
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 Active Management
A conversation with Steven D. Bleiberg — Managing Director, Global Portfolio Management

QUESTION. How would you describe the backdrop for active managers 

over the past few years? 

ANSWER. It’s definitely been a challenging period. The S&P 500 gained 
nearly 75% (including dividends) in the three years through the end of 
December, its strongest three-year period since the tech/telecom bubble 

of the 1990s. During this period, the Index beat more than half of the managers in the 
eVestment U.S. Large Cap Universe net of fees. We think the main reason for this was the Fed’s 
quantitative easing policy (QE). 

Epoch Investment Partners, Inc.

Quarterly Investment Update: Monetary 
Policy and its Investment Impact
By William W. Priest, CFA — CEO, Co-CIO and Portfolio Manager 

In our recent meetings with clients, much of the discussion has centered 
on the persistent strength in the U.S. dollar — a 19% rise against major 
currencies from July 2014 through the end of March. Although many 
observers attribute the dollar’s gains to superior growth and higher 
interest rates in the U.S. economy, we believe it began as a consequence 
of the unusual policy actions of central bankers (namely quantitative 

easing, or QE) and the enormous amount of debt around the world. 

in the news
•  The Mainstay Epoch Global Equity Yield 

Fund won the 2015 Lipper Award for Best 
Global Large Cap Value Fund in the five-year 
time period, based on risk-adjusted returns.

•  Co-CIO David Pearl spoke about the U.S. 
economy’s sustainable recovery, the 
technology revolution and a protracted 
rebound in wages on BNN’s Money Talk.  
Feb 18, 2015.

•    David Pearl spoke about the robust state of 
the U.S. economy and how companies are 
enhancing shareholder value at Morningstar 
Canada’s U.S. Equity Roundtable. The 
roundtable was followed by a three part 
write-up on morningstar.ca.  
Feb 16, 2015.

•  Bill Priest discussed the impact of 
macroeconomic factors on global capital 
markets on BNN’s Legends of Investing.  
Feb 6, 2015.
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Firm Update

UPCOMING EVENTS
In our quarterly outlook webcast, Bill 
Priest and David Pearl will discuss their 
capital markets outlook, while research 
analyst Michael Jin explains how Epoch 
views the utilities sector. 
Thursday, April 16, 2015. 11:00am (ET) 
Register Here  
or visit Epoch Insights on www.eipny.com

Replay and transcript will be available 
shortly after the live event

2

Assets Under Management $43.6B

Global & Non-U.S. Equity  
Shareholder Yield  
$18.3B

Global Choice
$5.0B

Global Equity
$2.8B

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

U.S. Large Cap
$6.0B

U.S. Small/SMID
$2.2B

U.S. All Cap/Choice
$5.4B

$28.5B

Non-U.S. Large Cap
$1.2B

As of March 31, 2015

RECENT INSIGHTS
(available on www.eipny.com)

Active Share  
March 24, 2015

Active Share has gained increasing acceptance among consultants 
and plan sponsors in determining whether investment managers 
are truly active. In our most recent Insight, we provide our view 
on how to interpret this statistic. (read here) 

Utilizing Utilities in Shareholder Yield  
March 6, 2015 

The utilities sector has long been an important part of the 
Shareholder Yield strategies, but has received increased attention 
lately, due to expanded valuations and the prospect of rising interest 
rates. Many companies in the sector, however, continue to exhibit the 
strong shareholder yield characteristics we look for. (read here) 

2015 Oil Outlook  
January 21, 2015

As a follow up to Spotlight on Energy featured in our January 
Newsletter, John Reddan looks at one of the most important 
issues for investors in 2015, the implications of the precipitous 
fall in oil prices. This paper provides a framework for thinking 
about oil prices and where they are headed. (read here)

U.S. Equity 
Shareholder Yield
$1.5B

GLOBAL STRATEGIES U.S. STRATEGIES

$15.1B

Our Founding 
Principles

Investment 
Approach

Portfolio 
Construction &  
Risk Management

Shareholder 
Yield

NEW VIDEOS ON  
WWW.EIPNY.COM



Spotlight On Active Management (cont’d)

QE created a “risk on” environment in which 
lower-quality stocks — stocks with high 
debt, low ROE, and inconsistent earnings — 
outperformed higher-quality stocks. This is 
contrary to the longer-term record, which 
shows that higher-quality stocks have 
outperformed. Active managers tend to 
avoid companies with poor fundamentals 
(and sensibly so because high quality has 
worked over the long run), so QE worked 
against them. 

