
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: European Equities Fundamentals – Out of the 

Darkness and Into the Light
A conversation with Glen Petraglia, CFA — Director, Portfolio Manager and 
Research Analyst

QUESTION. What is behind the outperformance of non-U.S. equities so far 
in 2017?

ANSWER. After four years of relative underperformance, non-U.S. 
equities have outperformed through the first half of 2017. This can be  

largely explained by the performance of European equities.  We believe ongoing central 
bank stimulus, reduced near-term political risk, as well as improving macro and company 
fundamentals are driving Europe’s relative outperformance.

Quarterly Investment Update: Information Technology 

Performance has Farther to Run
By William W. Priest, CFA — CEO, Co-CIO and Portfolio Manager 

Following June’s decline in the U.S. tech sector, a number of commentators 
have warned that the sector is experiencing a bubble that is in danger of 
bursting. While acknowledging that a temporary retrenchment is always 
possible, especially when many valuation metrics are toward the high end 
of the historical range, we remain bullish on the intermediate-term outlook 
for the sector. 

in the news
•  CEO and Co-CIO Bill Priest appeared on 

Bloomberg TV with Tom Keene in which he 
discussed the importance of free cash flow 
and capital allocation. 
June 29, 2017

•  Bill Priest participated in the Barron’s 
Midyear Roundtable, the midyear follow up 
to the January Roundatble, and updated the 
views he expressed in the first edition. 
June 10, 2017

•  Appearing on BNN’s Money Talk, Bill 
Priest discussed the end of QE, technology 
becoming the market’s driving macro factor 
and the threat of protectionism. 
June 1, 2017

Clip - Market Impact of the End of QE and Rising Rates

Clip - Why Tech is the New Macro

Clip - Manufacturing and Protectionism 

Article continued on page 3

Article continued on page 4
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Firm Update

EVENTS 

•  Co-CIOs Bill Priest and David Pearl and 
Investment Strategist Kevin Hebner 
discuss the outlook for wage growth and 
inflation in the U.S. and the likelihood 
of tax cuts and increased infrastructure 
spending. They also discuss one of our 
key investment themes, “Tech is the new 
macro,” the outlook for energy and the 
improving fundamentals in Europe despite 
geopolitical challenges ahead. 
Thursday, July 20, 2017 
 
Replay and presentation available on 
www.eipny.com 
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ASSETS UNDER MANAGEMENT $47.2B

Global & Non-U.S. Equity  
Shareholder Yield  
$19.6B

Global Choice
$4.7B

Global Equity
$3.3B

Non-U.S. Large Cap
$2.6B

U.S. Large Cap
$6.0B

U.S. Small/SMID
$2.6B

U.S. All Cap/Choice
$3.7B

$30.8B

Global & Non-U.S.  
Small Cap
$0.6B

As of June 30, 2017

U.S. Equity 
Shareholder Yield
$4.1B

GLOBAL STRATEGIES U.S. STRATEGIES

$16.8B

PEOPLE UPDATE

John Carroll

John joins Epoch as a managing director and will lead our business in the 
Intermediary Channel. Prior to joining Epoch, he was the Head of U.S. Retail 
distribution for Allianz Global Investors (AGI) and before that served as the 
Chief Executive Officer of AGI Distributors. At AGI, John was a member of the 
U.S. Executive Committee and U.S. Product Committee. John holds a BA in 
Economics and an MBA from Rutgers University.

Eric Citerne

Eric Citerne has now completed the previously announced transition of his 
role on the International Small Cap strategy and departed from Epoch at 
the end of June.  Eric spent 9 years with the firm as a portfolio manager and 
senior research analyst. The strategy will continue to be managed by current 
Portfolio Managers John Morgan and Mike Welhoelter. In addition, Research 
Analyst Wei Huang has been named a Portfolio Manager on the strategy.

