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Spotlight: Inflation, Supply Chains and the Consumer 
Goods Sectors 

A conversation with Glen Petraglia, Managing Director, Portfolio Manager and Senior Research 
Analyst and Stephen Salzone, Director, Portfolio Manager and Analyst 

QUESTION. How is Inflation impacting consumer goods companies?

ANSWER. To the average person, inflation is most noticeable in the 
consumer goods sectors. In reality, inflation, which is at multi decade highs, 
is broad in scope and impacting all sectors. One reason that inflation is so 
noticeable in the consumer goods sectors is that prices in these sectors 
reflect the increased costs in other sectors. In fact, consumer companies 

Quarterly Investment Update — Positioning for a Recovery: 
Macro Factors

William W. Priest, CFA — Executive Chairman, Co-CIO and Portfolio Manager 
Kevin Hebner, PhD — Managing Director, Global Investment Strategist 

“I think we understand better how little we understand about inflation” — 
Jerome Powell, European Central Bank Forum, June 2022

Jerome Powell’s key message is that the Fed will keep hiking aggressively until 
it sees convincing and compelling evidence inflation has peaked and is heading 
back to target. This framing helps the market understand the Fed’s reaction 
function and is also critical for ascertaining when equities are likely to trough 

during this cycle. We expect the market recovery to occur well before the Fed’s last hike, 
which is currently priced in for Q1 of 2023. The remainder of this note explains our outlook 
for inflation, the Fed and equity markets over coming quarters, emphasizing the two key 
risks to our constructive view.
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in the news 
•   Shareholder Yield Portfolio Manager John 

Tobin participated in a Livewire Q&A sharing 
his thoughts on the sell-off in tech, as well as 
why he is investing in semiconductor stocks 
as his preferred play. He also outlines the 
outlook for dividends through to 2023, and 
explains why he believes it is unlikely that 
China will invade Taiwan.  
— April 7, 2022
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ASSETS UNDER MANAGEMENT $27.9B
Total AUM includes approximately $1.4 billion in Non-U.S. Large Cap assets and $5.0 billion of U.S. Fixed Income assets of TDAM USA, 
which was merged into Epoch Investment Partners Inc. on December 31, 2021. Client domicile and strategy breakdowns do not include 
this additional AUM. May not total due to rounding. As of June 30, 2022. 

Global/Non-U.S. 
Shareholder 
Yield  
$7.8B

Global Choice/
Select
$2.5B

Global/Non-U.S. 
Quality Capital 
Reinvestment
$3.2B

Non-U.S. Large Cap
$0.5B

U.S. Large Cap
$2.6B

U.S. Small/SMID Cap
$0.7B

U.S. All Cap/
Choice
$0.9B

$14.2B

U.S. Equity 
Shareholder Yield
$2.2B

GLOBAL STRATEGIES U.S. STRATEGIES

$7.3B

Totals may not add due to rounding.

U.S. Quality Capital 
Reinvestment
$0.9B

Emerging Markets 
$0.2B

RECENT INSIGHTS

What Happens in Crypto Stays in Crypto?
It has been a vicious year for cryptocurrencies and even “stablecoins” 
have not been immune. In this paper we examine the potential for 
contagion into traditional asset classes, what may be propping up the 
crypto sector and the regulatory outlook. Read More

linkedin.com/company/epochinvest @epochinvest
For our latest Insights, follow 
Epoch on social media

Antitrust: Can Biden Take on the Tech Barons?
How do President Biden’s appointments to various trade-related positions view market fairness 
and antitrust? And will they be able to successfully reduce the power of today’s tech behemoths? 

With Global Investment Strategist Kevin Hebner

On Epoch’s Actively Speaking podcast we discuss a broad range of investment-
related 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:

Cryptocurrency: After the Fall
2022 has been a vicious year for crypto assets, but why now? We explore the different types 
of stablecoins, the potential for contagion into other asset classes, the diversification value of 
crypto, and the outlook for the regulatory environment.

With Global Investment Strategist Kevin Hebner

Analyzing the “S” in ESG
While the environmental and governance components of ESG are often quantifiable, the social 
component may not be. We explain how we look at the “S,” including how it is analyzed against 
the backdrop of the war in Ukraine and pressure on Big Tech and energy companies.