QUESTION. Does that mean investors 

should avoid active management?

ANSWER. No. The theoretical case for 
passive management rests on Modern 
Portfolio Theory. MPT views the world of 
investing in a so-called “mean-variance” 
framework. In MPT, investments are 
evaluated in two — and only two — 
dimensions: their average return (that’s 
the “mean” part) and the variance of 
their returns, which is how MPT defines 
risk. In this framework, there is one 
portfolio that is optimal for all investors, 
because it’s the one portfolio that, when 
combined with varying levels of cash 
to tailor the overall risk level to each 
investor’s taste, is the most “efficient” 
— i.e., it provides the highest expected 
return for any given level of risk. 
Logically, if everyone holds that optimal 
portfolio, then everyone’s portfolio 
will look the same, and each person’s 
portfolio will simply be a miniature 
replica of the overall market. That’s the 
logic behind the idea that an index fund 
is the optimal investment for everyone. 

The idea that “risk” can be fully captured 
simply by the volatility of an asset’s 
returns is a heroic assumption. Volatility 
is an objective number we can all agree 
on. But Behavioral Finance theory has 
demonstrated that volatility by itself is 

clearly an inadequate measure of risk. 
There are so many factors that drive 
investors’ perceptions of risk — factors 
like asymmetric loss aversion, mental 
accounting, and the desire to minimize 
regret — that not only can two investors 
disagree about how risky a particular 
asset is, even the same investor can 
reach varying conclusions about the 
riskiness of that asset in different 
contexts. One of the implications of this 
more nuanced view of risk is that there 
is really no reason to believe that one 
portfolio will be optimal for all investors, 
since there is no way that all investors 
are going to agree on how risky any 
portfolio actually is.

QUESTION. Why aren’t there more active 

managers outperforming, then?

ANSWER. Successful active 
management is difficult, and the need 
to identify skillful managers in advance 
adds to the complexity for investors. 
We believe the managers that are in the 
best position to outperform are those 
that have established and adhere to a 
disciplined process. This process should:

1.  Identify the forces that the manager 
believes create inefficiencies in 
markets, which helps the investment 
team focus on the factors that 
are truly central to the manager’s 
investment philosophy. 

2.  Cast a wide net that encompasses the 
stocks that are likely to be affected 
by the inefficiencies and evaluate 
them on criteria relevant to the forces 
creating the inefficiencies.

3.  Properly structure the portfolio so as 
to filter out the impact of any factors 
that could lead to unintended risks, 

such as size effects or industry effects, 
for which the manager currently has 
no forecast.

Finally, we realized that our white paper 
may lead investors to wonder how 
Epoch’s process fits this outline, so we are 
currently writing a follow-up paper that 
will explore that in detail. Stay tuned. 

Steve Bleiberg is a member 
of Epoch’s global portfolio 
management team. He has been 
in the asset management industry 
since 1984, has served as Head 
of Investment Strategy and has 
managed Target Risk, Target Date 
and Dynamic Risk Management 
strategies, among others. Steve 
holds an AB from Harvard and 
an MS from the Sloan School of 
Management at MIT.

Steve joins other Epoch investment 
professionals to dive deeper into the 
active versus passive management 
debate in:

The Case 

for Active 

Management

(available on 

www.eipny.com)

3



Quarterly Investment Update:  
Monetary Policy and its Investment Impact (cont’d)
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Monetary policy in the form of QE has been central bankers’ tool 
of choice to restore economic growth following the global financial 
crisis (GFC), but even these drastic measures have failed to pull 
the world economy out of its slump. The shortfall is illustrated 
by the five-year forward growth rates for global GDP forecast by 
the International Monetary Fund. Each year since 2010, it has 
consistently overestimated the path of recovery (Figure 1).