For our latest Insights, follow Epoch on Social Media www.linkedin.com/company/epochinvest                   @epochinvest

RECENT INSIGHTS (available on www.eipny.com)

Tech is the New Macro Impacting All Three Components of Return on Equity

The rapid expansion and implementation of technological innovation has become a key factor in the behavior of the economy 
and capital markets. In this paper, CEO and Co-CIO Bill Priest and Investment Strategist Kevin Hebner explore how tech has 
become the new macro and how disruptive innovation will affect all economic sectors. They also discuss how platforms and 
their network effects have resulted in a winner-takes-all market. Read More

The Impact of Passive Investing on Market Efficiency

Passive ETFs have influenced the informational efficiency of the stock market: trading costs have risen, stocks are more 
correlated with each other than they used to be (reducing the ability of investors to control risk through diversification), 
and valuation is now partly affected by whether a stock is in a widely traded index or not. In this paper, Portfolio Manager 
Steve Bleiberg and Co-CIOs Bill Priest and David Pearl explore in detail the impact that passive investing has had on market 
efficiency and what active managers must do to in such an environment. Read More

www.eipny.com
http://www.linkedin.com/company/epochinvest
http://www.twitter.com/epochinvest
http://www.eipny.com/assets/pdfs/Tech_is_the_New_Macro_FINAL.pdf
http://www.eipny.com/assets/pdfs/The_Impact_of_Passive_Investing_FINAL.pdf


Spotlight (cont’d)

QUESTION. How are fundamentals looking for European 
companies?

ANSWER. European fundamentals have been encouraging.  
Consensus earnings  estimates within the Eurozone have increased 
sequentially since the beginning of the year — an atypical 
occurrence versus normally negative sequential revisions.  EPS 
growth within the Eurozone, as measured by the Eurostoxx 600, 
has exceeded that of the S&P 500 in each of the past two quarters 
and is expected to do so again in the second quarter.  It is also 
worth highlighting that profit margins have been on an upward 
trajectory since hitting a trough in early 2016 and currently sit at 
levels not seen since 2012.  This favorable fundamental backdrop 
should lead to growth in free cash flow and offer attractive stock-
picking opportunities.

QUESTION. Has economic data impacted your view of European 
equities?

ANSWER. Beyond the improved fundamental outlook, 
macroeconomic conditions are also on an upward trajectory.  
Eurozone manufacturing and services PMIs are at multiyear highs, 
business confidence is improving and, importantly, lending activity 
has been increasing and accelerating off of low levels.  This has 
led the ECB to slightly increase its forecast for real GDP growth 
in the Eurozone for the next several years.  This further supports 
the view that there are and should be attractive investment 
opportunities within European equities.

QUESTION. What areas of the market are offering appealing 
investment opportunities today?

ANSWER. The Non-U.S. Equity strategy, like all Epoch strategies, 
focuses on free cash flow as the determinant of firm value, which 
is less prone to the impact of accounting assumptions than 
reported earnings. Our bottom-up investment process is driven 
by the fundamentals of the companies we analyze. We seek to 
maximize stock-specific risk and minimize unintended risk from 
other sources, such as sector or country allocation. The underlying 
fundamentals of sectors and countries do, however, inform the 
stock selection and portfolio construction process.  

While growth estimates for Europe have been improving, we 
are still in a slow growth environment. Against that backdrop, 
“self-help” stories are attractive. These are companies that can 
improve their free cash flow positions through internal measures, 
such as cost cutting. Within Europe, we have found that the 
consumer staples sector has offered a number of these  “self-help” 
stories.  One example is Coca-Cola European Partners which was 
formed via the merger of three separate Coca-Cola bottlers in 
Western Europe in 2016.  The combination offers the potential 
for meaningful cost synergies, best practice sharing across 
geographies, and potential revenue synergies.  We believe this is 
a recipe for sharply improved free cash flow in the coming years 
offering management opportunities to invest in the business at 
attractive rates of return or increase cash return to shareholders.

Another area of interest in Europe is the financials sector. 
Beyond the noise of Brexit and political turmoil, are a number of 
companies that have been improving their capital bases. These 
companies will be in a better position to return more of their 
free cash flow to shareholders.  One such company is AXA, a 
France-based diversified insurer.  The company has completed a 
multi-year restructuring and reduced risk via a more conservative 
product offering. The business also has exposure to the higher-
growth Asian region.  

