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in the news
• Co-CIO and Portfolio Manager Bill Booth
was recently interviewed by Paul Sweeney
and Lisa Abramowicz on Bloomberg Radio.
The conversation covered, among other
things, inflation, the attractiveness of
quality growth companies and the debate
on stocks versus bonds. — July 15, 2021

events
• Epoch’s Quarterly Capital Markets webcast
was held on October 7, 2021. Bill Priest,
Kevin Hebner and Portfolio Manager Lin
Lin discussed:
- The pandemic accelerant: turbo-charging
the digital economy
- China’s changing regulatory environment:
the impact of “common prosperity” on
equity markets
- The inflation outlook: the key risks to
“team transitory” are wages and rents
Listen to the Replay

Spotlight: Managing a Portfolio Through a Pandemic
A conversation with David Siino, CFA, CAIA, Managing Director and Portfolio Manager and Senior Research Analyst

QUESTION. Thinking back to March 2020, did you feel pressure to make
portfolio decisions because of the looming pandemic?
ANSWER. In general, Epoch is a long-term investor, and we make
our investment decisions based on the long-term fundamentals of the
companies in which we invest, not short-term market events. The Quality
Capital Reinvestment strategies in particular are all about investing in companies with
sustainable competitive advantages that earn high returns on their invested capital.
Those principles are timeless, through bull and bear markets. If we have done a good job
identifying companies with those sustainable “moats,” then what happens in the market
won’t necessarily cause us to react. When markets plummeted in February and March of
2020, we asked ourselves a question: How much does the pandemic structurally change
the competitive advantages we think we’ve identified through our fundamental research
Article continued on page 3

Quarterly Investment Update — China’s ‘Common
Prosperity’ Regime: What Does It Mean for Investors?
William W. Priest, CFA — Executive Chairman, Co-CIO and Portfolio Manager
Kevin Hebner, PhD — Managing Director, Global Investment Strategist
This summer China launched a new policy regime, which escalates
government steerage of the economy and features two critical initiatives.
First, Beijing has (finally) taken action to tame the country’s real estate
obsession and speculative excesses. Second, the “summer blizzard” of
regulatory actions has evoked crackdowns on a wide range of sectors,
including online consumer platforms, fintech, gaming, private education and
Article continued on page 4

The information contained in this newsletter is distributed for informational purposes only and should not be considered investment advice or a recommendation of any particular security, strategy or
investment product. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. The information contained in this newsletter is accurate as of the date
submitted, but is subject to change. Any performance information referenced in this newsletter represents past performance and is not indicative of future returns. Any projections, targets or estimates in
this newsletter are forward-looking statements and are based on Epoch’s research, analysis and assumptions made by Epoch. There can be no assurances that such projections, targets or estimates will occur
and the actual results may be materially different. Other events that were not taken into account in formulating such projections, targets or estimates may occur and may significantly affect the returns or
performance of any accounts and/or funds managed by Epoch. To the extent this newsletter contains information about specific companies or securities, including whether they are profitable or not, they
are being provided as a means of illustrating our investment thesis. Each security discussed in this newsletter has been selected solely for this purpose and has not been selected on the basis of performance
or any performance-related criteria. 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. The strategies are actively managed and securities discussed in this newsletter may or may not be held in such portfolios at any given time.

Firm Update
ASSETS UNDER MANAGEMENT $26.8B
As of September 30, 2021 in U.S. Dollars. AUM + Advisory Only Assets ($2.9B) = $29.7B

GLOBAL STRATEGIES
Global Choice/
Select
$3.6B

Global/Non-U.S.
Shareholder
Yield
$9.6B

$18.6B

U.S. STRATEGIES

Global/Non-U.S.
Quality Capital
Reinvestment
$4.4B

Non-U.S. Large Cap
$0.8B
Emerging Markets
$0.2B

Totals may not add due to rounding.

U.S. Equity
Shareholder Yield
$2.3B

U.S. Large Cap
$2.8B

$8.3B

U.S. Quality Capital
Reinvestment
$1.0B

U.S. All Cap/
Choice
$1.3B
U.S. Small/SMID Cap
$0.9B

RECENT INSIGHTS
The Epoch Core Model: An Evolving Tool
An update to the 2020 paper “The Epoch Core Model: Our Proprietary Stock
Model.” We recently developed three machine learning versions of the model
and will introduce a new signal derived from activity in the securities lending
market. In this paper, we describe these model enhancements as well as our
research agenda for the next three years. Read More
The Pandemic Accelerant Part II: Turbo-Charging the Digital Economy
The recent surge in startups and unicorns reflects the broadening of the digital
revolution, and suggests improving productivity and free cash flow. Further,
although the digitization of the economy is still in early innings, we expect
digital platforms to represent the majority of market cap by 2025, with tech,
health care and communications the most promising sectors. Read More
For our latest Insights, follow
Epoch on social media

linkedin.com/company/epochinvest

@epochinvest

On Epoch’s Actively Speaking podcast we discuss a broad range of investmentrelated topics. The podcast is the latest step in our commitment to generating
and sharing thought leadership with our clients and partners. Among the topics
covered this quarter by host Steve Bleiberg and his guests:

ESG NOTES
• Epoch completed eight engagements in
the quarter: The third quarter is typically
a busy time for our team as we launch
engagements with our holdings. In this
quarter, we spoke with utilities and
materials companies.
• We created a feedback form for analysts
to spur engagement effectiveness.
• Epoch joined Climate Action 100+: a highly
influential investor group that works with
some of the world’s largest corporate
emitters.
• Noted author, corporate governance expert,
and George Washington professor Lawrence
Cunningham spoke to a group of Epoch PMs
this quarter.
Read the 3Q21 ESG Update

Actively Speaking is available on:

Managing a Portfolio Through a Pandemic
Investors often wonder how portfolio managers react to major macro events, like the COVID-19
pandemic. Oftentimes, making only small changes or no changes at all can be more beneficial than a
significant overhaul. Quality Capital Reinvestment Portfolio Manager David Siino joins to discuss how
he reacted to the market events caused by the pandemic. He explores the changes made and not made,
new company types that made it through the strategy’s screen, and lessons learned from the pandemic.

 pple Podcast
A
Click to Listen

 oogle Play
G
Click to Listen

Spotify
Click to Listen

E poch’s Website
Click to Listen

With Portfolio Manager David Siino

Early Innings for the Post-Pandemic Recovery in U.S. Small Cap Equities
After struggling in the early part of the pandemic, U.S. small cap stocks have outperformed their
large cap brethren since November 2020. Client Portfolio Manager Rick Vandale joins the podcast to
discuss what has driven the small cap rally and why we feel it is still in its early innings. We also explore
how Epoch looks at value, the prevalence of loss making companies in the small cap index and the
importance of active management in the space.
With Client Portfolio Manager Rick Vandale
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Spotlight: Managing a Portfolio Through a Pandemic (cont’d)
process? The answer, far more often than not, was that nothing
had changed. And I don’t say that lightly, because obviously
the pandemic has caused many changes. But, by and large, the
moats around the companies we own were not breached by
the pandemic. In some cases, the pandemic even made those
competitive advantages clearer. So, we did not think it made
sense to be doing a lot of trading based on emotional reactions
to the news flow.

QUESTION. Where did you take action, and why?
ANSWER. While we focus on companies and not sectors, it was
clear that the pandemic might change the long-term dynamics
for certain sectors more than others. The travel industry was
one area where you could really make a case that things had
changed on a longer-term basis, particularly around business
travel. Though the whole sector might be impacted, we had to
evaluate what the impact would be on the individual companies
within. It is probably useful here to contrast our positions on
Southwest Airlines and Alaska Air, both of which we owned
going into the pandemic. They were earning similar rates of
return on capital, and both incorporated return on capital
metrics into management compensation. But they had different
business models. Southwest has built a unique footprint
using secondary airports that are not served by the network
carriers. It offers good value for your money, and it flies mainly
leisure travelers. Alaska had its own unique footprint, based
in Seattle and serving a lot of business travelers on the West
Coast going to and from the tech centers in Seattle and Silicon
Valley. Our view was that Alaska’s business would be much
slower to rebound, and might never fully recover. On top of
that, Southwest went into the pandemic with no long-term
debt, whereas Alaska still had some debt from its purchase of
Virgin America. So Southwest was able to use its strong balance
sheet to buy up slots at some airports where it had previously
not been present, like O’Hare. We concluded that Southwest
was actually going to emerge from the pandemic stronger than
before, whereas Alaska was likely to be weaker. We sold Alaska
and held on to Southwest.
QUESTION. Let’s move ahead in time to late last year, when it
became clear that effective vaccines had been developed. Did you
ever think about trying to play the “reopening trade?”
ANSWER. Well, since we had never really shifted to a “closed”
portfolio, there wasn’t really a need for us to switch back to a
“reopening” stance. We were just talking about travel — we
had held on to many of our travel names like Booking.com and
Amadeus, which is the preeminent IT provider for airlines and
hotels. We felt that both companies had unique attributes and
wide moats that would enable them to continue to earn high
returns on invested capital as the pandemic eased. And now that
travel is in fact returning, we can see that both companies have
maintained their strong positions within their markets. I should
also mention that the whole idea of there being a kind of binary
open or closed position for the economy is overly simplistic. As
we have all seen, the “reopening” has been a fluid, constantly
evolving situation, as COVID waxes and wanes in various places
at various times. It’s not like flipping a switch and suddenly
everything is back to normal.
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QUESTION. Did the pandemic have any impact on what
kinds of stocks were in your investable universe over the last
18 months?
ANSWER. The Quality Capital Reinvestment strategies use a

