UNIFY FAITH & FINANCE AND ADVANCE YOUR MISSION

CBIS & Catholic
Responsible Investing
Summary
Leaders of Catholic institutions believe in the importance of
mission. The organizations they lead inspire people to create a
world that protects and promotes the God-given dignity and
worth of every person. The services they provide, including
pastoral guidance, education, healthcare, and charitable services
rely in part on financial resources. Ensuring those resources are
invested wisely is a critical component of pursuing their mission
and achieving their goals.
Catholic institutions have the opportunity to align their investments with their
missions not only to produce returns to fund their good works, but to reflect in
the investments themselves the ethical and social beliefs of the Church. The fact is,
people connected with Catholic organizations, from staff, trustees, or donors, to the
people they serve — students, patients, parishioners, or those in need — want those
institutions they are part of to passionately embrace Catholic beliefs in every
way possible.
In recent years, many religious and secular organizations have chosen to practice
socially responsible investing (SRI), that is, selecting investments based not merely
on their potential financial return, but also on how well they align with the
organization’s beliefs.

n
Christian Brothers Investment Services, Inc. 
info@cbisonline.com

“From everyone who
has been given much,
much will be required;
and to whom they
entrusted much, of him
they will ask all the
more.”

(LUKE 12:48)

PAGE

1

CBIS & Catholic Responsible Investing

DECEMBER 2015

This is an important and appropriate step for many
mission-driven organizations. However, Catholic institutions
have an opportunity — and a responsibility — to aim
even higher.
WHAT IS CATHOLIC RESPONSIBLE INVESTING?

Catholic Responsible Investing (CRI) is an investment strategy
designed specifically to help Catholic institutions pursue their
missions by providing sound financial returns while remaining
faithful to the teachings of the Church. Specifically, CRI
includes:
}} Catholic Investment Screening
}} Active Ownership
}} Diversified Asset Management
Catholic Responsible Investing extends a faith-based
mission to encompass the management of an investment
portfolio — allowing the two to work in harmony. Too
often, investments are viewed separately from the rest of the
organization, solely as a means of funding activities. CRI is
a powerful management process that allows an organization
to express its Catholic beliefs through its investments and
thereby advance its mission. A socially responsible investing
program can best be evaluated in two ways:
1) portfolio performance (financial return) and 2) the ability to
generate ethical and social returns. By targeting both financial
return and social return, CRI helps fiduciaries establish a
broad vision for an organization’s mission and demonstrate
that all aspects of the organization can be integrated into it.

SEVERAL FACTORS FEED INTO THE DEVELOPMENT OF OUR
CRI STRATEGY:

1) Church Teaching – Catholic ethical and social teaching
is the basis of all of our work. The following Catholic
principles guide our strategy:
a. Human Dignity
Dignity is the state of being worthy and honored. Human
dignity is a gift from God; humans having been created in
God’s image and likeness. Dignity is equal in every person
before God; therefore, it is equal in all people before one
another. This is the foundation for all social teachings of the
Church and the basis for all human rights. Human rights are
defended in order to protect the dignity of the human person.
To only defend some human rights or the rights of some people
would be a crime against the nature of who we are, created and
instilled by God. Abortion, contraception, human trafficking,
pornography, and violence are all violations of the universal,
inviolable, and inalienable rights set forth in Pope John Paul
II’s encyclical Centesimus Annus.
b. Economic Justice
The moral measure of any economy is how the weakest are
faring. Economic justice entails guarding the rights of all to
share in the earthly goods required to fulfill their human
potential within the limits of the common good. Success is
determined not by the sum total of wealth, but on the just
allocation of wealth and goods with special attention for the
needs of the poor and vulnerable. This includes issues such
as worker’s rights (e.g. safe working conditions, fair wages);

CRI STRATEGY DEVELOPMENT PROCESS
Several factors feed into the development of our CRI strategy: Church teaching is the basis of all of our work. We conduct a broad range of research,
analysis and outreach activities, and we consider the financial impact of our efforts.