With Head of Sustainable Investing Ravi Varghese

EVENTS
•   This quarter, in an effort to deliver 

both broad macro perspectives and 
more specific investment insights, we 
reformatted our Quarterly Webinar. The 
traditional Capital Markets Overview 
with Executive Chairman and Co-CIO Bill 
Priest and Global Investment Strategist 
Kevin Hebner was made available in an 
on-demand fashion. Our live webinar 
focused on inflation with Bill and Kevin 
exploring the topic from a macro view 
and Portfolio Managers and Analysts 
Glen Petraglia and Stephen Salzone 
examining the impacts of inflation on 
the consumer goods sectors.

ESG NOTES
• We published our 2021 Sustainable 
Investing Report

•  During proxy season, we weighed in on 
proposals related to shareholder rights, 
political lobbying, board composition 
and more

• Epoch had Farient Advisors present 
to our investment team on evaluating 
executive compensation

• We had six company engagements 
and updated the structure of our 
engagement reporting

Actively Speaking is available on:
 Apple Podcast 
Click to Listen

 Google Play 
Click to Listen

Spotify 
Click to Listen 

  Epoch’s Website 
Click to Listen

https://www.eipny.com/insights/what-happens-in-crypto-stays-in-crypto/
http://www.linkedin.com/company/epochinvest
http://www.twitter.com/epochinvest
https://event.on24.com/wcc/r/3869636/2CB53D0FDE8965727ED7AE5604969236
https://eipny.wistia.com/medias/tc7f7386dt
https://www.eipny.com/esg-main/esg-annual-quarterly-reports/
https://www.eipny.com/esg-main/esg-annual-quarterly-reports/
https://podcasts.apple.com/us/podcast/actively-speaking-podcast/id1469145945
https://podcasts.google.com/feed/aHR0cHM6Ly9mZWVkcy5idXp6c3Byb3V0LmNvbS8yMTk3NzMucnNz
https://open.spotify.com/show/5V3SYo6YMHUjMpbyUv8jaw
http://www.eipny.com/podcasts/


Spotlight: Inflation, Supply Chains and the Consumer Goods Sectors (cont’d)

are impacted by rising costs across the income statement — 
input costs, labor, transportation and even utilities. This was 
exacerbated in the wake of the invasion of Ukraine. In particular, 
high oil and gas prices have a widespread and cascading effect, 
impacting everything from logistics/transportation, to fertilizers 
and food, to derivative products such as plastics and 
consumer packaging. 

Labor is also a key inflationary item and it can increase costs in 
a few different ways. First, the obvious, is higher wages. Second, 
shortages can cause production inefficiencies and delays, which 
can lead to higher expedited logistics costs. Third, overtime pay 
may be required to get more labor hours out of a company’s 
existing workforce. Labor shortages have not been as acute 
outside of the U.S. as they have been within.

Companies are doing their best to pass on input cost inflation 
by raising prices, even in places like Japan where price increases 
have been infrequent and notoriously hard to achieve. For 
example, a Japanese beer manufacturer we hold is raising 
prices on beer for the first time in 14 years and they’re doing 
that despite a difficult competitive environment.

However, even if a company can pass on higher costs on a 
dollar-for-dollar basis, it is still a headwind to margins (same 
gross profit dollars divided by a higher revenue number). In 
addition, costs have generally risen faster than cost actions 
can be put in place or pricing has been passed through. As a 
result, we’re seeing pressures on sector gross margins. 

Pricing power is paramount. Key drivers of pricing power include: 
strong brands, critical or highly desirable products, lack of 
substitution/alternatives, high switching costs, products that 
make up an inconsequential percentage of the consumer wallet, 
and products that offer a value proposition even at a higher price. 
This period of high inflation is acting as a test of pricing power 
across the sector. 

QUESTION. How are supply chain issues impacting consumer 
goods companies?

ANSWER. As with inflation, the supply chain challenges are 
numerous but ultimately distill down to securing sufficient 
raw material availability and ensuring finished product gets 
to market in a timely fashion. Companies have engaged in a 
number of strategies to ensure continuing operations, such as 
securing secondary supply of critical raw materials or ingredient 
substitutions to lower costs while not sacrificing quality. But 
substitution is often limited. In some cases, production is 
held up due to the lack of a single critical input. Sometimes 
companies are faced with a decision to pay for expensive 
expedited logistics costs or run the risk of missing out on 
sales and donating market share. 

