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Spotlight On the Great Economic Debate: 
Debt Overhang vs. Secular Stagnation

A conversation with John Tobin, PhD, CFA 
Managing Director, Portfolio Manager and Senior Research Analyst

QUESTION. Can you outline the debate playing out in the headlines? 

ANSWER. The debate centers around the underlying cause of the slow 
growth environment, the outlook for growth, and the appropriate policy 

actions that might be needed. One camp, most notably associated with former Fed Chairman 
Ben Bernanke, blames debt overhang, but believes it is almost over. The other, linked most 
frequently with Larry Summers, the former Harvard economics professor who was Treasury 

Epoch Investment Partners, Inc.

Quarterly Investment Update:  
Contagion Risks and Volatility

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

For most of the second quarter we witnessed modest improvement 
in the major developed-market economies across the globe. After 
going through a soft patch in the first quarter, the U.S. has regained  
its momentum in job creation, although the quality of those jobs is open 
to debate. Europe has turned a corner, with GDP expanding modestly 

and deflation subsiding. Japan is also experiencing a notable uptick in economic activity.  

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

David Pearl were featured in Barron’s. The 
pair was interviewed for the article Epoch 
Investment Partners: Where Free Cash 
Flow Is King. They discussed how the focus 
on cash flow underpins Epoch’s investment 
philosophy and their outlook for the markets.  
Apr 25, 2015.  
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Firm Update

In our quarterly webcast, Bill Priest and David 
Pearl will discuss their capital markets outlook.

Thursday, July 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.

Secretary in the Clinton Administration, 
blames longer-term secular trends that will 
persist for some time. 

QUESTION. What is the debt overhang side 
of the debate and its policy implications?

ANSWER. This theory suggests that the 
current environment is the result of the 
Great Financial Crisis and the build-up of 
excessive leverage it exposed. What naturally 
has followed is a lengthy period of balance 
sheet repair on the part of every sector of 
the economy. This included homeowners 
with underwater mortgages, banks with 
non-performing loans, foreclosures and 
increased regulatory capital requirements, 
businesses retrenching with layoffs and 
cost-cutting, the federal government with 
a ballooning deficit, and local governments 
making broad cuts in services. It is easy to 
see how this immense pressure on such 
a wide range of players would lead to a 
growth slowdown. Economists on this 
side argue that the deleveraging process 
is almost complete. They advocate for 
continued accommodative monetary policy 
in the short term and believe we should 
see a resumption of spending and stronger 
growth in the near future.

QUESTION. What is the Secular Stagnation 
side of the case and its policy implications?

ANSWER. The Secular Stagnation 
argument is that structural changes in 
the U.S. economy suggest that we may 
not be able to return to our pre-GFC +3% 
annual growth rates. This is based on the 
belief that the current equilibrium (or 
“neutral”) interest rate at which savings 
(supply) and investment (demand) balance 
falls below zero. However, since real 
interest rates cannot fall below zero, we 
are stuck with “excess savings,” which 
will restrict economic growth. Larry 
Summers’ suggestion, then, would be to 

Spotlight (cont’d)

UPCOMING EVENTS
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ASSETS UNDER MANAGEMENT $42.9B

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

Global Choice
$5.1B

Global Equity
$2.8B

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

U.S. Large Cap
$5.7B

U.S. Small/SMID
$2.3B

U.S. All Cap/Choice
$5.2B

$28.3B

Non-U.S. Large Cap
$1.2B

As of June 30, 2015

NEW INVESTMENT PROFESSIONAL

BARNEY H. ROSEN, MD  
MANAGING DIRECTOR, SENIOR RESEARCH ANALYST

Barney Rosen joins Epoch as a senior equity research analyst covering the 
health care sector. Prior to joining Epoch, he held a research analyst role at 
Axiom International Investors. Before that he served as a sector portfolio 
manager in health care at GE Asset Management. Barney’s additional industry 
experience includes analytical roles at Ridgemark Capital Management and 

European Investors. Before entering the investment industry in 1997, he served as a Medical 
Officer in the United States Navy. Barney holds a BA from Franklin & Marshall College, an MD from 
New York Medical College and an MBA from Campbell University.