screen to narrow the overall universe. The screen seeks companies
that meet the desired ROIC, growth and profitability characteristics.
Over the last 18 months, we did see a difference in the companies
passing the screen. I think the best examples are a lot of the mining
stocks and the shipping stocks, or the companies that make the
shipping containers. I like to say that these companies migrate
through our screen once every decade or so. Because inevitably
something happens — in this case the pandemic, which created a
lot of distortions in demand and disruptions in the global supply
chain — and you get a burst of inflation in certain commodity prices
or a spike in shipping rates because of a temporary imbalance in
shipping supply and demand. This is not what we’re trying to capture
with the Cap Re strategies. There was a short-term trade opportunity
there, but we don’t think this is a permanent situation, and we don’t
think anyone can time the beginning and ends of these spikes. Like
I said earlier, this is all about trying to distinguish between what
is temporary and what is permanent, and it is hard for us to see
how most of these companies have any way to really differentiate
themselves from their competitors with any kind of long-term
sustainable advantage.

QUESTION. What would you say are the lessons we learned from
the pandemic that we can apply in the future?
ANSWER. I certainly hope that, with regard to pandemics, this
will be a “one and done” thing for me. But while we might not have
another pandemic in my career, we will have bear markets and
sharp drawdowns. And the quality companies are the ones that
will persevere because of their competitive advantages, because of
their balance sheets, because of their managers’ skill in allocating
capital. We believe those companies will win; those companies will
outperform over time. And, in spite of short-term noise and shortterm trading opportunities, we believe those principles will prevail.
And that’s the basis for our strategy.

David is a portfolio manager and senior equity research analyst. Prior to joining
Epoch in 2007, he was a research analyst with Gabelli & Company where he was
responsible for covering the financial services sector, overseeing the automotive
sector research team and making buy/sell recommendations for the Gabelli
mutual funds. Before joining Gabelli & Company, David was an assistant research
director for Barron’s Business and Financial Weekly. David holds a BA from
Hofstra University and an MBA from Baruch College.
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Quarterly Investment Update — China’s ‘Common Prosperity’ Regime:
What Does It Mean for Investors? (cont’d)
many more. We believe these policies mark a historic turn, with the
pendulum swinging ever further in favor of the state.

structural imbalances are enormous by any standard, so expect
more shocks and volatility spikes over coming quarters.

“Housing is for living, not for speculation.” — President Xi

THE ATTACK ON TECH: AU REVOIR TO LAISSEZ-FAIRE

The motivation for Beijing’s crackdown on real estate couldn’t be
clearer: It represents 70%+ of household assets, and real estaterelated activities account for a staggering 25% of Chinese GDP.
Moreover, 87% of new homebuyers already have at least one
dwelling, price-to-income ratios in major cities are the world’s
highest (three times NYC’s), and the urban housing vacancy
rate is 21%. These eye-popping statistics have finally compelled
policymakers to address the economy’s over-reliance on debtfueled property investment to fabricate growth.
“...the government now suddenly seems to be displaying something
near panic about falling birthrates.” — Barry Naughton, UCSD
But why now? Concerns about excessive leverage and speculation
are not new: Beijing has been worried since at least 2007 and
the Fed first expressed alarm in 2004. What is different is that
the workforce is now shrinking. The labor force grew by over 20%
between 1990 and 2017, but since then has shrunk by 17 mn.
Correspondingly, housing demand peaked at 20.2 mn units in 2017
and is forecast to decline to 12.8 mn units in 2030 (representing
a bubble-popping 37% decrease). This demographic time bomb is
terrible for Chinese real estate that, like all Ponzi schemes, requires
fresh patsies to keep from imploding.
Despite the extreme imbalances, we do not expect a Lehman-type
financial crisis as China’s closed capital account and huge current
account surplus provide Beijing with sufficient capacity to prevent
contagion and ensure households are protected. Further, since
2008 policymakers everywhere have learned to avoid “Lehman
moments,” so a broad-based credit crunch seems unlikely.
Moreover, given how exposed and vulnerable households are, the
government has every incentive to avoid a hard landing.
The best evidence that the market believes in such an implicit
promise, a “Beijing Put” if you will, is the lack of any sell-off in
investment grade spreads. Chinese HY spreads have blown out
to all-time highs (4+ standard deviations above normal), while IG
spreads remain narrow (and tighter than their 10Y mean). This
shows that investors are not worried about contagion from the real
estate sector affecting markets more broadly.
“Thus overinvestment in the real estate market and in all kinds
of infrastructure projects artificially inflated GDP growth in the
past years. Many of these projects are of little economic use,
so the debt that is associated with them is unsustainable. The
Party leadership knows this … genuine growth is probably 2 to
3%, not more. In other words, there is an awful lot of fictional
growth.” — Michael Pettis, Peking University
Even without a financial crisis, a successful deleveraging and
rebalancing necessarily implies lower overall growth over the
medium term. Moreover, such transitions are fiendishly difficult
and always involve collateral damage, meaning we’re likely to
experience casualties in other sectors. Bottom line: China’s