CHURCH TEACHING

RESEARCH
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CATHOLIC RESPONSIBLE
INVESTINGSM

FINANCIAL IMPACT
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access to material goods including food, medicine, and shelter;
and non-discrimination. Additionally, a business’s duty is not
solely to maximize profits but also to seek to contribute to the
common good and to do so via moral means. (For example, a
company that produces landmines that commits to improving
safety standards at its factories is employing moral means, but
not for a noble purpose; conversely, a company seeking a cure
for cancer using human embryonic stem cells is pursuing a
noble purpose but not via moral means.)
PRINCIPLES UNDERLYING CBIS’ APPROACH TO CRI

HUMAN
DIGNITY

ECONOMIC
JUSTICE

ENVIRONMENTAL
STEWARDSHIP

Human beings are
created in God’s image;
human life is sacred, and
the dignity of all must be
protected

The moral measure of
any economy is how the
weakest are faring; a
fundamental concern for
investors and corporate
executives must be the
impact of their actions
on the well being of
people, particularly the
poor and vulnerable

We are stewards of
God’s creation; it is our
responsibility to nurture,
respect, preserve, and
protect the planet as a
resource for all, including
future generations

c. Environmental Stewardship
The environment is a gift given to us by God. God entrusts
humans with dominion over the earth and charges them
to cultivate and care for it. The Church teaches us that the
environment is neither a mere object to be manipulated and
exploited nor is it to be absolutized or elevated above human
dignity. Furthermore, just as the environment is inherited
from past generations, so too it is passed along to future
generations. In order to respect the dignity present equally in
all persons, we must not focus solely on immediate needs but
also on those of future generations. Therefore, issues such as
water sustainability, climate, pollution, and deforestation are
all integral to our role as faithful stewards of the environment.
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2) Research – we conduct a broad range of research,
analysis and outreach activities based on:
a. Third party resources – including in-depth reviews of
corporations and their activities.
b. Surveys and discussions with Catholic organizations – we
incorporate the consensus views of our participants. Their
preferences and priorities help direct how we develop
investment screens and on what issues we focus our active
ownership work.
c. Engagement with boards and corporate management —
we engage with companies in our portfolio, providing both
a business case and ethical imperative for our concerns and
suggest ways the company can address them.
d. Outreach to the SRI Network – we consider as input the
activities and emerging issues being addressed by the
socially responsible investing community globally; we seek
to influence their agendas, collaborate on common issues
and share best practices.
3) Financial Impact – we assess and monitor the potential
impact on investment performance for both our
screening and active ownership efforts:
With screening, before adding or modifying our screens, we
conduct back-testing and discuss investment strategies with
our sub-advisors; with active ownership, we consider the
potential impact on corporate responsibility and shareholder
value when planning our efforts. A negative impact on
returns does not preclude CBIS from screening out particular
companies or sectors or from pushing companies to adopt
more responsible policies. Examining the possible range of
impact enables CBIS to make better-informed decisions.
IN KEEPING WITH CATHOLIC TEACHINGS AND BELIEFS

In a world that surely needs moral leadership at least as much
as financial expertise, the Catholic Church has provided
guidance for institutions and individuals about investments
within the context of broader societal issues. Investment
strategies can be aimed at avoiding harm, raising corporate
awareness and cooperation, and promoting the common good
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through corporate policies and community development.
Catholic organizations are called on to become more involved
in monitoring the behavior of companies on an ongoing basis
and taking action when warranted.