U.S. Equity 
Shareholder Yield
$1.4B

GLOBAL STRATEGIES U.S. STRATEGIES

$14.6B

RECENT INSIGHTS

The Case for Active 
Management, Continued: 
Epoch’s Investment Process

In a follow up to the paper featured 
in our January 2015 issue, we look at 

how Epoch’s investment process stacks up against 
the criteria we identified as critical to an active 
manager’s success. (read here)

Cash Flow Opportunities in the 
Commercial Aerospace Industry

In this Insight, we explore the drivers 
of growth in the industry and our 
approach to finding the cash flow 

opportunities within. (read here)

https://eipny.webex.com/eipny/onstage/g.php?MTID=e5c9f88b45b10d591183a97dafcfc858c
http://www.eipny.com/index.php/S=0/epoch_insights/papers/the_case_for_active_management_continued_epochs_investment_process
http://www.eipny.com/index.php/S=0/epoch_insights/insight/cash_flow_opportunities_in_the_commercial_aerospace_industry


Spotlight (cont’d)

move the demand curve to the right with 
fiscal spending on infrastructure projects. 
Another, slightly less technical, way to look 
at this is to recall that the pace of economic 
growth depends entirely on growth in the 
labor force and growth in labor productivity. 
Fundamental demographic changes (such 
as low birth rates and aging) have reduced 
our labor force growth rate to just under 1% 
per year at the same time that productivity 
growth has slowed. As a result, our economy 
may simply not be capable of growing faster 
than 2% to 2.5% per year. A key unknown 
of this thesis is whether we can expect 
new technologies to come to the rescue of 
labor productivity. To combat these trends, 
economists on this side of the debate 
suggest policies to spur productivity growth 
through investment in infrastructure repair 
and development projects and worker re-
training programs, combined with policies 
to promote labor force growth, such as 
immigration reform. 

QUESTION. So which side is right?

ANSWER. In fairness, we must admit that 
both sides have significant merit. Clearly, 
we have been in a period of deleveraging 
since the financial crisis, and it is quite 
plausible that this has contributed to 
the sluggish and fitful growth in the 
economy of late. However, gains in 
consumer spending, in labor market 
conditions, in construction activity, and 
a resumption of lending growth at banks 
are supportive of the Bernanke camp. 
On the other hand, it is hard to argue 
with the numbers behind the secular 
stagnation thesis. Labor and productivity 
growth rates have indeed been shrinking, 
and we know that demographics can 
be a powerful force played out over 
decades, just look at Japan. What about 
technology? Are we at the beginning of 
“the second machine age” as suggested 
by Erik Brynjolfsson and Andrew McAfee 
in their book of the same name, or at 

the end of a not-soon-to-be-repeated 
golden age of advances. Epoch believes 
that significant productivity-enhancing 
innovations lie ahead, hopefully soon. 
A lot will, of course, depend on the 
successful application of appropriate 
policy. If the long period of low rates has 
indeed been enough to enable the repair 
of balance sheets, then we should see a 
period of healthy growth, even after rates 
eventually rise in the U.S. If, however, we 
continue to struggle to attain growth of 
even 3% per year despite healthy balance 
sheets, then secular stagnation may in 
fact be present and policy measures 
will be needed to combat that. In all 
likelihood, some combination of the 
policy suggestions of both sides will likely 
be needed to place the economy on a 
sustainable growth path. 

QUESTION. How does this affect the way 
you manage money?