Regarding regulatory tightening, the clampdown on internet
companies has been especially aggressive, with China shedding
what was once a relatively laissez-faire approach to the sector.
Policy analysts believe many of Beijing’s actions were long overdue
and echo programs enacted by their counterparts in Washington
DC and Brussels. This includes ramping up antitrust scrutiny,
investigating anti-competitive behavior (e.g., M&A, exclusive deals)
and litigating personal data violations. Beijing has taken matters
further though, with online consumer platforms being forced to,
on a rather ad hoc basis, raise wages, improve treatment of gig
workers and make donations to charitable causes.
One negative consequence for investors is that the new policy
framework will limit the upside potential for Chinese companies,
especially in tech. Firms that become too successful and powerful,
and whose activities don’t fully align with Beijing’s priorities, will
find themselves in the crosshairs. (The phrase in Japan is, “The nail
that sticks out will get hammered down.”) Incumbent tech giants,
such as Alibaba and Tencent, will still be around but will be less
overweening. In a nutshell, 10 baggers will not be allowed in the
new China.
This is especially problematic given the winner-takes-most nature
of the digital economy. For example, 40% of the SPX’s rise since
2015 is accounted for by just six superstar firms. Given that we
expect digital platforms to represent the majority of market
capitalization by 2025, this suggests the overall Chinese index is
doomed to continued underperformance.
‘COMMON PROSPERITY’: NEW POLICY FRAMEWORK OR JUST A
CATCHY POPULIST SLOGAN?
Both of this year’s critical policy developments are associated with
the “Common Prosperity” slogan that President Xi began actively
promoting in August. This catchphrase is intentionally vague, but
targets rising income inequality, excessive speculation and a host
of anti-social activities (including gaming, frequently referred to
as “spiritual opium”). For private enterprises, the “grand steerage”
means greater emphasis on social responsibilities (to workers and
the state), with the status of founders and shareholders taken
down a notch.
With this new framework, Beijing is moving with an intensity not
seen in decades. President Xi wants the state to more actively
steer flows of capital, set tighter parameters for entrepreneurs,
and exercise even more control over the economy. And the timing
is deliberate, coming ahead of the 19th Party Congress slated for
October 2022, which will feature the next Five-Year Plan and the
quinquennial personnel changes (President Xi hopes to keep his
job). This made the summer of 2021 an opportune time to launch
a catchy populist slogan and enact policies focused on housing (the
largest driver of inequality), private education (to which the rich
have much better access) and humbling tech billionaires (always
makes for great headlines).
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REGULATORY UNCERTAINTY: WILL IT QUASH CHINA’S
ENTREPRENEURIAL ENERGY
One of the biggest risks is that the “Common Prosperity” regime
suppresses the entrepreneurial spirit that has emphatically powered
China’s boom. It is certainly the case that there has been a big hit
to entrepreneurial confidence, and the fast-changing regulatory
environment is making long-term planning more difficult. Moreover,
it is widely believed the fluid, opaque and unpredictable regulatory
crackdown will continue and not end anytime soon.
“(President Xi) sees all forms of speculative investment, particularly in property … as belonging to the “fictitious economy” which crowds out investment in the “real economy” of
manufacturing, technology and infrastructure — sectors that
will seal China’s global economic dominance.” — Kevin Rudd,
President of Asia Society and former PM Australia
WHAT SECTORS ARE FAVORED? SURPASSING AMERICA AND
ACHIEVING TECH INDEPENDENCE
Beijing favors companies that create tangible advances in “deep
tech” that will help China surpass America and shield against the risk
of technology decoupling. President Xi has frequently championed
AI cloud-computing and quantum computing, but also wants to
create a more hardware-focused tech sector with AVs, sensors and
homemade cutting-edge semiconductors. Other broad priorities
include high-end manufacturing to ensure China’s competitiveness,
as well as power equipment and clean energy.
On the other hand, Beijing is actively discouraging businesses focused
on speculative activity (including gambling), that increase income
inequality (private education) and are deemed frivolous (such as
social media, video games and other “spiritual opium”). Regardless,
when launching a new company, entrepreneurs and VC investors
must increasingly ask: How does this solve China’s problems?
IS CHINA INVESTABLE?
To understand what the new regulatory environment means for
investors, we first provide some historical context. Despite its
booming economy, the overall Chinese market has exhibited
terrible performance. Since 2010, MXCN has underperformed
MXUS by 63% with IT being the only sector that did better than
the U.S. index. The next two best sectors were health care and
consumer staples, while the worst were industrials and finance.
The CSI 300 performed similarly against the SPX, with its two best
sectors being consumer staples and health care, while its worst
also included industrials and finance (Figure 1).
The results over the last decade clearly are not encouraging.
However, some investors make a more tactical argument,
emphasizing mean reversion and suggesting the recent sell-off
represents a good entry point. Although that might be true for
some sectors and companies, it is not the case for the overall
market. While Chinese indices almost always trade at a lower
multiple than their U.S. counterparts, the discount today is
exactly at the 10Y mean (Figure 2). That is, market weakness
has simply reflected weaker relative earnings growth. Bottom
line: There is neither a tactical nor a valuation argument for the
overall Chinese indices.
5