QE has been effective in lowering interest rates, but the 
disappointing growth picture suggests that other factors are 
holding back the global economy. We believe it is the massive debt 
overhang that arose during the GFC and has continued to build 
over the last five years. Global non-financial debt has risen from 
174% of global GDP in 2007 to 215% today. 

We don’t dispute that extreme measures were necessary to keep 
the global economy from falling into depression, and we don’t 
envy the central bankers’ task of having to decide when to end 
the stimulus. But such rapid growth in debt comes at a high price: 
some economists estimate that servicing debt becomes an undue 
burden when a country’s non-financial debt reaches the threshold 
of 90% of GDP (well above what we have attained today). 

In normal regimes, investors would be expected to demand higher 
interest rates to compensate for the greater risk to financially 
stretched economies. However, in spite of the large increase in 

debt since the global financial crisis, interest rates are much lower 
today than in 2008. How can this contradiction be explained?  

From the perspective of the monetary economist, bond purchases 
by central banks implementing QE sharply increased the stock 
of money, leading to a fall in interest rates. At the same time, 
however, the demand for money fell short, and the velocity of 
money declined at a rapid rate. Thus, the surge in financial liquidity 
never found its intended target — the real economy, through loans 
and investments — offsetting the surge in the stock of money. 
Deflation, rather than inflation, was the real issue, as real economic 
resources were greatly underutilized, and “output gaps,” the 
difference between theoretical full employment GDP and actual 
GDP, developed in most advanced economies.

As a result, the base rate for fixed income securities and the risk-
free rate for discounting financial assets fell sharply. The collapse 
in interest rates also led to a widespread hunt for yield by investors 
in a world of low inflation and meager real growth. This is most 
recently visible in Europe, where interest rates for sovereign bonds 
through seven years are actually negative (Figure 2).

The U.S. and the U.K. have officially ended QE. However, Japan’s 
program is in full swing, and Europe’s has just begun, which should 
have the likely effect of debasing both the euro and yen. In our 
view, it is currency erosion in those regions, combined with much 

Source: IMF World Economic Outlook; January 2015

figure 1: world real gdp growth continues  
to be revised down

Source: Bloomberg; April 2, 2015

figure 2: european sovereign yield curves



A second factor to consider when evaluating the math of financial 
asset pricing is the “duration” of the cash flow numerator 
subjected to discounting. The longer the duration of the 
numerator, the greater the impact from a given change in that 
discount rate on its price. For example, if the discount rate for 
financial assets falls by 10%, a two-year government bond would 
appreciate somewhat, but the price of a 10-year government 
bond would rise further (and even more so the price of a 30-year 
bond). Likewise, equities are considered long-duration assets, 
and thus the impact of falling discount rates on their prices can 
be substantial. Moreover, riskier equity securities often benefit 
more from a discount rate reduction than less risky ones: just as 
junk bonds may outperform 10-year Treasuries, junk equities can 
outperform higher-quality companies.    

The in-depth research and study that goes into finding good 
businesses, and identifying managements with sound capital 
allocation policies, sound almost boring in comparison to the 
theatrics of diagnosing QE over the past few years. But while QE 
has greatly impacted equity valuations, going forward we expect 
that the P/E expansion induced by monetary policy will bring less 
to equity performance, thus restoring the importance of a rigorous 
fundamental perspective.

stronger real growth and higher interest rates in the U.S., that 
explain the surging dollar. 

Moreover, the yield for the 10-year U.S. Treasury bond is more 
than 150 basis points above European 10-year sovereigns, so it 
is no surprise to see increasing purchases of U.S. Treasurys by 
non-U.S. entities. The European Central Bank has signaled to 
European investors a flood of cheap euros, so that in purchasing 
U.S. Treasury bonds, investors benefit from both a higher nominal 
yield and potential further currency gains. 

As for the equity markets, it’s our view that QE has had a massive 
impact on prices, through lowering the discount rate applied to 
corporate earnings, thus increasing price-earnings ratios. Stock 
market levels reflect not only expectations for earnings growth, 
but the discount rate applied to those expectations as well: if the 
former grow modestly, but the latter declines sharply, the present 
value of future growth expectations rises significantly. That has 
been the precise effect of QE. Over the three-year period ended 
December 2014, 57% of the increase in the S&P 500 came from 
P/E ratio expansion, swamping the effect of rising earnings. For 
the MSCI World Index, over 78% of its increase in this period 
reflected P/E multiple expansion (Figure 3).