ANSWER. As fascinating as it is to 
follow the Bernanke-Summers point-
counterpoint, it actually has little direct 
impact on how we manage money. We 
are certainly not positioning portfolios 
to succeed in a “Bernanke world” or in a 
“Summers world.” Epoch’s investment 
philosophy centers around bottom-up 
portfolio construction with a focus on 
identifying companies that generate free 
cash flow and deploy that cash to foster 
growth and, simultaneously, reward 
shareholders. The macro backdrop does, of 
course, affect the companies we are looking 
at, so we must understand and evaluate 
stocks in the context of the broader macro 
environment. In the strategy that I co-
manage, for example, we are looking for 
companies that generate Shareholder 
Yield – dividends, share buybacks and debt 
reduction – which is driven by free cash 
flow growth. If the Bernanke balance sheet 
repair argument is correct and we are 

John Tobin is a portfolio manager on 
Epoch’s Shareholder Yield strategies along 
with Eric Sappenfield, Kera Van Valen, 
Bill Priest and Mike Welhoelter. John has 
been in the investment industry since 
1981 and served as a senior research 
analyst for a number of high yield bond 
strategies prior to joining Epoch. John has 
also taught undergraduate economics at 
Fordham University where he received his 
AB, AM and PhD degrees in Economics.

headed for an improved growth outlook, 
then it will likely be easier for companies to 
grow free cash flow and continue to reward 
shareholders with attractive and growing 
dividends and share repurchases. If the 
Summers secular stagnation argument 
is correct, though, then we face a more 
challenging environment with modest 
top-line growth prospects (at best). In that 
case we believe our approach of assessing 
which companies are best positioned to 
sustainably grow free cash flow and who 
are truly committed to returning a portion 
of that cash to shareholders will offer 
investors attractive risk-adjusted returns.
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Quarterly Investment Update: 
Contagion Risks and Volatility (Continued) 

Source: FactSet; Epoch Investment Partners, Inc.; July 7, 2015

figure 1: european 10-year government bond spreads to 
german bunds
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Emerging markets, on the other hand, are going through what the 
World Bank has called a “structural slowdown.” This is likely to 
last for years as a result of a variety of factors including lower 
commodity prices and a falloff in global trade following the global 
financial crisis. India appears to be one of the few exceptions, with 
a first-quarter growth rate that exceeded China’s. 

Despite the positive economic developments mentioned above, 
two dark clouds of contagion risk have appeared on the horizon — 
one political and one economic. Contagion risk, like Cerberus the 
three-headed dog from Greek mythology that stands guard over 
the underworld, has three faces: financial, political, and economic, 
and stands astride the oblivion of global chaos.

Global quantitative easing has been fairly effective in acting 
as an insulator against financial contagion but the other two 
are still very dangerous and present in the situations currently 
unfolding in Greece and China. The Greek situation represents 
political contagion risk while China represents economic. Greece’s 
economic impact on the global economy is tiny but the contagion 
effect on the euro zone is potentially large. The dream of a quasi-
federal structure for Europe is threatened by a Greek exit from the 
euro zone. A recent New York Times article captured the issue well: 
“Is Greece Radio Shack or is it Lehman?” Few people felt or even 
noticed the bankruptcy of Radio Shack but the Lehman bankruptcy 
impacted the entire world and was arguably the trigger point for 
the global recession. Judging from periphery government bond 
spreads to German bunds, financially and economically the Greek 
crisis is more of the Radio Shack variety.

The China problem is more concerning from an investment 
standpoint. Valuation data for the MSCI China and the China 
A-Series markets show that the bubble has been mostly in the 
local market as a result of local investor speculation, perhaps to 
replace the property market as their primary “savings” scheme. 
The Chinese government, which views the market crash as a state 
security risk, has been announcing policy after policy over the 
past two weeks to prop up the market. At the time of this writing, 
over 40% of Chinese A-share companies are not trading. 

The long-term goal of Chinese authorities is to rebalance away from 
an investment-led economy to one that is consumption based. 
The motivations for this seem clear. Although an investment-led 

economy can exhibit supercharged growth, eventually the marginal 
productivity of this investment begins to decline. A more balanced 
consumption-led economy will have a lower but more sustainable 
level of growth. The past several years have seen growth in real 
Chinese GDP fall from the teens to high single digits, currently 
running at 7.0%. The reliability of even this lower reported GDP 
number is called into question as measures of the real economy 
such as electricity consumption and cargo delivery are growing 
far below this official number and in some instances are actually 
negative. This rebalancing makes the Chinese economy vulnerable 
to changes in sentiment driven by wealth effects in the property 
and equity markets. There is a very real risk that a prolonged bear 
market in Chinese equities would be a drag on the real economy in 
China, and in turn a drag on the global economy which is already 
perilously weak.

