s investment team and accounts while at a prior firm. Performance from July 1994 through March 
2001 is for Bill Priest and the accounts while at a different prior firm. For both time periods, Bill or the investment team were the only individuals responsible for selecting the securities to buy and sell. Epoch has the 
books and records supporting the performance of this track record and will provide these records upon request. Epoch Investment Partners, Inc. claims compliance with the Global Investment Performance Standards 
(GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Epoch Investment Partners, Inc. has been independently verified for the periods June 21, 2004 through September 30, 
2015. Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to 
calculate and present performance in compliance with the GIPS standards.  The verification and performance examination reports are available upon request. 

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 representa-
tive 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 is a value-oriented equity portfolio managed by Epoch for long-term appreciation through investment in large-capitalization U.S. companies. Epoch employs a research process focused on free-cash-flow 
generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 40-60 securities which provides concentration 
with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 1000 at time of purchase. The companies are selected based on their ability to generate free 
cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. All Cap 
Value

June 2004 Russell 3000; 
Russell 3000 
Value

U.S. All Cap Value is a value-oriented equity portfolio managed by Epoch for long-term appreciation through investment in large-, medium- and small-capitalization U.S. companies. Epoch employs a research 
process focused on free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 50-60 se-
curities which provides concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 3000 at time of purchase. The companies are selected 
based on their ability to generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs. Effective 7/1/06, the 
U.S. All Cap Value Composite has been redefined to reflect only those discretionary accounts managed by the All Cap Value Team and following the respective All Cap Value model. As a result, all accounts which 
are not managed by the All Cap Value Team and have specified client risk preferences have been removed.

U.S. Small 
Cap Value

June 2004 Russell 2000; 
Russell 2000 
Value

U.S. Small Cap Value is a value-oriented equity portfolio managed by Epoch for long-term appreciation through investment in small-capitalization U.S. companies. Epoch employs a research process focused on 
free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 60-90 securities which provides 
concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 2000 at time of purchase. The companies are selected based on their ability to 
generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. SMID 
Cap Value

September 
2006

Russell 2500; 
Russell 2500 
Value

U.S. SMID Cap Value is a value equity portfolio managed by Epoch for long-term appreciation through investment in small and mid-capitalization U.S. companies. Epoch employs a research process focused on 
free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 60-90 securities which provides 
concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 2500 at time of purchase. The companies are selected based on their ability to 
generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. Choice May 2005 Russell 3000 U.S. Choice is a value equity portfolio managed by Epoch for long-term appreciation through investment in businesses that reflect the high conviction ideas of all of Epoch’s U.S. strategies. Epoch employs a 
research process focused on free-cash-flow generation as opposed to traditional accounting-based metrics such as P/E or P/B. As long-term-oriented conviction investors, the portfolio consists of approximately 
20-35 securities which provides concentration with diversification, and typically limits the market capitalization of the securities in the portfolio to that of the Russell 3000 at time of purchase. The companies are 
selected based on their ability to generate free cash flow and to allocate it accretively among internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs.

U.S. Equity 
Shareholder 
Yield

July 2012 Russell 1000 
Value

U.S. Equity Shareholder Yield Composite contains fully discretionary diversified portfolios of U.S. equity securities managed by Epoch for above average income and long-term capital appreciation. Epoch employs a 
research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as P/E or P/B. The portfolio consists of approximately 75-120 securities which are selected on the ex-
pectation they will generate excess free cash flow and whose management will allocate it prudently among dividends, share repurchases, debt pay downs, internal reinvestment opportunities and/or acquisitions.

Non-U.S. 
Equity

August 
2008

MSCI EAFE 
Index (Net) 

Non-U.S. Equity pursues long-term capital appreciation by investing in a portfolio of approximately 60-80 stocks primarily from developed markets outside the U.S. As fundamental investors with a long-term 
orientation, Epoch selects companies based on their ability to generate free cash flow and allocate it effectively for the benefit of shareholders. 

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 is a diversified portfolio of global equity securities managed by Epoch for above average income and 
long-term capital appreciation. Epoch employs a research process focused on free-cash-flow generation as opposed to traditional 
accounting based metrics such as P/E or P/B. The portfolio consists of approximately 90-120 securities which are selected on the 
expectation they will generate excess free cash flow and whose management will allocate it prudently among dividends, share repur-
chases, debt pay downs, internal reinvestment opportunities and/or acquisitions.

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 is a concentrated portfolio of global equity securities managed by Epoch for longer term capital appreciation. Epoch 
employs a research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as P/E 
or P/B. The portfolio consists of approximately 25-35 securities which are selected on the expectation they will generate excess free 
cash flow and whose management will allocate it prudently among internal reinvestment opportunities, acquisitions, dividends, 
share repurchases and/or debt pay downs. 