QUESTION. What are the biggest risks to your view on Europe?

ANSWER. As always, the risks are diverse and somewhat 
unpredictable, but the identifiable risks are the political 
calendar and geopolitical events.  Politically, the outcome of 
Brexit negotiations remains an unknown, particularly in light 
of recent elections — but there are signs that the consumer 
economy in the UK is beginning to come under pressure.  
Election outcomes in The Netherlands and France have been 
positive in that potentially disruptive populists have been 
defeated and German elections in September are likely benign 
for the EU project regardless of who prevails. The Italian 
election, on the other hand, is the greatest unknown political 
risk with a lack of certainty of timing or outcome.  

Geopolitically, increased frequency of terrorist incidents in Europe 
have the potential to be a destabilizing force, particularly for 
consumer discretionary spending patterns, while rising tensions in 
the Middle East have the potential to be disruptive in a myriad of 
ways — from oil prices to a widening conflict.  

Risk management is embedded in all we do at Epoch.  We actively 
seek to control risk in the portfolio by constantly evaluating sector, 
country and factor exposures to mitigate the impact of macro 
events and focus our attention on stock-selection.

Glen is a portfolio manager and an equity research analyst. Prior to joining 
Epoch in 2014, Glen was a generalist portfolio manager and an analyst 
at Standard Life Investments in Boston, where he focused on consumer 
staples, restaurants and regional banks. Before Standard Life, he held 
positions at Citigroup and Nabisco. Glen received his BS from Providence 
College and an MBA from New York University’s Leonard N. Stern School 
of Business. 
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Quarterly Investment Update: Information Technology Performance 
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Figure 2 presents a different perspective by focusing on two 
valuation measures. First, the ‘Tech relative PE’ metric provides 
the sector’s forward PE relative to that for the overall U.S. equity 
market. On this basis, the tech sector is trading at a 9% premium,  
which is slightly higher than the 10Y average of 6% (but well below 
the 22Y mean of 34%). Given the superior earnings outlook for 
tech, this strikes us as eminently reasonable. If there is a relative 
mispricing here, we believe the premium may be a bit too low.

Second, the ‘Tech PE’s Z-score’ provides the standardized Z-score for 
the sector’s forward PE (that is, the number of standard deviations 
it is from its 22Y mean). On this measure the sector looks cheap 
relative to its full history, but that is largely just a reflection of the 
excesses of the Nasdaq bubble. A more conservative approach 
would apply a look-back window of 10 years, which shows the 
sector trading 1.8 σ above its 10Y mean. This is moderately 
worrisome, but the same point applies to the broad U.S. equity 
market as well as to most sectors. Further, it would be more of a 
concern if valuation measures were mean-reverting, but that hasn’t 
really been the case for at least two decades. The overall point here 
is that, while tech sector valuations might be moderately stretched, 
this largely reflects broad equity market trends and, going forward, 
earnings are likely to be the key driver.

figure 2: tech sector valuations

Source: Source: Epoch Investment Partners, Bloomberg ‘Tech relative PE’ is versus 
MSCI US (current value is 1.09, implying tech is 9% more expensive than the overall 
market). ‘Tech PE’s Z-score’ is the number of standard deviations the sector’s PE is 
from its post-1995 mean (is currently 0.25 below average).

While tech sector valuations are toward the high end of the 
post-recession range, they are in no way comparable to the 

excesses of the late-1990s/early-2000s.

One of our main investment themes for 2017 and the years ahead 
has been that we expect the primary driver of market returns 
to shift from multiple expansion (P/E expansion explains two 
thirds of the nearly 100% increase in the S&P 500 index during 
the 2012 through 2016 period) to rising earnings expectations 
and growing dividends as QE, with its positive influence on 
capitalization rates, comes to an end. This insight is key as we 
believe earnings trends will remain positive, especially for the 
tech sector, and we expect the overall earnings picture will be 
strong enough to support higher stock prices in the quarters 
ahead. This is one of the primary reasons for our constructive 
view on tech and why we believe the current market environment 
is very different from the Nasdaq bubble in the late-1990s.