While we are in the midst of a recovery, it remains in the context 
of a high-risk, slow-growth world. Globally, government debt 
has risen substantially since the financial crisis and is acting as a 
drag on economic growth. More important than the level of debt, 
however, is the amount of leverage in the system. It may seem a 
subtle point but leverage is really the amount of debt relative to 
an economy’s ability to service it. This depends on many things 
but primarily the amount of debt in the system, the amount of 
income or GDP, the growth of that income particularly in relation 
to the growth rate of the debt, and the cost of servicing that debt. 



Ultimately, growth in real GDP depends on growth in the workforce 
and growth in productivity; neither appears promising. A rising 
risk backdrop breeds uncertainty and volatility. While volatility 
can play havoc with leveraged players’ portfolios, it can provide 
opportunity to those with longer investment horizons and high-
conviction ideas. Given that backdrop, we remain invested in 
companies that have proven they can grow their free cash flow, 
even in a tepid economic environment, and have a disciplined 
approach to allocating cash that will create value for shareholders.

In this context it becomes clear why deflation is so pernicious; it 
acts on many of these factors at once in ways that increase the 
leverage in the system.

The amount of leverage in the system is critical because of its 
role as a conductor of contagion. In a world with a high degree of 
leverage, such as the one in which we currently live, even small 
shocks can propagate quickly in highly complex and unpredictable 
ways. It is the proverbial butterfly flapping its wings in China that 
causes the hurricane in the Atlantic.

figure 2: timeline: china’s measures to prop up the market sse composite - price

Source: Epoch Investment Partners, Inc; New York Times: “China’s Market Rout Is a Double Threat;” July 6, 2015
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return (0.4) (0.2) 8.4 16.9 16.6 8.9 8.3 13.9 0.5 - - - -