“Individual Christians who are shareholders and
those responsible within church institutions that
own stocks in U.S. corporations must see to it that
the invested funds are used responsibly. Although
it is a moral and legal fiduciary responsibility of the
trustees to ensure an adequate return on investment
for the support of the work of the church, their
stewardship embraces broader moral concerns. As
part owners, they must cooperate in shaping the

DECEMBER 2015

CBIS’ APPROACH TO CATHOLIC RESPONSIBLE INVESTING

Leveraging our CRI strategy, the three components of CBIS’
Catholic Responsible Investing program blend core Church
teaching with a disciplined, diversified investment process
aimed at delivering competitive, risk-adjusted returns
over time.
1) Catholic Investment Screening
Catholic Investment Screening helps Catholic institutions
avoid benefiting from company activities that violate
Church teachings.
CBIS recognizes the priority concerns of Catholic institutions
and applies a detailed understanding of Catholic moral
theology to identify products and activities that cause
companies to be excluded from investment portfolios.
These are:

management, through votes at corporate meetings,

}} Activities that violate Catholic life ethics including
abortion, contraception, and embryonic stem cell
research

through the introduction of resolutions and through

}} The production of pornographic materials

participation in investment decisions.”

}} The production of landmines or firearms

ECONOMIC JUSTICE FOR ALL, 354, 1986.

}} The production of nuclear or conventional weapons

policies of those companies through dialogue with

It is a core principle of Catholic social teaching that the economy
exists for the person, and not the person for the economy. In
his first Apostolic Exhortation, Evangelii Gaudium (The Joy
of the Gospel), Pope Francis included comments on economic
realities and social imperatives:
“[There is] a profound human crisis: the denial of the primacy
of the human person! We have created new idols. The worship of
the ancient golden calf (cf. Ex 32:1-35) has returned in a new and
ruthless guise in the idolatry of money and the dictatorship of an
impersonal economy lacking a truly human purpose.”
The Pope observed that there is “an economy of exclusion
and inequality” where the focus on profits overshadows
concerns about the marginalized and the downtrodden. This
underscores the need for Catholic institutions to have a broad
view of investing that considers how investments are made,
investment returns, and the impact of those investments on
the common good.
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}} The production of cigarettes and other tobacco
products
We conduct in-depth reviews of companies’ activities to
determine their suitability for Catholic investors. Our
evaluation leverages a bottom-up approach — our team uses
third-party and original research spanning all global markets
to monitor companies’ products and services.
The screening process is dynamic and involves constant
monitoring. The universe of all developed and emerging
market publicly traded companies is evaluated on an ongoing
basis. Only those companies that pass our Catholic investment
screens are eligible for investment by our managers. We audit
compliance with our screens on a daily basis.
CBIS’ approach to Catholic screening sets us apart in our
ability to help ensure the integrity of Catholic institutions’
investments.
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INVESTMENT SCREENING OVERLAY

x



Manager’s Unscreened 		
portfolio





+

Remove restricted companies:
Life Ethics, Violence, Tobacco,
and Pornography



Screens are generally a small
portion of benchmark weight



2) Active Ownership
Truly responsible investing is more than screens alone - in
keeping with Catholic teaching, we take an active approach
to ownership, working on behalf of investors to encourage
companies to improve their policies and practices. We
believe that shareholder advocacy is an essential aspect of our
fiduciary duty and can help employees, local communities,
and the environment, and can potentially reduce investment
risk and improve shareholder value. In addition to filing
shareholder resolutions and voting proxies, we engage in longterm dialogue with companies to advise them and hold them
accountable as responsible corporate citizens whose activities
have global impacts.

Managers substitute comparable 		
companies for screened companies 		
and/or



CBIS CRI Portfolio

Reweight across unrestricted names

We evaluate company actions and commitments, plus monitor
their environmental and social performance through:
}} Leveraging expertise from environmental and
human rights organizations
}} Analyzing investment research and corporate social
responsibility reports
}} Consulting with thought-leaders in Catholic social
teaching worldwide
}} Conducting site visits of corporate operations for
on-the-ground assessment
}} Discussions with national and international SRI
firms, pension funds and faith-based investor groups

We work with dozens of companies on a variety of issues that
are crucial to Catholic investors. These issues build on those we
cover through our screening process.