“THIS TIME IS DIFFERENT”

Although we agree that these are the four most dangerous words 
in investing, this maxim aptly summarizes our perspective. To 
illustrate, although the U.S. tech sector has recently enjoyed a great 
run (up 17.2% YTD, 33.9% over 12 months and 55.9% over 3 years; as 
of June 30, 2017), these returns pale in comparison to those before 
the peak in 3/2000 (43.7%, 87.7% and 331.6%, respectively). Figure 
1 shows the vertiginous rise in the late-1990s and highlights that 
the bubble had precious little to do with trailing or 12M forward 
earnings. This contrasts with the experience of the last couple of 
years albeit sector returns have recently started to pull ahead of 
earnings gains.

figure 1: tech performance and earnings growth

The tech sector has had a terrific run during the last couple 
years, with earnings growth largely keeping pace. This 

contrasts sharply with the experience of 1997-2000, when the 
sector rushed leagues ahead of earnings.
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member knows), and exponentially improving hardware (that is 
Moore’s law, which continues to drive dramatic improvements 
in core processors, sensors, and so on). The professors like to 
represent these advancements by the acronym “DANCE.”

The tech sector increasingly reflects these key themes. 
Further, the nature of winner-takes-all markets implies greater 
concentration in a majority of sectors (with more laggards 
than winners, as 80% of value goes to 20% of players), and the 
increased importance of identifying global champions. Such 
firms will exhibit higher margins and ROE, reflecting their 
digital moats, lower labor costs and the evolution to a more 
capital-light balance sheet. One additional implication, that such 
companies have plenty of scope to raise their payout ratios, 
is especially important to Epoch as it provides a promising 
backdrop for shareholder yield strategies.

For these reasons, we remain constructive on the tech sector’s 
outlook for the medium-term. Even though valuations appear 
somewhat overextended, and there always exists the potential 
for a short-term setback, we expect the tech sector to continue 
to exhibit solid earnings growth. We believe this will prove 
sufficient to support higher stock prices for the sector in the 
quarters ahead.

TECHNOLOGY SHOULD PERFORM WELL IN AN 
EARNINGS DRIVEN MARKET

The technology sector has an enviable track record when it 
comes to posting robust earnings numbers, with EPS growth 
averaging more than 10% over the last decade. While earnings 
growth has slowed down a bit during the last couple years, 
tech earnings have outperformed almost all other sectors and 
have continued to consistently beat consensus estimates. For 
example, 82% of tech companies have beaten EPS estimates 
since 1Q 2014, with an impressive 89% surprising to the upside 
during the past four quarters (figure 3). Further, the consensus 
expects tech sector earnings to grow by an impressive 11.3% 
in 2Q 2017 (vs. 4.8% for the S&P ex-energy). While this rate is 
unlikely to be sustainable, we do believe the outlook is solid, 
reflecting a number of momentous developments and innova-
tions emanating from the sector.

figure 3: tech companies beating estimates

Source: Wolfe Research as of March 31, 2017

DANCE OF THE ROBOTS

Why does the tech sector possess such an enviable track 
record when it comes to growing earnings? In their most recent 
book, MIT professors Andrew McAfee and Erik Brynjolfsson 
emphasize five interdependent and overlapping developments: 
data (90% of all the digital data in the world was created within 
the last twenty-four months), algorithms (whose results get 
better as the amount of data they are fed increases), networks 
(where speed improvements mean better and faster data 
and analysis), the Cloud (makes available an  unprecedented 
amount of computing power and allows every member of a 
robot, car or drone tribe to quickly learn what every other 
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return 2.8 9.2 19.4 8.2 13.3 7.4 8.3 13.7 0.5 - - - -