Other ways companies have tried to mitigate supply chain 
issues are commissioning new third-party manufacturing nearer 
to end-consumer use to reduce the need for ocean freight, and 
using more expensive modes of transportation (e.g., air freight) 
to expedite product to market and avoid congested ports. This 
may not make sense for every product, however. For example, 
it may make sense for video game systems, which are relatively 
small in size and have a high price point to ship via air freight as 
the incremental cost isn’t that substantial in the context of the 
product’s value. On the other hand, it may not make sense for 
bulkier, less-premium items, thereby making the higher cost 
less palatable. 

As a result of these challenges, we are seeing working capital 
increase on company balance sheets. Inventory levels are going 
up as companies face a Catch-22: either hold a “safety stock” or 
face a surge of unfinished products awaiting final components. 
In either case, the higher working capital is stretching out the 
cash conversion cycle at a time where interest rates are going 
up. The notion of “just-in-time” inventory simply does not work 
in this type of supply chain environment, pushing companies 
towards the concept of – “just incase”. 

QUESTION. What is the outlook for consumer goods companies?

ANSWER. Margins will continue to face pressure until we start to 
see either the inflation and logistics headwinds subside or pricing 
no longer lags cost increases, at which point this dynamic will play 
out in reverse. Additionally, with real consumer incomes under 
pressure, the prospect of demand elasticity will rise. This will vary 
tremendously by product, category and geography. The good 
news is that, at least in the U.S., there have been some signals 
that suggest inflationary pressures may be peaking. The path to 
normalization, however, is highly uncertain. Supply chain issues 
continue to mimic the arcade game “whack-a-mole.” 

The companies that are best positioned to successfully navigate 
this environment are the ones that have pricing power, for all 
the reasons discussed above, and strong balance sheets. Those 
companies will be able to pass on the input cost inflation and 
invest in working capital to meet customer demand, which may 
even result in market share gains. In addition, companies with 
higher gross margins should be better placed to navigate the 
inflationary environment by virtue of requiring less pricing, in 
percentage terms, to counter rising input costs. Companies with 
readily substitutable alternatives or that skew toward lower-
income consumers have the potential to be most impacted. 

Epoch’s strategies have a disciplined and repeatable investment 
process that focuses on fundamental quality factors. And one 
of those factors is pricing power. We try to find companies with 
strong brands, critical or highly desirable products and products 
that may have limited substitutions or alternatives. We also look 
for companies with products that have high switching costs; 
products that might make up a small percentage of a consumer 
wallet; or products that offer a strong value proposition, even 
at a higher price. A good example of the type of company we 
are looking for would be a restaurant equipment manufacturer 
that sells a product that increases labor productivity. This would 
be valuable despite a higher cost, as it would help combat the 
previously mentioned labor shortage. Another example would be 
a large luxury goods manufacturer whose target consumer has 
an above-average income and is willing and able to pay for a 
product’s scarcity value. 

Glen is a portfolio manager and senior equity research analyst on Epoch’s 
Non-U.S. Equity and Quality Capital Reinvestment strategies. 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.

Stephen is a portfolio manager and equity research analyst on Epoch’s U.S. 
Equity strategies. Prior to joining Epoch in 2017, Stephen spent 13 years at 
AllianceBernstein, most recently as a research analyst for the Value Equities 
strategies focusing on U.S. small-cap to mid-cap companies in several sectors. 
Stephen received his BS in Business Information Systems from Messiah College.
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figure 2: wage growth of 3%-4% is consistent with the 
fed’s 2% target — we are leagues above that, which 
means the fed needs to destroy a lot more demand 
than it has done so far

Source: NBER, Bloomberg, Atlanta Fed

Given the Fed’s conviction and determination to deliver on its 
mandate, we can be confident inflation is headed back to 2%, 
eventually. But how long is this likely to take? The consensus 
among economists, as well as futures pricing, indicates inflation 
will be close to target by end-2023. However, given the enormous 
forecasting blunder made by almost everyone last year, these 
inflation projections must be interpreted as low-conviction views 
with big standard errors.