CBIS ACTIVE OWNERSHIP PROGRAM INPUTS
CBIS leverages numerous inputs in crafting its dynamic, ongoing active ownership program. The overall goal is long-term, positive change in the performance of
companies in our portfolios; we seek to bring about systemic change that improves the lives of communities and individuals, particularly the poor.

CRI

INVESTOR
NETWORKS

RESEARCH
PROVIDERS

WORKING FOR POSITIVE CHANGE
CORPORATE
RESPONSIBILITY
REPORTS

SITE VISITS
FAITH-BASED
ORGANIZATIONS
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NON-PROFIT
GROUPS

GOVERNMENT
AGENCIES
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}} Reports by non-profit organizations, community
groups and consumer watchdog groups
}} Interaction with industry trade associations
}} Outreach to government agencies
All of these inputs are used to assess corporate performance
on all of our key issues. We look for companies to demonstrate
that they are implementing policies that reflect Church
teaching and that such policies are thorough and substantive.
We ask companies to provide detail as to the steps they are
taking, the priorities they have established, the accountability
mechanisms that have been developed, and the benchmarks
and metrics they have created to evaluate their performance.

“All economic life should be shaped by moral
principles. Economic choices and institutions must
be judged by how they protect or undermine the
life and dignity of the human person, support the
family and serve the common good.”
SOURCE: USCCB SOCIALLY RESPONSIBLE INVESTING GUIDELINES, 2003.

We believe Active Ownership is the most effective way to
raise awareness and change perceptions in the management
suites and boardrooms of national and multinational
companies. This in turn can help change corporate behavior
so that companies support human dignity, contribute to the
preservation of God’s creation and to the common good.

DECEMBER 2015

3) Diversified Asset Management
At CBIS, we take a manager of managers approach to deliver a
broadly diversified and disciplined set of portfolios for Catholic
investors. We hire institutional asset managers and ensure
their strategies are compatible with our Catholic investment
screens. We offer a variety of options to access our strategies,
including institutional pooled funds and separate accounts,
with investments in equity, fixed income, and alternatives.
By pooling our participants’ investment assets, we are able to
work with top managers and achieve economies of scale.
Through ongoing monitoring, we oversee our asset managers’
choices to ensure they achieve both competitive financial
returns and continue to support investors’ Catholic beliefs.
We believe and have demonstrated that it’s possible to invest in
accordance with Catholic values and earn competitive returns.
CBIS CAN HELP CATHOLIC INSTITUTIONS MATCH THEIR
MISSION WITH MORAL INVESTMENT CHOICES.

CBIS was created to offer Catholic institutions a way to meet
their financial needs in a uniquely Catholic way. For more
than 30 years, leaders of Catholic institutions have relied
on CBIS and Catholic Responsible Investing to help them
choose investments based on the moral imperatives that guide
the Catholic faith — life, dignity, family, and the common
good — and produce competitive, risk-adjusted investment
performance over time. Creating and maintaining a competent
socially responsible investment initiative is a complicated
process. CRI offers a comprehensive approach that combines
Church teaching, research and an assessment of financial
impact to help fulfill the needs of Catholic organizations.
By incorporating their faith into their investment strategy,
Catholic institutions are able to pursue their mission more
broadly and increase the positive impacts they have on
people’s lives.

Important Information

The CUIT Funds are exempt from registration with the Securities and Exchange Commission and therefore are exempt from regulatory requirements applicable to registered mutual funds. All
performance (including that of the comparative indices) is reported net of any fees and expenses, but inclusive of dividends and interest. Past performance is not indicative of future performance.
The return and principal value of the Fund(s) will fluctuate and, upon redemption, shares in the Fund(s) may be worth less than their original cost. Complete information regarding each of the
Funds, including certain restrictions regarding redemptions, is contained in disclosure documents which can be obtained by calling 800-592-8890. Shares in the CUIT Funds are offered exclusively
through CBIS Financial Services, Inc., a broker-dealer subsidiary of CBIS. This is for informational purposes only and does not constitute an offer to sell any investment. The Funds are not available
for sale in all jurisdictions. Where available for sale, an offer will only be made through the prospectus for the Funds, and the Funds may only be sold in compliance with all applicable country
and local laws and regulations.
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• Not a Deposit or Other Obligation of, or Guaranteed by, the Bank or Any Bank Affiliate
• Subject to Investment Risks, Including Possible Loss of Principal Amount Invested
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Modern responsible investment