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 methodol-
ogy with regards to foreign withholding tax treatment.

Global Absolute Return is a concentrated portfolio of global equity securities managed by Epoch for longer term capital apprecia-
tion. Cash is actively used to limit loss exposure. Epoch employs a research process focused on free-cash-flow generation as opposed 
to traditional accounting based metrics such as P/E or P/B. The portfolio consists of approximately 25-35 securities which are se-
lected on the expectation they will generate excess free cash flow and whose management will allocate it prudently among internal 
reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs. 

International 
Small Cap

February 
2005

MSCI World 
ex-USA Small 
Cap (Net)

Effective 7/1/2009, performance information for these composites is shown 
comparative to the MSCI World ex-USA Small Cap (Net) respectively, on a 
current and retrospective basis. The benchmark previous to 7/1/2009 was 
the S&P EPAC Small Cap Index.

International Small Cap is a diversified portfolio of non-U.S. small cap stocks managed by Epoch for long term capital appreciation. 
Epoch employs a research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as 
P/E or P/B. The portfolio consists of approximately 125-175 securities which are selected on the expectation they will generate excess 
free cash flow and whose management will allocate it prudently among internal reinvestment opportunities, acquisitions, dividends, 
share repurchases and/or debt pay downs. 

Global Small 
Cap

June 2004 MSCI World 
Small Cap 
(Net)

Effective 7/1/2009, performance information for these  
composites is shown comparative to the MSCI World Small Cap (Net) 
respectively, on a current and retrospective basis. The benchmark previous 
to 7/1/2009 was the S&P Developed Small Cap Index.

Global Small Cap is a diversified portfolio of global small cap stocks managed by Epoch for long term capital appreciation. Epoch 
employs a research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as P/E or 
P/B. The portfolio consists of approximately 150-200 securities which are selected on the expectation they will generate excess free 
cash flow and whose management will allocate it prudently among internal reinvestment opportunities, acquisitions, dividends, 
share repurchases and/or debt pay downs. 

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 mea-
sure of the volatility of the account relative to the account benchmark. R-squared is a measure of how closely an account’s performance correlates with the performance of the account benchmark, ranging from 0, 
indicating no correlation, to 1, indicating perfect correlation.  Composite-level risk statistics are calculated using monthly rates-of-return.  Statistics calculated using a sample of less than 36 months can be considered 
a less reliable estimate of the characteristic’s true value.

4. Benchmark Source — Russell Investments; MSCI Inc.; Standard & Poor’s; and Barclays Capital are the source and owners of the index data contained herein (and all trademarks related thereto), which may not be 
redistributed.  Reference to an index does not imply that the portfolio will achieve returns, volatility or other results similar to the index.  The composition of the indices are provided for your information only and may 
not reflect the manner in which a portfolio is constructed in relation to expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility or tracking error targets, all of which 
are subject to change over time.  Indices are unmanaged.  The figures for each index reflects the reinvestment of dividends but do not reflect the deduction of any fees or expenses which would reduce returns except 
for the MSCI (Net) indices where net total return indices reinvest dividends after the deduction of withholding taxes, using (for international indices) a tax rate applicable to non-resident institutional investors who do 
not benefit from double taxation treaties.  Investors cannot invest directly in indices.

5. Total Return Methodology — Valuations are computed and performance is reported in U.S. dollars.  Composite returns are presented gross and net of management fees and include the reinvestment of all income. 
Gross-of-fees returns are presented before management fees but after all trading expenses. Net performance reflects the gross-of-fees return reduced by the investment management fee and performance-based fee 
(where applicable) incurred.  Effective 1/2008, net performance is calculated by deducting the actual investment management fee incurred by each portfolio in the composite.  Prior to 1/2008, net-of-fee returns reflect 
the deduction of the highest annual management fee, calculated on a monthly basis.   Returns include the effect of foreign currency exchange rates. Composite and benchmark (international indices) returns are pre-
sented net of non-reclaimable withholding taxes. Periods over one year are annualized. Internal dispersion is calculated using an asset-weighted standard deviation of annual gross returns of those accounts that were 
included in the composite for the entire year.  Internal dispersion figures that are not meaningful due to the limited number of accounts in the composite are annotated by N/A. The three-year annualized standard 
deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. Policies for valuing portfolios, calculating performance, and preparing compliant presentations are 
available upon request. Past performance is not indicative of future results. An account could incur losses as well as gains.

6. Significant Cash Flow Policy — Effective January 1, 2008, Epoch does not apply a significant cash flow policy as all accounts are valued daily.  From January 1, 2006 to December 31, 2007, Epoch 
defined a 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 Ashland Partners & Company LLP from June 21, 2004 through 
September 30, 2015. 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

www.eipny.com

