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ESG Issues Move Beyond the Investment Sphere,  
Further Emphasizing Their Importance
Prudent investing requires a thoughtful look at the business-related risks underlying any investment.  
While “risk” has traditionally focused on a number of economic and financial metrics, proactive risk 
management around environmental, social, and governance (ESG) issues is proving to be critical for 
successful business operations. 

In the past year, we have seen examples of how poor performance on social and governance issues 
has translated to reputational and regulatory risk for major tech companies.  Facebook, long seen as a 
governance pariah due to its dual class share structure allowing Mark Zuckerberg to control a majority 
of the voting rights with a minority of the economic interest, saw its stock price collapse 40% between 
July and December 2018, partially due to poor second quarter financial performance, but also resulting 
from a larger set of issues the company faces and will continue to face: Facebook users and investors 
have lost faith in the company’s ability to manage the profusion of privacy and content controversies 
that occur on a near-weekly basis.  Though Zuckerberg himself recently opined on the need for outside 
regulation of the Internet,1 one must question his conversion.  Is he trying to get ahead of inevitable 
regulatory action in the hopes of shaping it?  Maybe he believes government regulation could choke 
off future competition.  Perhaps he’s hoping to avoid the fate of others in his industry – namely Google, 
which has now paid fines to the European Union totaling $9.3 billion2 due to its advertising practices.  
These developments manifestly affect consumer perceptions of the business, as shown in the chart 
below.  Unsurprisingly, Facebook led the pack in reputational damage.  Elon Musk’s Twitter account clearly 
affected Tesla, while sexual discrimination/harassment issues took Nike down several points.

Brand Reputations That Took a Hit In 2019
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Similarly, environmental risks are not new phenomena to financial analysts but are heating up in an era 
of increased climate risk.  Indeed, the risks could even be said to be existential as they spread beyond 
shipwrecks and oil spills to changes in global climate.  A first attempt at quantifying the effects of CO

2
 

on global climate was made in 1896 by Swedish scientist Svante Arrhenius,3 and anthropomorphic 
climate change has been understood by scientists for decades,4 but the investment and economic risks 
of a warmer climate have only recently begun to be explored.  In the past year, both the Federal Reserve 
Bank of San Francisco and the Federal Reserve Bank of Richmond have published research regarding 
the deleterious effect climate change will have on the economy.  One US-based asset management firm, 
managing over $300 billion, went so far as to hire three climate scientists to review how global warming 
will affect its investment portfolios.5

In a March 2019 Economic Letter, the Federal Reserve Bank of San Francisco cited rising sea levels, 
more frequent storms, floods, droughts, and hotter temperatures as events that will directly affect 
the economy,6 and investigated how climate change relates “to the Fed’s goals of financial and 
macroeconomic stability.”  Similarly, in an August 2018 Economic Brief, the Richmond Fed cited evidence 
“that the consequence of higher temperatures on the US economy may be more widespread than 
previously thought,” and that “rising temperatures could reduce overall growth of US economic output 
by as much as one-third by 2100.”7  Bloomberg has summed up the pending crisis by stating, “in short, 
climate change is becoming relevant for a range of macroeconomic issues, including potential output 
growth, capital formation, productivity, and the long-run level of the real interest rate.”8  Bloomberg 
also notes that that European companies are better prepared for climate change impacts than their US 
competitors.9

California utility PG&E certainly understands the existential risks, having filed for bankruptcy in January 
2019 in anticipation of $30 billion in liabilities for two years of wildfires, including last year’s Camp Fire, 
recognized as the deadliest wildfire in California history.  PG&E’s bankruptcy is distinguished by two other 
superlatives, as well: it is the largest ever filed by a utility and the first to implicate climate change. 
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Echoing the San Francisco and Richmond Feds, the fourth National Climate Assessment – commissioned 
by the US government and released in November 2018 – underscores the extent to which climate 
events are now material business risks: “without substantial and sustained global mitigation and regional 
adaptation efforts, climate change is expected to cause growing losses to American infrastructure and 
property and impede the rate of economic growth over this century.”10  The report notes that continued 
emissions output, in particular, will cause “annual losses in some economic sectors … projected to reach 
hundreds of billions of dollars by the end of the century – more than the current gross domestic product 
(GDP) of many US states.”11

The 2018 Trends Report issued by the US Forum for Sustainable and Responsible Investment found that 
exposure to climate change and carbon has become nearly as high of a risk to institutional investors 
as investments in conflict countries such as Sudan or in tobacco.  The AUM managed by insurance 
companies that incorporate ESG criteria – climate and carbon exposure frequently being key themes 
– rose by 1,922% between 2010 and 2018, and specific fossil fuel divestment on behalf of institutional 
investors grew 372% between 2016 and 2018; since we know risk management is the foremost activity of 
insurance companies and institutional investors, it’s safe to say that for many of the most risk-averse asset 
managers, the writing is on the wall.