Modern responsible investment strategies help clients align portfolios with
their values, integrate Environmental, Social, and Governance (ESG) factors
into the investment management process, and include robust engagement
capabilities to achieve impact. We refer to this as Social Impact Investing.
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Three key elements of Social Impact Investing

ESG
Integration

Impact

Alignment

Materiality

Engagement

Exclusions
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ESG integration considers stakeholder relationships

ESG Integration
Companies that are mindful of strong environmental, social and
governance practices could offer greater long-term financial value.
The focus is on materiality.

5

Evaluation of Materiality of Sustainability Issues in Each Industry
SASB’s research process starts with a broad universe of sustainability issues
Environment

Social Capital

• GHG Emissions

• Human Rights &
Community Relations

• Air Quality

Environment

• Energy Management

Social
Capital

• Data Security

• Water & Wastewater
Management
• Waste & Hazardous
Materials Management
• Ecological Impacts

Leadership &
Governance

• Customer Privacy
• Access & Affordability

UNIVERSE OF
SUSTAINABILITY
Leadership &
ISSUES
Governance

• Product Quality & Safety
Human
Capital

Business Model
& Innovation

• Customer Welfare
• Selling Practices &
Product Labeling

Human Capital

• Business Ethics

• Labor Practices

• Competitive Behavior

• Employee Health &
Safety

• Management of the Legal &
Regulatory Environment

• Product Design & Lifecycle Management

• Critical Incident Risk
Management

• Business Model Resilience

• Systemic Risk Management

• Supply Chain Management
• Materials Sourcing & Efficiency
• Physical Impacts of Climate Change

Slide used with permission.

• Employee Engagement,
Diversity & Inclusion

Impact – capital markets, corporations, and society

Impact
Use market forces and investments to help create change and longterm sustainable living for society at large. In public markets this is
accomplished mainly through engagement.
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Dialogue with firms on environmental, social, and governance issues

Proxy voting – Disclosure – Shareholder Engagement
Sustainability Accounting Standards
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Engagement Topics – Sustainable Development Goals

Source: Chart used with permission. Courtesy of United Nations Sustainability Development Goals.
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Alignment with client values

Alignment
Values are important, so investment actions should be aligned with
personal or organizational values. This is accomplished mainly
through exclusions.
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Exclusions for faith-based strategies

• Tobacco
• Alcohol
• Weapons manufacturing
• Coal
• Gambling
• Adult entertainment
• Abortion
• Contraceptive manufacturing
• Embryonic stem cells
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Social Impact Investing (SII) overview
SII strategies offered in 3 asset classes
• U.S. Large Cap Equity
• Public Real Estate Investment Trusts (REITs)
• Investment Grade Fixed Income (Taxable and Tax-Advantaged)

Consistent investment approach

Actively
managed to
traditional
benchmarks

Exclusions to
align the
portfolio to
client values

ESG analysis
integrated for
a more
complete risk
assessment

Risk-managed
using
optimization*
and other
tools

* Optimization is a common tool used by portfolio managers to manage portfolio risk and sources of volatility (e.g. , tracking error).
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Social Impact Investment portfolio characteristics
SII Equity

SII Fixed Income

 Large capitalization equity

 Investment grade fixed

 Benchmark:
 S&P 500
 Investment Parameters
• Min. market cap of $2 billion
• Min. initial position of 1%
• Max. position of 8%
• Eligible securities: common
stocks, ADRs (max 15%) and
money market funds
• Sector diversified, except
where alignment prohibits
• Annual portfolio turnover
range 25-50% (could vary
significantly from year to
year)

income
 Benchmarks:
 Taxable mandates:
Bloomberg Barclays
Intermediate
Gov’t/Credit
 Tax-Adv. mandates:
Bloomberg Barclays 115 Year Muni Blend
 Investment Parameters
 Investment grade
securities
 Min. portfolio credit
quality of of BBB- from
S&P and Baa3 from
Moody’s
 Duration range:
Taxable 3-5 years,
Tax-Adv. 3.75-6.5 years