figure 1: shanghai csi 300 sectors relative to spx. since
2010 the csi 300 underperformed by an astonishing
63% with only one sector, consumer staples,
outperforming the spx
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Source: Bloomberg, Epoch Investment Partners

figure 2: despite the recent sell-off, chinese indices
appear fairly valued relative to their u.s. counterparts
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The case against Chinese equities can then be summarized as: An
elevated level of regulatory uncertainty, terrible relative performance
since 2010, and yet the broad indices are still trading at their historical
multiple (reflecting weak relative earnings growth). Additionally,
“Common Prosperity” is likely to limit the upside for many successful
tech companies, which is especially problematic for the digital
economy, where a small number of firms account for an oversized
share of market gains. Finally, the macro picture is likely to remain
challenging for an extended period as the property sector delevers.
All this suggests the Chinese indices are likely to continue
underperforming. However, it doesn’t mean the asset class is
uninvestable. There are certainly some companies that will thrive
in the new regulatory environment. To identify such opportunities,
Epoch has always favored companies with effective capital allocation
policies, including a demonstrated ability to deliver a ROIC above
their WACC. We also look for companies with a record of generating
FCF on a sustainable basis. Such companies are the most probable
winners, and the above analysis suggests they are most likely to be
found in sectors like health care, tech and consumer staples, while
there may be relatively few candidates in finance and industrials.
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Strategy Performance as of September 30, 2021
U.S. STRATEGIES
IN USD
U.S. VALUE
Inception date: 7/31/2001

Annualized Returns
QTR

YTD

Epoch Gross Return

(0.8)

19.6

40.2

14.4

15.1

14.9

9.6

Epoch Net Return

(0.8)

19.4

39.9

14.0

14.8

14.5

9.1

Inception date: 12/31/2002

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

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

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

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

Beta

R2

21.46% 0.62

15.2

31.0

16.4

17.1

16.8

8.9

19.11% 0.80

-0.39 -2.81

1.09

0.95

16.1

35.0

10.1

10.9

13.5

7.6

19.90% 0.45

0.91

3.64

1.05

0.96

0.6

15.9

30.0

16.0

16.9

16.6

8.6

18.55% 0.80

-0.28 -2.75

1.12

0.94

Epoch Gross Return

(0.5)

20.9

42.1

14.8

16.0

15.7

12.3

21.91% 0.62

Epoch Net Return

(0.6)

20.3

41.3

14.1

15.3

15.1

11.6

Russell 3000

(0.1)

15.0

31.9

16.0

16.9

16.6

10.8

19.40% 0.77

-0.22 -2.10

1.10

0.95

Russell 3000 Value

(0.9)

16.6

36.6

9.9

10.9

13.5

9.9

20.25% 0.43

0.99

4.17

1.06

0.95

Epoch Gross Return

0.4

23.3

61.4

14.5

14.3

14.8

11.5

26.24% 0.51

Epoch Net Return

0.4

23.2

61.1

14.2

13.9

14.4

10.9

Russell 2000 Value

(3.0)

22.9

63.9

8.6

11.0

13.2

10.3

26.61% 0.28

0.87

5.91

0.95

0.94

Epoch Gross Return

1.7

23.6

58.0

14.4

13.9

14.9

10.2

25.41% 0.52

Epoch Net Return

1.6

23.3

57.7

14.1

13.5

14.5

9.7

Russell 2500 Value

(2.1)

20.1

54.4

8.9

10.5

13.4

8.1

25.50% 0.30

1.16

5.33

0.98

0.97

Epoch Gross Return

(1.6)

17.1

37.0

13.1

14.7

14.9

10.5

21.85% 0.55

Epoch Net Return

(1.6)

17.1

36.9

12.9

14.4

14.5

10.1

Russell 3000

(0.1)

15.0

31.9

16.0

16.9

16.6

10.7

19.40% 0.77

-0.63 -3.75

1.11

0.96

Epoch Gross Return

(0.6)

13.3

26.6

9.7

10.5

-

12.2

17.05% 0.50

Epoch Net Return

(0.7)

13.0

26.1

9.3

10.1

-

11.8

Russell 1000 Value

(0.8)

16.1

35.0

10.1

10.9

-

12.2

19.90% 0.45

-0.09

0.95

0.84

0.97

Epoch Gross Return

1.4

17.1

38.1

20.8

-

-

19.9

19.86% 0.99

Epoch Net Return

1.3

16.7

37.6

20.3

-

-

19.3

Russell 3000

(0.1)

15.0

31.9

16.0

-

-

15.7

1.12

4.32

1.00

0.95

S&P 500

U.S. SMALL CAP
QUALITY VALUE

Sharpe Inform.
Ratio Ratio Alpha

0.2

Russell 1000 Value

Inception date: 7/31/1994

Std
Dev.