Even players in the oil industry are paying attention: in early April, Royal Dutch Shell announced they 
would leave the American Fuel and Petrochemical Manufacturers – an industry lobby group – over a 
“material misalignment” in climate policy.12  The announcement came just a week after reporting revealed 
the huge sums of money Shell and other large oil and gas companies spend on lobbying per year. On 
March 25th, Forbes noted that “every year, the world's five largest publicly owned oil and gas companies 
spend approximately $200 million on lobbying designed to control, 
delay or block binding climate-motivated policy.”13

What these reports don’t mention is that environmental risks are not 
limited to physical threats.  Regulatory risks abound as governments 
adopt policies to counter a warming planet.  Environmental risks 
also potentially endanger a company’s intangible value (image and 
branding), which has come to dominate many businesses’ overall value.  Consumers are seeking safer, 
healthier, and less wasteful products.  In 2017, 26% of consumers reported that “environmental and social 
concerns always / usually influence purchase decisions”14 and 48% of consumers reported prioritizing 
reducing their environmental impact when it came to food purchases.15  As consumers become more 
aware of the increase in climate events, they also more actively seek to reduce their impact on the 
environment, with implications for a range of companies.

The traditional barometers by which investment risk is measured have expanded by necessity, but the 
new threat of climate risk is intricately linked to more familiar forms of risk including reputational and 
regulatory risk.  As environmental issues like wildfires, and social and governance issues like data security 
and customer privacy continue to grab headlines and weigh on the minds of consumers, financial 
markets will see upheaval and consumers will become savvier, choosing to vote with their dollars by 
moving toward less impactful products and activities.  Saturna Capital’s analysts are committed to 
identifying trends, top performers, and solutions providers among industries, so that we can be sure our 
investments are well positioned for the long term, new normal.

For many of the most risk-
averse asset managers, the 
writing is on the wall.
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Saturna Sustainable Bond Fund

The Sustainable Bond Fund returned 3.68% for the 
first quarter of 2019, compared to 2.18% for the FTSE 
World BIG Bond Index.  Returns were driven by the 
recovery of our floating rate positions, as well as currency 
movements in the Fund’s favor in the Mexican peso, 
Canadian dollar, and New Zealand dollar.  We believe the 
Fund remains well positioned for our outlook of slower 
economic growth and potential credit volatility. 

March comments from the Federal Reserve indicated 
that they may nearly be finished with rate increases all 
together.  The Federal Open Market Committee (FOMC) 
kept the US interest rate range between 2.25%-2.50%, an 
abrupt halt to what had been five consecutive quarters 
of rate increases. 16  Fed Chairman Jerome Powell said, 
“It may be some time before the outlook for jobs and 
inflation calls clearly for a change in policy.”17  Additional 
comments were made from the Fed that although the 
US economy is in a good place, it’s slowing more than 
previously thought.  Tepid global growth has impacted 
the American economy, especially as Europe and China 
have seen some weakening.  As a result, inflation has 
been lower than the Fed’s target 2% with the personal 
consumption expenditures price index increasing only 
1.4% in January.  The implied probability of a rate cut by 
the Fed in early 2020 according to Bloomberg rose from 
27% to 74.4% over the quarter, highlighting the change 
in market assumptions.

The Treasury curve has change shape since the end of 
2018 with the 6M/10Y inverted as of March 29, 2019.  The 
short-end remained stable due to the anticipated halt 
to Fed rate increases, while the decline in the long-end 
reflects the low inflation and slower economic growth.  
Yield curve inversion typically implies late credit cycle 
characteristics whereby the FOMC pauses or becomes 
inclined to reduce interest rates to encourage economic 
activity.  While yield curve inversions have historically 

come before recessions or business cycle corrections, 
exact timing of a future correction is variable, with 
historical recessions occurring 10-19 months after an 
inversion. 

In the first quarter of 2019, the Fund took advantage of 
the long-end performance discussed above by adding 
duration in longer Treasury bonds.  The Treasury positions 
have provided a hedge as the yield curve continues to 
invert, and global growth slows.  In this scenario, the 
longer-end yields decline (meaning positive total return) 
and the Treasurys provide excellent exposure to the 
long-end without credit risk or price volatility related to 
widening corporate spreads.  The 2-year Treasury position 
remains stable given the current Fed policy and avoids 
the volatility in the belly of the curve.  

Continued on page 9

As of March 31, 2019

Top 10 Holdings Portfolio Weight

United States Treasury Bond 6.53%

Bank of Nova Scotia 4.83%

Lincoln National 4.44%

First Abu Dhabi Bank 4.19%

Koninklijke DSM NV 3.93%

Telus 3.86%

Iron Mountain 3.42%

Telecom Italia 3.41%

Mexico Bonos Desarrollo 3.40%

KFW 3.36%

Bond Quality Diversification

AAA 15.11%

AA 11.48%

A 12.95%

BBB 35.66%

BB 13.11%

B 3.42%

Not rated 3.41%

Cash and equivalents 4.86%

Credit ratings are the lesser of S&P Global Ratings or Moody’s Investors Service.  