Wells Fargo & Company and its affiliates do not provide legal or tax advice. Please consult your tax and legal advisors to determine
how this general information may apply to your own specific situation.
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SII equity investment process

Investment Universe

Empirical
Research Equity
Universe
(~800 companies)

SII Portfolio Construction
Quantitative
Screening

Fundamental
Analysis
Growth at a
Reasonable Price

Narrow universe to
what we see as the
most attractive
names

Bottoms up analysis
Evaluate company
moat

Alignment
Determine if name
meets inclusion
standards

Conduct valuation
analysis

Analyze financial
statements

Engage with
management team

SII Equity Portfolio

ESG Analysis
Perform detailed
analysis of industryrelated ESG factors
Evaluate corporate
governance structure
Link material ESG
factors to
fundamental drivers
(e.g., sales, profits)

Diversified core equity
portfolio benchmarked
to S&P 500
Includes
companies with strong
ESG characteristics
Portfolio aligned to client
values
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SII taxable fixed income investment process

Investment Universe

Bloomberg
Barclays
Intermediate
Government/
Credit Index

SII Portfolio Construction

Wells Fargo Wealth
Management’s Fixed
Income Strategies
Team (FIST)

Wells Fargo Wealth
Management’s Fixed
Income Strategies
Team (FIST)