This brings us to the Fed and the market proverb, “If it ain’t 
frightening, it ain’t tightening.” Investors are expecting policy 
rates to exceed 3% by late-September (Figure 3), which will 
be the highest level achieved in 15 years. This is certainly 
frightening, especially given the massive amount of leverage 
accumulated during the decade of ultra-low interest rates.

figure 3: fed fund futures are expected to peak at 3.6% 
in early 2023

Source: NBER, Bloomberg, FRB

Does this mean a recession is inevitable? Probably, as we believe 
the triple-whammy of tighter monetary and fiscal policy, as well 
as high energy prices, makes an economic contraction extremely 
likely over the next year. However, that isn’t necessarily the key 
issue for equity markets, as the difference between positive 
growth of around 1% and a “short and shallow” recession 
isn’t huge. Rather, the critical question is: Will systemic risk 
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Over the past year, the market has been obsessively focused on 
goods inflation. However, demand is now moderating and supply 
chains have largely healed, so overall goods inflation is already 
halfway back to target. We believe this means investors need to 
shift their attention to services inflation, which is more pervasive, 
persistent and pernicious (Figure 1). More pervasive in that 70% 
of personal consumption consists of services rather than goods. 
More persistent as services inflation is stickier and more inertial. 
And more pernicious in that, being highly correlated with wages, it 
raises the threat of a 1970s-style wage-price spiral.

figure 1: goods inflation is moderating, while services 
inflation continues to creep higher

Source: NBER, Bloomberg, Epoch Investment Partners

To understand the trajectory services inflation is likely to 
take over coming quarters we are closely watching three key 
metrics. The first is rents, which typically lag home prices. 
This is worrisome as the Case-Shiller index is up 21% YOY 
and inventories are near record lows. Further, rent and other 
aspects of shelter have extremely high weights in core CPI and 
PCE statistics. The good news, though, is that some measures 
of rent inflation are already rolling over and will probably keep 
weakening as Fed policy bites harder.

The second key metric is wages, especially of relatively low-income 
workers, which are currently running at 7% YOY, the highest growth 
experienced in decades (Figure 2). The third metric is closely 
related to wages and concerns the enormous gap between 
the number of job openings (11.2 million) and available workers 
(5.9 million). Powell is constantly emphasizing this divergence, 
with openings especially prominent in sectors like leisure and 
hospitality, retail and healthcare. Some pundits even contend we 
are in the tightest labor market since WWII. Such excess demand 
could continue to put upward pressure on wages for another 
quarter or two, but probably no longer than that given the 
extraordinary amount of policy tightening that is hurtling down 
the pipeline.
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Second, there is a great deal of consistency regarding which 
sectors lead and which lag during the first six months of the 
recovery (Figure 5). The best performers typically include 
information technology, consumer discretionary, financials 
and industrials, while the worst are often utilities, energy, 
consumer staples and health care.

figure 5: standardized relative 6m returns (average 
over the last seven recoveries)

Source: Bloomberg, Epoch Investment Partners

This outlook has two key implications for portfolios. First, 
keep alert for signs of the two downside risks we’ve been 
emphasizing: a systemic event or persistent services inflation. 
We are especially concerned about the latter given how tight 
labor markets are and how poorly we understand the medium-
term drivers of inflation. Second, we believe investors should 
adopt a Bayesian approach, gradually adjusting portfolios 
toward a recovery scenario. That is, building the optimistic 
view incrementally into positioning as data arrives confirming 
the constructive scenario.

come to the fore, like it did during the global financial crisis 
and technology, media and telecom bust, causing financial 
contagion, the freezing up of funding markets, and driving 
equity markets much lower?

Many pundits assert the most likely cause of systemic risk this 
cycle is in digital currencies, which are down an eye-popping 
60% YTD (Figure 4). However, as we showed in our June paper, 
“What Happens in Crypto Stays in Crypto?,” the asset class 
remains too small and too insular to be systemic. Other potential 
landmines include private equity and VC, both of which have 
ballooned in size, frequently contain hidden leverage, and are 
relatively unregulated. We also are concerned about leveraged 
loans, private debt and high yield credit.

figure 4: the bloomberg crypto index is down over 
60% ytd

Source: Bloomberg

Investors are definitely justified in worrying about systemic risk, 
as something usually breaks when the Fed hikes aggressively. 
Adding to the uncertainty is the unfortunate fact that policy 
impacts with a lag that is famously “long and variable” 
(somewhere between six and 18 months). Further, the more 
stubborn services inflation proves to be and the longer the 
Fed hiking cycle is dragged out, the higher the probability of a 
systemic event. All that said, we don’t yet see any particularly 
worrisome signs, which provides us with considerable comfort.

This leads us to a rather optimistic observation. Conditional 
on (a) nothing systemic breaking and (b) services inflation 
rolling over during the next two quarters, we believe markets 
could trough during the next several months. As we discussed 
earlier, the Fed needs to see credible and convincing evidence 
that inflation is heading back to target. Investors hold a similar 
view but tend to move ahead of fundamentals and will almost 
certainly become constructive on equities months before the 
Fed finishes its hiking cycle.

