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D
ioceses, parishes and organizations across The Episcopal Church are
called to manage their resources wisely and ethically so that the Church
can do God’s work now and in the future.
The Church Investment Group (CIG) believes that what investors

call an Environmental, Social and Governance (ESG) approach to
investing can play a fundamental role in Episcopal Church investments because
it allows Episcopal endowments to achieve competitive investment returns while
at the same time providing a framework for ethical investment decisions. 
Ethical investing in the United States traces its history to the 1700s when the

Quaker Philadelphia Yearly Meeting prohibited its members from buying or
selling slaves. Starting in the 1920s, mutual funds were created which screened
out investments like tobacco stocks. These screened investments came to be
referred to under the heading Socially Responsible Investing or “SRI.” By the
2000s, investors seeking both to invest with solid corporate citizens and to
achieve strong returns began analyzing domestic and international companies
using Environmental, Social and Governance (ESG) factors.
The ESG investment approach addresses a broad range of ethical investing

considerations. Environmental factors include carbon emissions, energy efficien-
cy, water usage and stress, and toxic waste. Social considerations include the health
and safety of workers, product safety, privacy and data security, and supply chain
labor standards. Governance factors include business ethics and anti-corruption
practices, corporate diversity and corporate transparency and disclosure.
Companies like MSCI, a US provider of stock market indices and equity

portfolio analysis tools, have developed rating systems which consider all of
these ESG factors. Companies are ranked from high performers with “AAA”
ratings to low performers with “CCC” ratings (comparable to bond ratings).
CIG looks to invest in companies with Double B or higher ratings.
Studies compiled by Deutsche Bank and the University of Oxford, among

others, have illustrated that incorporating ESG factors into investment analy-
sis generates investment performance that is both competitive with the mar-
ket and increases awareness of potential investment risks. Investment commit-
tees have a fiduciary duty to generate the best possible returns for their
endowments consistent with appropriate levels of risk, and ESG can help ful-
fill this responsibility. 
For these reasons, the Church Investment Group is introducing ESG analyt-

ics into its investment portfolios to align investments with Episcopal values.
CIG, a non-profit 501(c)(3) corporation, was founded with the support of four-
teen dioceses led by the Diocese of New York. Our mission is to offer the
opportunity for Episcopal organizations to join together in shared faith and val-
ues to realize the benefits of scale in investing.  We work exclusively for The
Episcopal Church.

Through an alliance of Episcopal endowments, CIG provides the full- time
professional management of Hirtle, Callaghan and Co., which pioneered the
concept of an outsourced chief investment officer. Working with Hirtle
Callaghan, CIG is able to offer clients sophisticated experience in all assets class-
es and aggregate purchasing power to lower investment fees.  Because Hirtle
Callaghan is independently owned and has no affiliations with investment com-

panies, they provide CIG and its
clients with conflict-free invest-
ing.
Employing Hirtle Callaghan,

CIG now manages investments
for both larger entities such as
the Diocese of New York and
the Diocese of Atlanta Diocesan
Investment Trust, and smaller
endowments like the College
for Bishops and the Society of
St. Francis. By aggregating
these assets, each of these
Episcopal endowments benefits
from full time investment man-
agement and progressively
lower fees.
The issue of climate change

offers an example of how ESG
analysis might be brought to bear on a difficult ethical issue. ESG investors
begin by acknowledging that every corporation and industry has a carbon foot-
print. They then focus on investing in companies, across all industries, which are
reducing their consumption of energy as well assessing and seeking to reduce
that carbon footprint. Energy efficiency represents an important solution for
addressing and reducing global energy demand. 
As of the beginning of 2014, $6.2 trillion of US-based investment assets

applied various ESG criteria to their portfolios, up from $3.5 trillion in 2012. In
July, CIG will begin offering the ESG approach to its global equities option, and
we are looking to expand ESG to a broader range of asset classes in the future.
Through this new initiative, church organizations have the opportunity to join
the positive ESG trend and pursue the best ways to make both healthy returns
for church organizations and ethical investment decisions. 

Barnett is a member of St. Mary’s Church, Tuxedo Park, was formerly chief of finance and
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