TOP DOWN
ANALYSIS

BOTTOM UP
ANALYSIS

Macroeconomic

Sector

Interest Rate

Security

Yield Curve

Credit

Wells Fargo Wealth
Management’s
SII Team

SII Taxable Fixed Income
Portfolio

Diversified investment
grade fixed income
portfolio

ESG
ANALYSIS

Includes issuers with
strong ESG
characteristics

Environmental

Portfolio aligned to
client values

Social
Governance

21

Catholic Values
Conservative Christian Values
Faith-Based Equity Strategy
Faith-Based Fixed Income Strategy
Faith-Based REIT Strategy
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SII Faith-Based Equity Strategy
Investor Profile
• Socially conscious investors
• Catholic and Conservative Christian investors who wish to invest according to the teachings of their faith
• Investors who are pro‐life and want to incorporate restrictions on companies regarding life ethics issues
• Traditional socially responsible investors who want to exclude companies that generate revenues from products
and services considered morally or ethically questionable
• Investors who want to own companies that the SII team believes are best in class based on environmental, social,
and governance (ESG) performance
Investment Objective
The strategy seeks to outperform the S&P 500 over a full market cycle while maintaining a comparable risk profile.
Investment Style
The SII Faith Based Equity Strategy is a U.S. large cap equity portfolio that employs a ‘Growth at a Reasonable Price’
style. The SII investment team uses a disciplined approach that seeks to identify companies with strong free cash flow
generation, improving margins, consistency of earnings, and high returns on capital that are trading at reasonable
valuations. The SII team evaluates a company’s exposure and performance related to ‘industry relevant’
environmental, social, and governance factors, including the strength of its management team and board of directors.
The strategy seeks to avoid investing in companies that have issues related to life ethics such as abortion and the use
of human embryonic stem cell research. The strategy also seeks to avoid investing in companies with significant
revenue from the production of tobacco, alcohol, gambling, adult entertainment, and weapons manufacturing. In
aligning the portfolio, the SII team follows the United States Conference of Catholic Bishops guidelines for
responsible investing and also considers recent papal guidance on sustainability as written in the Pope’s Encyclical
Letter, “Laudato Si of the Holy Father Francis.” The portfolios are Separately Managed Accounts and can be
customized to align to religious-focused investor preferences.
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SII Faith-Based Taxable Fixed Income Strategy
Investor Profile
• Socially conscious investors
• Investors who seek an investment grade intermediate fixed income portfolio
• Catholic and Conservative Christian investors who wish to invest according to the teachings of their faith
• Investors who are pro‐life and want to incorporate restrictions on companies regarding life ethics issues
• Traditional socially responsible investors who want to exclude issuers that generate revenues from products and
services considered morally or ethically questionable
• Investors who want environmental, social, and governance (ESG) analysis to be a component of the investment
decision-making process
Investment Objective
The strategy seeks to maintain the risk and return profile of the Bloomberg Barclays Intermediate
Government/Credit Index.
Investment Style
The SII Faith Based Taxable Fixed Income strategy is actively managed and applies the strategy decisions of Wells
Fargo Wealth Management’s Fixed Income Strategies Team (FIST) including top-down macroeconomic, interest rate,
and yield curve evaluations and bottom-up sector, security, and credit analysis. The SII team incorporates
environmental, social, and governance (ESG) analysis in the investment decision making process. The SII Taxable
portfolios consist of bonds with effective maturities of 10 years or less and the portfolios use a range of investment
grade securities. The strategy seeks to avoid investing in companies that have issues related to life ethics such as
abortion and the use of human embryonic stem cell research. The strategy also seeks to avoid investing in companies
with significant revenue from the production of tobacco, alcohol, gambling, adult entertainment, and weapons
manufacturing. In aligning the portfolio, the SII team follows the United States Conference of Catholic Bishops
guidelines for responsible investing and also considers recent papal guidance on sustainability as written in the Pope’s
Encyclical Letter, “Laudato Si of the Holy Father Francis.” The portfolios are Separately Managed Accounts and can be
customized to align to religious-focused investor preferences.
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Disclosures
RISK CONSIDERATIONS
All investing involves some degree of risk, whether it is associated with market volatility, purchasing power or a specific security. There is no assurance any investment strategy
will be successful. Asset allocation does not guarantee a profit or protect against loss
Sustainable investing focuses on companies that demonstrate adherence to environmental, social and corporate governance principles, among other values. There is no
assurance that social impact investing can be an effective strategy under all market conditions. Different investment styles tend to shift in and out of favor. In addition, a
strategy's social policy could cause it to forgo opportunities to gain exposure to certain industries, companies, sectors or regions of the economy which could cause it to
underperform similar portfolios that do not have social policy.
Equity Securities: Equity securities are subject to market risk which means their value may fluctuate in response to general economic and market conditions, the prospects of
individual companies, and industry sectors. Investments in equity securities are generally more volatile than other types of securities. There is no guarantee that dividend-paying
stocks will return more than the overall stock market. Dividends are not guaranteed and are subject to change or elimination.
Fixed Income: Investments in fixed-income securities are subject to market, interest rate, credit and other risks. Bond prices fluctuate inversely to changes in interest rates.
Therefore, a general rise in interest rates can result in the decline in the bond’s price. Credit risk is the risk that an issuer will default on payments of interest and/or principal. This
risk is heightened in lower rated bonds. If sold prior to maturity, fixed income securities are subject to market risk. All fixed income investments may be worth less than their
original cost upon redemption or maturity. Income from municipal securities is generally free from federal taxes and state taxes for residents of the issuing state. While the
interest income is tax-free, capital gains, if any, will be subject to taxes. Income for some investors may be subject to the federal Alternative Minimum Tax (AMT).
Real Estate: Real estate investments have special risks, including possible illiquidity of the underlying properties, credit risk, interest rate fluctuations, and the impact of varied
economic conditions.
American Depository Receipts: Although ADRs are U.S. dollar denominated securities and pay dividends in U.S. dollars, they do not eliminate the currency risk associated with an
investment in a non-U.S. company. Consequently, when the exchange rate between the foreign currency and the dollar changes, it can increase or decrease the investments'
return to the ADR holder. If the home currency is devalued, this can result in a loss to the ADR holder, even if the company had been performing well. Since ADR prices have a
direct correlation to share prices, adverse socio-economic and political trends in the issuer’s country, which have a negative impact on the company’s local stock price, affect its
ADR price in the same way.
Investment strategies that are concentrated in a specific sector or style may be subject to a higher degree of market risk than investments that are more diversified.
Portfolio holdings are subject to change without notice. The mention of specific securities is not a recommendation or solicitation for any person to buy, sell, or hold any particular
security. The information is as of the date noted above, and will vary over time. Current and future holdings of the portfolio are subject to risk.
GENERAL DISCLOSURES
Wells Fargo Wealth Management provides products and services through Wells Fargo Bank, N.A. and its various affiliates and subsidiaries. Wells Fargo Bank, N.A. is a bank affiliate
of Wells Fargo & Company.
Wells Fargo Bank, N.A. offers various advisory and fiduciary products and services including discretionary portfolio management. Wells Fargo affiliates, including Financial
Advisors of Wells Fargo Advisors, a separate non-bank affiliate, may be paid an ongoing or one-time referral fee in relation to clients referred to the bank. The bank is
responsible for the day-to-day management of the account and for providing investment advice, investment management services and wealth management services to
clients. The role of the Financial Advisor with respect to Bank products and services is limited to referral and relationship management services.
Brokerage services are offered through Wells Fargo Advisors. Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial
Network, LLC, Members SIPC, separate registered broker-dealers and non-bank affiliates of Wells Fargo & Company.
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Disclosures
Advisory accounts are not designed for excessively traded or inactive accounts and may not be suitable for all investors. Please carefully review the Wells Fargo Advisors advisory
disclosure document for a full description of our services, including fees and expenses. The minimum account size for this strategy is $50,000.
General Definitions
•