(0.8)

Russell 1000

U.S. ALL CAP VALUE

Risk Statistics — Three Year

3
5
10 Since
Years Years Years Incept.

1
Year
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GLOBAL & INTERNATIONAL
STRATEGIES IN USD
GLOBAL EQUITY
SHAREHOLDER YIELD

Annualized Returns
YTD

Risk Statistics — Three Year

3
5
10 Since
Years Years Years Incept.

Std Sharpe Inform.
Dev. Ratio Ratio Alpha Beta

Epoch Gross Return

(1.6)

10.9

24.0

7.5

7.6

9.3

7.8

Epoch Net Return

(1.7)

10.6

23.5

7.0

7.2

8.9

7.3

MSCI World (Net)

(0.0)

13.0

28.8

13.1

13.7

12.7

7.8

18.21% 0.66 -1.08 -3.78 0.89

Epoch Gross Return

(1.1)

9.2

22.8

10.6

12.7

12.1

9.7

18.65% 0.51

Epoch Net Return

(1.3)

8.7

22.0

9.9

12.1

11.4

9.0

MSCI World (Net)

(0.0)

13.0

28.8

13.1

13.7

12.7

7.9

18.21% 0.66 -0.59 -2.12 1.00

Epoch Gross Return

(2.7)

5.3

19.0

16.4

17.1

-

10.7

16.02% 0.95

Epoch Net Return

(2.8)

5.1

18.3

15.8

16.6

-

10.4

MSCI ACWI (Net)
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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 Investment Partners, Inc. claims
compliance with the Global Investment Performance Standards (GIPS®).
2. Composite Structure — Epoch’s composites include all tax-exempt and taxable portfolios above $500,000 in size and are generally managed relative to an applicable market index. Results are
based on fully discretionary accounts under management, including those accounts no longer with the firm. Where indicated, the changes to benchmarks or composites, noted below, were made
to present a more representative and insightful comparison to the investment strategies. A complete list of composite descriptions, broad distribution pooled funds and limited distribution pooled
funds are available upon request.
COMPOSITE
U.S. Value

CREATION
DATE
June 2004

U.S. All Cap
Value

June 2004

U.S. Small Cap
Quality Value

June 2004

Russell 2000
Value

U.S. SMID Cap
Quality Value

September
2006

Russell 2500
Value

U.S. Choice

May 2005

Russell 3000

U.S. Equity
Shareholder
Yield
U.S. Quality
Capital
Reinvestment
Global Select

July 2012

Russell 1000
Value

December
2017

Russell 3000

March
2012

Global Equity
Capital
Reinvestment

June 2013

MSCI All
Country World
(Net)
MSCI World
Index (Net)

Emerging
Markets
Equity
Non-U.S.
Equity Choice

December
2017

Non-U.S.
Quality
Capital
Reinvestment
Global Equity
Shareholder
Yield

December
2019

MSCI All
Country World
(ex-USA) (Net)

January
2006

MSCI World
(Net)

Global Equity Shareholder Yield pursues attractive total returns with an above-average level of income by investing in a diversified portfolio of global companies with strong and growing free cash flow. Companies
in the portfolio possess managements that focus on creating value for shareholders through consistent and rational capital allocation policies with an emphasis on cash dividends, share repurchases and debt
reduction — the key components of shareholder yield. The portfolio generally holds between 90 and 120 stocks from equity markets worldwide, with risk controls to diversify the sources of shareholder yield and
minimize volatility.

Global Choice

October
2005

MSCI World
(Net)

Global Choice pursues long-term capital appreciation by investing in a concentrated portfolio of global businesses we believe have superior risk-reward profiles. Our bottom-up security selection and risk
management process leads to a portfolio of 25-35 stocks. The portfolio reflects the highest-conviction ideas of our investment team as appropriate for a concentrated portfolio. Companies are selected based on
their ability to generate free cash flow and allocate it intelligently to benefit shareholders.