Epoch Net Return (0.5) (0.3) 8.1 16.5 16.2 8.5 7.8 - - - - - -

Russell 1000 0.1 1.7 7.4 17.7 17.6 8.1 6.4 14.9 0.3 0.4 2.6 0.9 0.9 

Russell 1000 Value 0.1 (0.6) 4.1 17.3 16.5 7.0 6.7 15.2 0.3 0.3 2.5 0.8 0.9 

S&P 500 0.3 1.2 7.4 17.3 17.3 7.9 6.0 14.7 0.3 0.5 2.9 0.9 0.9 

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

Epoch Gross Return 0.1 1.8 11.4 18.7 18.0 9.1 12.2 13.4 0.7 - - - -

Epoch Net Return (0.0) 1.6 10.9 18.1 17.4 8.5 11.4 - - - - - -

Russell 3000 0.1 1.9 7.3 17.7 17.5 8.2 9.7 15.2 0.5 0.4 4.4 0.8 0.8 

Russell 3000 Value 0.0 (0.5) 3.9 17.2 16.4 7.0 9.9 14.8 0.5 0.3 4.1 0.8 0.8 

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

Epoch Gross Return 0.8 4.4 6.8 17.7 18.1 9.0 11.5 16.8 0.6 - - - -

Epoch Net Return 0.7 4.1 6.3 17.3 17.7 8.4 10.8 - - - - - -

Russell 2000 0.4 4.8 6.5 17.8 17.1 8.4 11.4 18.8 0.5 0.0 1.6 0.9 0.9 

Russell 2000 Value (1.2) 0.8 0.8 15.5 14.8 6.9 10.5 18.7 0.5 0.1 2.5 0.8 0.9 

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

Epoch Gross Return 0.8 4.3 6.8 19.0 18.0 9.4 18.3 0.5 - - - -

Epoch Net Return 0.7 4.0 6.4 18.5 17.5 8.9 - - - - - -

Russell 2500 (0.3) 4.8 5.9 18.7 17.9 8.9 19.2 0.4 0.1 1.0 0.9 1.0 

Russell 2500 Value (1.3) 1.7 1.0 17.0 16.2 7.2 19.1 0.3 0.4 2.6 0.9 0.9 

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

Epoch Gross Return 0.8 1.6 11.5 19.4 18.4 9.6 10.0 15.4 0.6 - - - -

Epoch Net Return 0.7 1.4 11.0 19.0 18.0 9.1 9.6 - - - - - -

Russell 3000 0.1 1.9 7.3 17.7 17.5 8.2 8.5 15.1 0.5 0.4 1.7 1.0 0.9 

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

Epoch Gross Return (2.9) (3.4) 3.2 15.2 15.2 8.5 1.8 - - - -

Epoch Net Return (3.0) (3.5) 2.9 14.8 14.8 - - - - - -

Russell 1000 Value 0.1 (0.6) 4.1 17.3 17.3 8.8 2.0 (0.5) 0.4 0.9 0.8 

U.S. STRATEGIES
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

Strategy Performance as of June 30, 2015

6Quarterly Newsletter - July 2015



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

Epoch Gross Return (1.6) (1.9) (3.6) 11.7 13.9 8.3 13.0 0.5 - - - -

Epoch Net Return (1.7) (2.1) (4.0) 11.3 13.5 7.8 - - - - - -

MSCI World (Net) 0.3 2.6 1.4 14.3 13.1 5.6 16.3 0.3 0.5 3.8 0.8 0.9 

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return 0.1 4.0 7.9 15.4 14.2 9.9 14.8 0.6 - - - -

Epoch Net Return (0.0) 3.7 7.3 14.8 13.6 9.1 - - - - - -

MSCI World (Net) 0.3 2.6 1.4 14.3 13.1 5.8 16.1 0.3 0.7 4.7 0.9 0.9 

GLOBAL ABSOLUTE RETURN
Inception date: 12/31/2001

Epoch Gross Return (0.7) 1.3 8.1 14.8 13.6 8.7 11.1 12.5 0.8 - - - -

Epoch Net Return (1.1) 0.5 6.6 13.3 12.1 7.3 9.6 - - - - - -

MSCI World (Net) 0.3 2.6 1.4 14.3 13.1 6.4 6.2 15.5 0.3 0.6 6.6 0.7 0.7 

Barclays Capital U.S. 
Aggregate

(1.7) (0.1) 1.9 1.8 3.3 4.4 4.9 3.5 1.0 0.5 12.8 (0.2) 0.0 

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

Epoch Gross Return 2.1 6.9 -2 12.8 10.3 4.8 19.1 0.2 - - - -

Epoch Net Return 2.0 6.7 -2.4 12.4 10.0 4.5 - - - - - -

MSCI EAFE (Net) 0.6 5.5 -4.2 12 9.5 3.1 20.3 0.1 0.5 1.7 0.9 1

INTERNATIONAL SMALL CAP
Inception date: 1/31/2005

Epoch Gross Return 5.4 12.4 (3.5) 14.6 11.9 9.2 9.2 19.5 0.4 - - - -

Epoch Net Return 5.2 12.0 (4.1) 13.9 11.2 8.3 8.4 - - - - - -

MSCI World ex USA 
Small Cap (Net)

4.2 8.4 (4.0) 13.6 11.1 6.3 6.3 19.7 0.2 0.7 3.0 1.0 1.0 

GLOBAL SMALL CAP
Inception date: 12/31/2002

Epoch Gross Return 2.6 7.0 1.3 16.5 15.1 9.6 12.4 15.7 0.7 - - - -

Epoch Net Return 2.5 6.9 1.2 16.2 14.8 9.2 11.8 - - - - - -

MSCI World Small Cap 
(Net)

1.5 6.0 1.6 16.5 14.9 8.1 12.4 17.9 0.6 0.0 1.7 0.8 0.9

GLOBAL AND  
INTERNATIONAL STRATEGIES

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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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 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 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.

www.eipny.com
mailto:info@eipny.com