Once we pass the trough for this cycle, what should we expect 
from equities? The evidence from the last seven instances is 
instructive. First, the SPX typically rises by 25%-30% in the first six 
months of the recovery, with returns being heavily front-loaded. 
About half the return occurs in the first month, which provides 
investors with a significant incentive to jump the gun, as price 
action becomes increasingly asymmetric.
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U.S. VALUE
Inception date: 7/31/2001

Epoch Gross Return -16.30 -19.17 -13.36 8.34 9.21 11.24 8.52 21.09% 0.37

Epoch Net Return -16.35 -19.27 -13.58 8.06 8.90 10.91 8.06

Russell 1000 -16.67 -20.94 -13.04 10.17 11.00 12.82 7.84 18.93% 0.51 -0.29 -1.95 1.07 0.92

Russell 1000 Value -12.21 -12.86 -6.82 6.87 7.17 10.50 7.03 19.18% 0.33 0.28 1.23 1.07 0.94

S&P 500 -16.10 -19.96 -10.62 10.60 11.31 12.96 7.69 18.38% 0.54 -0.34 -2.56 1.09 0.91

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

Epoch Gross Return -16.04 -19.66 -13.03 8.64 9.47 11.95 11.44 21.40% 0.38

Epoch Net Return -16.17 -19.94 -13.69 7.95 8.83 11.34 10.68

Russell 3000 -16.70 -21.10 -13.87 9.77 10.60 12.57 9.87 19.10% 0.48 -0.17 -1.26 1.07 0.91

Russell 3000 Value -12.41 -13.15 -7.46 6.82 7.01 10.39 9.31 19.46% 0.32 0.33 1.61 1.06 0.94

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

Epoch Gross Return -17.10 -21.53 -16.34 9.74 7.31 10.42 10.03 24.69% 0.37

Epoch Net Return -17.13 -21.59 -16.48 9.51 7.02 10.04 9.46

Russell 2000 Value -15.28 -17.31 -16.28 6.18 4.89 9.05 9.04 25.10% 0.22 0.51 3.76 0.95 0.93

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

Epoch Gross Return -17.84 -22.57 -16.10 8.69 6.73 10.51 8.35 24.00% 0.34

Epoch Net Return -17.94 -22.71 -16.38 8.40 6.39 10.11 7.92

Russell 2500 Value -15.39 -16.66 -13.19 6.19 5.54 9.54 6.91 24.38% 0.23 0.48 2.58 0.96 0.96

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

Epoch Gross Return -17.79 -21.70 -12.08 8.46 8.89 11.53 9.33 21.41% 0.37

Epoch Net Return -17.81 -21.73 -12.26 8.30 8.65 11.20 8.93

Russell 3000 -16.70 -21.10 -13.87 9.77 10.60 12.57 9.27 19.10% 0.48 -0.25 -1.71 1.09 0.95

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

Epoch Gross Return -8.08 -8.11 -0.17 7.65 8.39 11.26 11.26 16.88% 0.42

Epoch Net Return -8.17 -8.26 -0.50 7.29 8.03 10.90 10.90

Russell 1000 Value -12.21 -12.86 -6.82 6.87 7.17 10.50 10.50 19.18% 0.33 0.19 1.47 0.86 0.97

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

Epoch Gross Return -13.38 -23.90 -14.70 12.94 - - 11.92 19.73% 0.63

Epoch Net Return -13.48 -24.07 -15.07 12.44 - - 11.38

Russell 3000 -16.70 -21.10 -13.87 9.77 - - 9.23 19.10% 0.48 0.59 3.09 0.99 0.93

U.S. STRATEGIES
IN USD

Annualized Returns Statistics — Three Year

QTR YTD
1 

Year
3  

Years
5  

Years
10  

Years
Since  
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Strategy Performance as of June 30, 2022
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GLOBAL EQUITY 
SHAREHOLDER YIELD
Inception date: 12/31/2005

Epoch Gross Return -8.69 -8.31 -3.42 5.48 5.40 7.67 7.32 16.95% 0.29

Epoch Net Return -8.77 -8.48 -3.79 5.06 4.98 7.25 6.85

MSCI World (Net) -16.19 -20.51 -14.34 7.00 7.67 9.51 6.44 18.20% 0.35 -0.23 -0.54 0.87 0.87