Numbers may not total due to rounding
Source: Standard & Poor’s; MSCI; Epoch Investment Partners;  
December 2014

figure 3: equity return composition 
Cumulative effects 2012-2014
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The risk statistics are shown as supplemental information only and supplement the Composite presentation which is located within the Disclosures section. Past performance is not indicative of future results. 

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

Epoch Gross Return 0.2 13.6 15.5 13.6 9.3 8.5 14.0 0.5 - - - -

Epoch Net Return 0.1 13.3 15.1 13.2 8.8 8.0 - - - - - -

Russell 1000 1.6 12.7 16.4 14.7 8.3 6.5 15.1 0.3 0.4 2.6 0.9 0.9 

Russell 1000 Value (0.7) 9.3 16.4 13.8 7.2 6.8 15.3 0.3 0.3 2.6 0.8 0.9 

S&P 500 1.0 12.7 16.1 14.5 8.0 6.1 14.9 0.3 0.5 3.0 0.9 0.9 

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

Epoch Gross Return 1.7 15.6 16.8 14.8 9.3 12.4 13.5 0.7 - - - -

Epoch Net Return 1.6 15.1 16.2 14.2 8.7 11.6 - - - - - -

Russell 3000 1.8 12.4 16.4 14.7 8.4 9.8 15.3 0.5 0.4 4.4 0.8 0.8 

Russell 3000 Value (0.5) 8.9 16.3 13.7 7.2 10.0 14.9 0.5 0.3 4.1 0.8 0.8 

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

Epoch Gross Return 3.5 8.2 15.3 15.3 9.2 11.7 17.0 0.6 - - - -

Epoch Net Return 3.4 7.7 14.8 14.8 8.6 11.0 - - - - - -

Russell 2000 4.3 8.2 16.3 14.6 8.8 11.6 19.0 0.5 0.0 1.6 0.9 0.9 

Russell 2000 Value 2.0 4.4 14.8 12.5 7.5 10.9 18.9 0.5 0.1 2.4 0.8 0.9 

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

Epoch Gross Return 3.4 9.2 16.3 15.1 - 9.6 18.5 0.5 - - - -

Epoch Net Return 3.3 8.7 15.8 14.7 - 9.1 - - - - - -

Russell 2500 5.2 10.1 17.1 15.5 - 9.2 19.4 0.4 0.1 0.9 0.9 1.0 

Russell 2500 Value 3.0 6.6 16.3 14.1 - 7.6 19.4 0.3 0.4 2.4 0.9 0.9 

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

Epoch Gross Return 0.8 15.1 16.1 15.2 - 10.2 15.6 0.6 - - - -

Epoch Net Return 0.7 14.6 15.7 14.8 - 9.7 - - - - - -

Russell 3000 1.8 12.4 16.4 14.7 - 8.7 15.3 0.5 0.4 1.6 1.0 0.9 

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

Epoch Gross Return (0.5) 12.1 - - - 17.9 8.4 2.1 - - - -

Epoch Net Return (0.6) 11.8 - - - 17.5 - - - - - -

Russell 1000 Value (0.7) 9.3 - - - 19.0 8.9 2.1 (0.3) 2.1 0.8 0.8 

U.S. STRATEGIES
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 March 31, 2015
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The risk statistics are shown as supplemental information only and supplement the Composite presentation which is located within the Disclosures section. Past performance is not indicative of future results. 

GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return (0.3) 3.7 12.3 12.3 - 8.7 13.0 0.6 - - - -

Epoch Net Return (0.4) 3.3 11.9 11.9 - 8.2 - - - - - -

MSCI World (Net) 2.3 6.0 12.2 10.0 - 5.8 16.5 0.3 0.5 4.1 0.7 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return 3.9 8.9 13.6 11.0 - 10.2 15.0 0.6 - - - -