Global
Absolute
Return

June 2004

Barclays
Capital U.S.
Aggregrate
and MSCI
World (Net)

Global Absolute Return targets attractive returns over time without assuming a high degree of capital risk by constructing a concentrated portfolio of global businesses we believe have superior risk-reward profiles.
The portfolio consists of 25-35 securities reflecting the highest-conviction ideas of our investment team as appropriate for a concentrated portfolio. Companies are selected based on their ability to generate free
cash flow and allocate it intelligently to benefit shareholders. Portfolio risk exposure is managed through the ability to allocate to cash using quantitative and qualitative asset allocation inputs to lessen the
likelihood of loss of capital.

January
2017

CURRENT
BENCHMARK
Russell 1000;
Russell 1000
Value; S&P 500
Russell 3000;
Russell 3000
Value

MSCI
Emerging
Markets (Net)
MSCI EAFE
Index (Net)

COMPOSITE DESCRIPTION
U.S. Value pursues long-term capital appreciation by investing in 40-60 large capitalization U.S. companies. As fundamental investors with a long-term orientation, we select companies based on their ability to
generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification and risk control measures that should result in belowaverage portfolio volatility.
U.S. All Cap Value pursues long-term capital appreciation by investing in a portfolio of 50-60 stocks across a broad range of market capitalizations. As fundamental investors with a long-term orientation, we
select companies based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification and risk control
measures that should result in below-average portfolio volatility. Effective 7/1/06, the U.S. All Cap Value Composite has been redefined to reflect only those discretionary accounts managed by the All Cap Value
Team and following the respective All Cap Value model. As a result, all accounts which are not managed by the All Cap Value Team and have specified client risk preferences have been removed.
U.S. Small Cap Value pursues long-term capital appreciation by investing in a portfolio of approximately 60-90 small capitalization U.S. companies. As fundamental investors with a long-term orientation, we
select companies based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification and risk control
measures designed to achieve below-average portfolio volatility.
U.S. SMID Cap Value pursues long-term capital appreciation by investing in a portfolio of approximately 60-90 small- and mid-capitalization U.S. companies. As fundamental investors with a long-term
orientation, we select companies based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our bottom-up security selection process is balanced with diversification
and risk control measures designed to achieve below-average portfolio volatility.
U.S. Choice pursues long-term capital appreciation by investing in a concentrated portfolio of leading U.S. companies we believe have superior risk-reward profiles. Our bottom-up security selection and risk
management process leads to a portfolio of 20-35 stocks. The portfolio reflects the highest-conviction ideas of our investment team as appropriate for a concentrated portfolio. Companies are selected based on
their ability to generate free cash flow and allocate it intelligently to benefit shareholders.
U.S. Equity Shareholder Yield pursues attractive total returns with an above-average level of income by investing in a diversified portfolio of U.S. companies with strong and growing free cash flow. Companies in the
portfolio possess managements that focus on creating value for shareholders through consistent and rational capital allocation policies with an emphasis on cash dividends, share repurchases and debt reduction —
the key components of shareholder yield. The portfolio generally holds between 75 and 120 stocks, with risk controls to diversify the sources of shareholder yield and minimize volatility.
U.S. Quality Capital Reinvestment seeks to provide an attractive total return with market-like volatility by investing in U.S. companies with strong free cash flow and which provide long-term capital appreciation.
The strategy will invest primarily in equity and equity-related instruments of companies. The portfolio will invest in companies that generate growing free cash flow and possess management with consistent and
successful capital allocation policies with a focus on generating returns for shareholders. The portfolio generally will hold the securities of approximately 75 – 100 U.S. domiciled issuers.
Global Select Composite is a concentrated global strategy of companies selected based on their ability to generate free cash flow and allocate it intelligently to create shareholder value. Our portfolio construction
framework and stock selection process incorporates a blend of bottom-up opportunities with top-down macroeconomic insights, leading to a portfolio of up to 15 high-conviction holdings while minimizing
unintended risk and reducing volatility.
Global Equity Capital Reinvestment focuses on companies that reinvest in their businesses to grow free cash flow. We seek companies that are good capital allocators, and that use capital effectively to fund
internal projects or to make acquisitions. Our research indicates that companies that make investments, internally or externally, that generate a marginal return on invested capital that exceeds their marginal cost
of capital will increase in value. Global Equity Capital Reinvestment pursues attractive total returns by investing in a diversified portfolio of these companies with persistent, high return on invested capital (ROIC)
which is achieved through their allocation to the growth-oriented uses of free cash flow, namely investment in internal projects and acquisitions. The portfolio generally holds between 90 and 130 stocks from
equity markets worldwide, with risk controls to diversify the sources of growth and reduce volatility.
Emerging Markets Equity pursues long-term capital appreciation by investing in a portfolio of 60-80 securities of companies located in emerging and frontier markets. Our strategy offers investors access to
companies with high return potential in the world’s fastest growing markets. We select companies based on their ability to generate free cash flow and allocate it intelligently for the benefit of shareholders. Our
security selection process is balanced with diversification and risk control measures that should result in below-average portfolio volatility.
Non-U.S. Equity Choice pursues long-term capital appreciation by investing in a concentrated portfolio of 30-50 stocks outside the U.S. that possess superior risk-return profiles. Companies are selected for their
ability to generate free cash flow and allocate it intelligently to benefit shareholders. The strategy employs a portfolio construction process designed to reduce the volatility of returns. The portfolio management
team has latitude to invest across geographies and market capitalizations regardless of the composition of its benchmark, the MSCI EAFE Index.
Non-U.S. Quality Capital Reinvestment pursues attractive total returns by investing in a diversified portfolio of companies that reinvest to drive future growth and have a high return on invested capital (ROIC).
Companies in the portfolio are those that the investment team believes will have high and persistent ROIC, driven by sustainable competitive advantages or effective barriers to entry. The portfolio generally holds
between 75 and 100 stocks from equity markets outside the U.S., with risk controls to diversify the sources of growth and reduce volatility.