Epoch Net Return 2.7 9.0 19.0 7.9 13.0 7.0 7.8 - - - - - -

Russell 1000 3.1 9.3 18.0 9.3 14.7 7.3 6.9 14.5 0.4 0.3 2.0 0.9 0.9 

Russell 1000 Value 1.3 4.7 15.5 7.4 13.9 5.6 7.0 14.7 0.4 0.2 2.2 0.9 0.9 

S&P 500 3.1 9.3 17.9 9.6 14.6 7.2 6.6 14.3 0.4 0.4 2.3 0.9 0.9 

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

Epoch Gross Return 3.0 10.7 22.4 9.4 14.5 7.8 11.9 13.4 0.7 - - - -

Epoch Net Return 2.9 10.4 21.8 8.9 13.9 7.2 11.1 - - - - - -

Russell 3000 3.0 8.9 18.5 9.1 14.6 7.3 9.7 14.9 0.5 0.3 3.9 0.8 0.8 

Russell 3000 Value 1.3 4.3 16.2 7.3 13.9 5.6 9.8 14.6 0.5 0.3 3.7 0.8 0.8 

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

Epoch Gross Return 2.1 6.1 21.2 7.4 13.6 7.6 11.0 16.3 0.6 - - - -

Epoch Net Return 2.0 5.9 20.7 6.9 13.2 7.2 10.3 - - - - - -

Russell 2000 2.5 5.0 24.6 7.4 13.7 6.9 10.9 18.4 0.5 0.0 1.6 0.8 0.9 

Russell 2000 Value 0.7 0.5 24.9 7.0 13.4 5.9 10.5 18.3 0.5 0.1 2.0 0.8 0.9 

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

Epoch Gross Return 1.7 6.8 19.5 7.6 14.4 7.9 9.1 17.4 0.5 - - - -

Epoch Net Return 1.6 6.6 19.0 7.1 13.9 7.4 8.6 - - - - - -

Russell 2500 2.1 6.0 19.8 6.9 14.0 7.4 8.6 18.3 0.4 0.1 1.0 0.9 1.0 

Russell 2500 Value 0.3 2.0 18.4 6.2 13.7 6.5 7.5 18.2 0.4 0.3 2.0 0.9 0.9 

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

Epoch Gross Return 3.4 11.0 21.6 8.4 14.2 7.6 9.5 15.1 0.6 - - - -

Epoch Net Return 3.3 10.8 21.1 7.9 13.8 7.3 9.0 - - - - - -

Russell 3000 3.0 8.9 18.5 9.1 14.6 7.3 8.7 14.5 0.5 0.2 0.8 1.0 0.9 

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

Epoch Gross Return 2.0 7.7 9.9 9.5 14.2 14.2 8.6 1.6 - - - -

Epoch Net Return 1.9 7.5 9.6 9.2 13.8 13.8 - - - - - -

Russell 1000 Value 1.3 4.7 15.5 7.4 13.9 13.9 9.8 1.4 0.0 3.8 0.7 0.7 

U.S. STRATEGIES
IN USD

Annualized Returns Risk Statistics — Since Inception

QTR YTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  

Incept.
Std 
Dev.

Sharpe 
Ratio

Inform. 
Ratio Alpha Beta R2

Strategy Performance as of June 30, 2017
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return 3.3 9.5 8.8 3.7 10.0 6.0 8.2 12.5 0.6 - - - -

Epoch Net Return 3.1 9.3 8.4 3.3 9.6 5.6 7.7 - - - - - -

MSCI World (Net) 4.0 10.7 18.2 5.2 11.4 4.0 5.9 15.5 0.3 0.4 3.5 0.8 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return 6.3 15.4 17.5 6.0 11.1 5.8 9.1 14.4 0.5 - - - -

Epoch Net Return 6.1 15.1 16.8 5.4 10.5 5.2 8.3 - - - - - -

MSCI World (Net) 4.0 10.7 18.2 5.2 11.4 4.0 6.0 15.4 0.3 0.5 3.6 0.9 0.9 

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return 6.1 13.9 17.8 3.6 9.3 5.1 9.8 12.4 0.7 - - - -