Epoch Net Return 3.8 8.3 13.0 10.4 - 9.4 - - - - - -

MSCI World (Net) 2.3 6.0 12.2 10.0 - 5.9 16.3 0.3 0.7 4.8 0.9 0.9 

GLOBAL ABSOLUTE RETURN
Inception date: 12/31/2001

Epoch Gross Return 2.0 9.1 13.5 10.8 9.3 11.4 12.6 0.8 - - - -

Epoch Net Return 1.7 7.7 12.0 9.4 7.9 9.9 - - - - - -

MSCI World (Net) 2.3 6.0 12.2 10.0 6.4 6.3 15.6 0.3 0.6 6.8 0.7 0.7 

S&P 500 1.0 12.7 16.1 14.5 8.0 6.7 14.7 0.4 0.6 6.4 0.7 0.7 

Barclays Capital U.S. 
Aggregate

1.6 5.7 3.1 4.4 4.9 5.1 3.5 1.0 0.5 13.3 (0.2) 0.0 

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

Epoch Gross Return 4.6 (1.9) 9.5 7.0 - 4.6 19.3 0.2 - - - -

Epoch Net Return 4.4 (2.3) 9.1 6.7 - 4.3 - - - - - -

MSCI EAFE (Net) 4.9 (0.9) 9.0 6.2 - 3.2 20.5 0.1 0.5 1.5 0.9 1.0 

INTERNATIONAL SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return 6.4 (8.6) 9.5 8.6 8.8 8.9 19.7 0.4 - - - -

Epoch Net Return 6.2 (9.2) 8.8 7.9 7.9 8.0 - - - - - -

MSCI World ex USA 
Small Cap (Net)

4.0 (4.8) 8.5 7.6 5.9 6.0 19.8 0.2 0.6 2.9 1.0 1.0 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return 4.2 0.0 12.1 12.3 9.6 12.5 15.8 0.7 - - - -

Epoch Net Return 4.2 (0.1) 11.8 12.0 9.1 11.9 - - - - - -

MSCI World Small Cap 
(Net)

4.4 3.5 13.4 12.0 8.1 12.6 18.1 0.6 (0.0) 1.6 0.8 0.9 

GLOBAL AND  
INTERNATIONAL STRATEGIES

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 F: 212 202 4948          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 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. 

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, acquisi-
tions, 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. Ep-
och 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 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. 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. strate-
gies. 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

June 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 ap-
proximately 75-120 securities which are selected on the expectation they will generate excess free cash flow and whose management will allocate it prudently among dividends, share 
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 repurchases, 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 account-
ing 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 apprecia-
tion. 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 S&P 500; 
Barclays 
Capital U.S. 
Aggregrate 
and 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 account-
ing methodology 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 appreciation. 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 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. 

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 account-
ing 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 Devel-
oped Small Cap Index.

Global Small Cap is a diversified portfolio of global small cap stocks managed by Epoch for long term capital apprecia-
tion. 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 — 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 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, restric-
tions, sectors, correlations, concentrations, volatility or tracking error targets, all of which are subject to change over time. Indices are unmanaged. 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. Net performance reflects the gross-of-fees return reduced by the investment management fee and performance-based fee (where applicable) incurred. Effective 
1/2008, net performance is calculated by deducting the actual investment management fee incurred by each portfolio in the composite. Prior to 1/2008, net-of-fee returns reflect the 
deduction of the highest annual management fee, calculated on a monthly basis. Returns include the effect of foreign currency exchange rates. Composite and benchmark (international 
indices) returns are presented net of non-reclaimable withholding taxes. Periods over one year are annualized. Internal dispersion is calculated using an asset-weighted standard deviation 
of annual gross returns of those accounts that were included in the composite for the entire year.  A fee schedule is an integral part of a complete presentation and is described in Part II of 
the firm’s ADV, which is available upon request. Policies for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request. Past perfor-
mance is not indicative of future results. An account could incur losses as well as gains.
6. 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 December 31, 2014, 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.
7. The information contained herein reflects, as of the date hereof, the views of Epoch Investment Partners, Inc. and sources believed by Epoch Investment Partners, Inc. to be reliable. No 
representation or warranty is made concerning the accuracy of any data compiled herein. In addition, there can be no guarantee that any projection, forecast or opinion in these materials 
will be realized. The views expressed herein may change at any time subsequent to the date of issue hereof. These materials are provided for informational purposes only.