Duration: Duration is stated in years and can be used to measure the sensitivity of a bond's price to a change in interest rates.

Benchmark Definitions
An index is unmanaged and available for direct investment.
•

S&P 500 Index: The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market value weighted index with each
stock's weight in the Index proportionate to its market value.

•

Bloomberg Barclays U.S. Intermediate Government/Credit Bond Index: The Bloomberg Barclays U.S. Intermediate Government/Credit Bond Index is the intermediate
component of the Bloomberg Barclays U.S. Government/Credit Index which is generally representative of government and investment grade corporate debt securities.

•

Bloomberg Barclays 1-15 Year Municipal Bond Index consists of a broad selection of investment grade general obligation and revenue bonds of maturities ranging from one
year to 17 years. It is representative of the tax-exempt bond market.

•

The FTSE Nareit All Equity REITs Index is a free-float adjusted, market capitalization-weighted index of U.S. equity REITs. Constituents of the index include all tax-qualified
REITs with more than 50 percent of total assets in qualifying real estate assets other than mortgages secured by real property.

Credit Rating Definitions
Bond ratings, issued by private independent ratings services, are a grade given to bonds which is designed to indicate the credit quality of the bond. Bonds rated Aaa through Baa3
by Moody’s and AAA through BBB- by S&P, are typically considered to be investment grade. Investors should note that these ratings are subject to change and that an investment
grade rating does not insure the bond against default or guarantee the return of principal.

Explanation of Moody’s Investor Service (“Moody’s”), Standard & Poor’s (“S&P”), and Fitch’s Rating (“Fitch”) rating scales:
Credit Quality
Moody’s
S&P/Fitch
Prime
Aaa
AAA
Excellent
Aa
AA
Upper Medium
A
A
Lower Medium
Baa
BBB
Speculative
Ba
BB
Very Speculative
B, Caa
B,CCC,C
Default
Ca,C
D
The broad credit rating groupings may be further segmented (1,2,3 for Moody’s and +,- for S&P/Fitch) to represent gradations within the grouping. Ratings of Baa2/BBB- or
higher are considered “investment grade”.
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