Epoch Net Return 5.7 13.3 16.4 2.3 7.9 3.9 8.4 - - - - - -

MSCI World (Net) 4.0 10.7 18.2 5.2 11.4 4.0 6.3 15.0 0.3 0.4 5.1 0.7 0.7 

Barclays Capital U.S. 
Aggregate

1.4 2.3 (0.3) 2.5 2.2 4.5 4.6 3.4 1.0 0.4 11.4 (0.1) 0.0 

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

Epoch Gross Return 7.1 15.2 17.2 1.8 9.1 4.5 17.8 0.2 - - - -

Epoch Net Return 7.0 14.9 16.7 1.4 8.7 4.2 - - - - - -

MSCI EAFE (Net) 6.1 13.8 20.3 1.1 8.7 3.3 18.9 0.2 0.4 1.3 0.9 1.0 

INTERNATIONAL  
SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return 7.9 15.1 19.9 2.3 10.8 3.5 8.6 18.7 0.4 - - - -

Epoch Net Return 7.7 14.7 19.0 1.6 10.0 2.7 7.7 - - - - - -

MSCI World ex USA 
Small Cap (Net)

7.3 15.4 21.3 4.0 11.4 2.9 6.6 18.7 0.3 0.5 2.1 1.0 1.0 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return 3.6 8.7 18.8 4.8 12.4 6.3 11.6 15.2 0.7 - - - -

Epoch Net Return 3.5 8.6 18.6 4.6 12.2 6.0 11.1 - - - - - -

MSCI World Small Cap 
(Net)

4.3 9.7 20.9 5.7 12.9 5.5 11.8 17.2 0.6 (0.0) 1.4 0.8 0.9 

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

Epoch Gross Return 5.7 14.1 19.0 7.1 - - 10.7 10.4 1.0 - - - -

Epoch Net Return 5.5 13.9 18.6 6.5 - - 10.0 - - - - - -

MSCI World (Net) 4.0 10.7 18.2 5.2 - - 9.7 10.4 0.9 0.3 1.4 1.0 0.9 

GLOBAL & INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Risk Statistics — Since Inception

QTD YTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  

Incept.
Std 
Dev.

Sharpe 
Ratio

Inform. 
Ratio Alpha Beta R2
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DISCLOSURES
1. Presentation of the Firm — Epoch Investment Partners, Inc. is a wholly owned subsidiary of the Toronto Dominion Bank. Epoch Investment Partners, Inc. (“Epoch”) became a registered investment adviser under 
the Investment Advisers Act of 1940 in June 2004. Performance from April 2001 through May 2004 is for Epoch’s investment team and accounts while at a prior firm. Performance from July 1994 through March 
2001 is for Bill Priest and the accounts while at a different prior firm. For both time periods, Bill or the investment team were the only individuals responsible for 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. Where indicated, the changes to benchmarks or composites, noted below, were made to present a more representative 
and insightful comparison to the investment strategies. Also noted below, are the composite descriptions for each strategy offered at Epoch Investment Partners, Inc. 

COMPOSITE
CREATION 
DATE

CURRENT 
BENCHMARK COMPOSITE DESCRIPTION

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

U.S. Value 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. 

Global Equity 
Capital 
Reinvestment

June 2013 MSCI World 
Index (Net)

Global Equity Capital Reinvestment seeks to invest in a diversified portfolio of companies worldwide with strong free cash flow and which provide long term capital appreciation. This strategy will seek to 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. Security selection focuses 
on companies that generate a surplus above its cost of capital and possess high and expanding operating margins.

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

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

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

6. Significant Cash Flow Policy — Effective January 1, 2008, Epoch does not apply a significant cash flow policy as all accounts are valued daily. From January 1, 2006 to December 31, 2007, Epoch defined a signifi-
cant cash flow as one in excess of 25% of the portfolio market value. Prior to January 1, 2006 Epoch’s policy required the temporary removal of any portfolio incurring a client initiated significant cash flow of 10% or 
greater of portfolio market value. Additional information regarding the Epoch’s historical treatment of significant cash flows is available upon request.

7. To receive a complete list and description of Epoch’s composites, GIPS® firm-wide verification or composite examination reports by Ashland Partners & Company LLP from June 21, 2004 through March 31, 2017 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