3. Risk Statistics Source — Composite-level risk statistics are calculated using monthly rates-of-return. Statistics calculated using a sample of less than 36 months can be considered a less reliable
estimate of the characteristic’s true value. Standard Deviation is a statistical measure of the degree to which an individual value in a probability distribution tends to vary from the mean of the distribution. The greater degree of dispersion, the greater degree of risk. Sharpe Ratio is risk-adjusted measure that measures reward per unit of risk. The higher the Sharpe Ratio, the better. The numerator is
the difference between the portfolio’s annualized return and the annualized return of a risk-free instrument. The denominator is the portfolio’s annualized standard deviation (population). Information
Ratio is a measure of consistency in excess return. The annualized excess return over a benchmark divided by the annualized standard deviation (population) of excess return. Alpha is a risk (betaadjusted) return measurement. It measures the fund’s value added relative to a benchmark. It is the Y intercept of the regression line. Beta is the systematic risk of a portfolio. The beta of a portfolio is
its sensitivity to a benchmark. The linear relationship between two return series. R-squared is the correlation squared. Correlation shows the strength of the relationship between two return series. The
higher the correlation, the more similar the returns..
4. Benchmark Source — Russell Investments; MSCI Inc.; Standard & Poor’s; and Barclays Capital are the source and owners of the index data contained herein (and all trademarks related thereto), which
may not be redistributed. Reference to an index does not imply that the portfolio will achieve returns, volatility or other results similar to the index. The composition of the indices are provided for your
information only and may not reflect the manner in which a portfolio is constructed in relation to expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations, concentrations,
volatility or tracking error targets, all of which are subject to change over time. Indices are unmanaged. The figures for each index reflects the reinvestment of dividends but do not reflect the deduction
of any fees or expenses which would reduce returns except for the MSCI (Net) indices where net total return indices reinvest dividends after the deduction of withholding taxes, using (for international
indices) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation treaties. Investors cannot invest directly in indices.
5. Total Return Methodology— Valuations are computed and performance is reported in U.S. dollars. Composite returns are presented gross and net of management fees and include the reinvestment
of all income. Gross-of-fees returns are presented before management fees but after all trading expenses. Net performance reflects the gross-of-fees return reduced by the investment management
fee and performance-based fee (where applicable) incurred. Effective 1/2008, net performance is calculated by deducting the actual investment management fee incurred by each portfolio in the
composite. Prior to 1/2008, net-of-fee returns reflect the deduction of the highest annual management fee, applied on a monthly basis. Returns include the effect of foreign currency exchange rates.
Composite and benchmark (international indices) returns are presented net of non-reclaimable withholding taxes. Periods over one year are annualized. Internal dispersion is calculated using an assetweighted standard deviation of annual gross returns of those accounts that were included in the composite for the entire year. Internal dispersion figures that are not meaningful due to the limited
number of accounts in the composite are annotated by N/A. The three-year annualized standard deviation measures the variability of the composite gross returns and the benchmark returns over the
preceding 36-month period. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available upon request. Past performance is not indicative of future results. An
account could incur losses as well as gains.
6. Significant Cash Flow Policy — Effective January 1, 2008, Epoch does not apply a significant cash flow policy as all accounts are valued daily. From January 1, 2006 to December 31, 2007, Epoch
defined a significant cash flow as one in excess of 25% of the portfolio market value. Prior to January 1, 2006 Epoch’s policy required the temporary removal of any portfolio incurring a client initiated
significant cash flow of 10% or greater of portfolio market value. Additional information regarding the Epoch’s historical treatment of significant cash flows is available upon request.
7. To receive a complete list and description of Epoch’s composites, GIPS® firm-wide verification or composite examination reports by ACA Compliance Group from June 21, 2004 through June 30, 2021
and/or other presentations that adhere to the GIPS® standards, contact us at 212-303-7200, write to Epoch Investment Partners Inc., 399 Park Avenue, New York, NY 10022, or send an email to info@
eipny.com.
8. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.
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