GLOBAL CHOICE
Inception date: 9/30/2005

Epoch Gross Return -15.19 -21.27 -15.71 3.61 6.40 8.75 8.26 18.97% 0.16

Epoch Net Return -15.31 -21.50 -16.20 2.98 5.75 8.12 7.55

MSCI World (Net) -16.19 -20.51 -14.34 7.00 7.67 9.51 6.53 18.20% 0.35 -0.78 -3.14 1.02 0.95

GLOBAL SELECT
Inception date: 4/30/2012

Epoch Gross Return -17.05 -23.05 -22.80 3.57 8.39 7.81 7.42 16.21% 0.18

Epoch Net Return -17.10 -23.15 -22.99 3.04 7.96 7.46 7.07

MSCI ACWI (Net) -15.66 -20.18 -15.75 6.21 7.00 8.76 8.12 17.77% 0.32 -0.44 -1.72 0.86 0.89

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

Epoch Gross Return -14.16 -24.15 -15.73 10.59 10.89 - 10.81 17.51% 0.57

Epoch Net Return -14.26 -24.32 -16.09 10.14 10.44 - 10.23

MSCI World (Net) -16.19 -20.51 -14.34 7.00 7.67 - 8.55 18.20% 0.35 0.62 3.98 0.91 0.90

GLOBAL ABSOLUTE 
RETURN
Inception date: 12/31/2001

Epoch Gross Return -9.27 -14.23 -10.64 5.57 7.91 8.58 9.36 12.33% 0.40

Epoch Net Return -9.48 -14.62 -11.58 4.49 6.81 7.35 8.00

MSCI World (Net) -16.19 -20.51 -14.34 7.00 7.67 9.51 6.66 18.20% 0.35 -0.18 0.81 0.64 0.88

BarCap U.S. Aggregate -4.69 -10.35 -10.29 -0.93 0.88 1.54 3.67 4.49% -0.34 0.58 7.46 1.22 0.20

EMERGING MARKETS 
EQUITY
Inception date: 12/31/2017

Epoch Gross Return -9.96 -15.79 -24.66 0.77 - - 0.11 16.49% 0.01

Epoch Net Return -10.07 -15.98 -25.00 0.34 - - -0.32

MSCI EM Index (Net) -11.45 -17.63 -25.28 0.57 - - -0.88 17.92% 0.00 0.06 0.17 0.90 0.96

NON-U.S. EQUITY 
CHOICE
Inception date: 9/30/2015

Epoch Gross Return -13.29 -21.97 -21.37 -0.70 1.18 - 3.80 17.60% -0.07

Epoch Net Return -13.39 -22.16 -21.73 -1.13 0.75 - 3.36

MSCI EAFE (Net) -14.51 -19.57 -17.77 1.07 2.20 - 4.45 17.76% 0.03 -0.43 -1.69 0.96 0.95

NON-U.S. QUALITY 
CAPITAL REINVESTMENT
Inception date: 12/31/2019

Epoch Gross Return -16.72 -25.13 -23.62 - - - 3.14 - -

Epoch Net Return -16.82 -25.30 -23.96 - - - 2.70

MSCI ACWI ex-USA (Net) -13.73 -18.42 -19.42 - - - -1.08 17.22% 0.04 - - - -

GLOBAL & INTERNATIONAL 
STRATEGIES IN USD

Annualized Returns Statistics — Three Year
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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 select-
ing 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
CREATION 
DATE

CURRENT 
BENCHMARK COMPOSITE DESCRIPTION

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

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 below-
average portfolio volatility.

U.S. All Cap 
Value

June 2004 Russell 3000; 
Russell 3000 
Value

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 
Quality Value

June 2004 Russell 2000 
Value

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 
Quality Value

September 
2006

Russell 2500 
Value

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 May 2005 Russell 3000 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

July 2012 Russell 1000 
Value

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

December 
2017

Russell 3000 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 March 
2012

MSCI All 
Country World 
(Net)

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

June 2013 MSCI World 
Index (Net)

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

December 
2017

MSCI 
Emerging 
Markets (Net)

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

January 
2017

MSCI EAFE 
Index (Net)

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

December 
2019

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

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. 

Global Equity  
Shareholder 
Yield

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. 

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 distribu-
tion. 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 (beta-
adjusted) 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 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 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 March 31, 
2022 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.