If neither S&P nor Moody’s rate a particular security, that security is categorized 

as not rated (except for US Treasury securities and securities issued or backed 

by US agencies which inherit the credit rating for the US government).  Ratings 

range from AAA (highest) to D (lowest).  Bonds rated BBB or above are considered 

investment grade.  Credit ratings BB and below are lower-rated securities (junk 

bonds).  Ratings apply to the creditworthiness of the issuers of the underlying 

securities and not the Fund or its shares.  Ratings may be subject to change.
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Saturna Sustainable Equity Fund

The Saturna Sustainable Equity Fund appreciated 13.01% 
in the first quarter of the year, outpacing the S&P Global 
1200 Index, which gained 12.27% and the Morningstar 
World Stock Category, which was up by the same amount.  
That the Fund outperformed during the buoyant start of 
the year was gratifying, given the downside protection it 
also provided in the final quarter of 2018.

In The Hitchhiker’s Guide to the Galaxy by Douglas Adams, 
there is the planet Golgafrincham.  Members of the 
intelligentsia and upper classes concocted tales of the 
planet’s impending doom, allowing them to rid their 
world of one-third of the population they considered 
useless, such as marketing consultants and telephone 
sanitizers, by building three space arks.  Ark A held the 
leaders and scientists.  Ark C held people who made and 
did things, while Ark B held the “useless” population.  Ark 
B was sent off first, allowing the remaining two thirds of 
the people to stay on the planet and lead rich lives, until 
they were all wiped out by a virulent disease contracted 
from a dirty telephone.  What they needed was Ecolab, 
one of the first quarter top 10 contributors.  Ecolab scores 
well on ESG metrics, particularly in the Environmental 
and Social categories, and derives 35% of revenue from 
its Global Institutional business segment.  That business 
provides specialized cleaning and sanitizing products 
to the food service, hospitality, lodging, healthcare, 
government, education, and retail industries.  Ecolab’s 
Global Industrial segment accounts for 37% of the 
business, providing water treatment and processing 
applications, cleaning, and sanitizing solutions to 
customers within a variety of industries.  The remainder 
of Ecolab’s business focuses on energy, providing a range 
of process and water treatment offerings to enhance 
asset integrity, recovery rates, and environmental 
compliance.  Ecolab has produced annual Sustainability 
Reports since 2004 and publishes additional data 
detailing its environmental performance supplementary 
to the metrics provided in the Sustainability Reports.  
This data covers Ecolab’s performance in water and 
energy conservation, renewable energy, fuel use, emissions, 
and waste.  From a financial perspective, Ecolab has enjoyed 
accelerating earnings growth over the past two years, a trend 
that is expected to continue in 2019-2021.  The stock has been 
a steady performer for years but jumped in the first quarter on 
good results and positive guidance.

Aside from Ecolab, technology dominated the list of top 
contributors ranging from European companies Dassault 

and NXP Semiconductors to US leaders Adobe, Apple, 
Microsoft, and Mastercard.  Yes, in today’s e and m-commerce 
environment, we consider Mastercard a technology company, 
one that happens to offer payments solutions.  Evidence for 
the contention includes the announcement that the new 
Apple Card will be Mastercard branded and numberless. 
Rather than a number, each transaction will utilize a one-time 

Continued on page 9

As of March 31, 2019

10 Largest Contributors Return Contribution

Dassault Systemes ADR 26.71% 0.85

Adobe 17.79% 0.74

Mastercard, Class A 25.02% 0.70

Accenture, Class A 24.83% 0.57

Apple 20.94% 0.57

TJX Companies 19.40% 0.47

Microsoft 16.62% 0.43

Ecolab 20.12% 0.38

Koninklijke Philips 16.38% 0.37

NXP Semiconductors 20.94% 0.37

10 Largest Detractors Return Contribution

Hartalega Holdings -23.29% -0.50

Clicks Group ADR -5.84% -0.04

Siemens ADR -0.36% 0.00

Multichoice Group 27.18% 0.01

Walt Disney Company 1.26% 0.01

Barrick Gold 1.62% 0.01

Valeo 5.64% 0.03

Kimberly-Clark De Mexico, Class A 7.25% 0.03

LATAM Airlines Group 2.72% 0.03

Subaru ADR 4.22% 0.04

Top 10 Holdings Portfolio Weight

Adobe 4.70%

Dassault Systemes ADR 3.95%

Mastercard, Class A 3.42%

Apple 3.35%

Church & Dwight 3.02%

Microsoft 2.99%

Home Depot 2.88%

TJX Companies 2.82%

Accenture, Class A 2.80%

Unilever 2.78%
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Expense RatioA Morningstar Sustainability

Average Annual Total Returns (Before Taxes) 1 Year 3 Year Since InceptionB Gross Net Rating™

Sustainable Equity Fund (SEEFX) 5.31% ▲ 9.85% ▲ 5.61% ▲ 1.27% 0.75%

S&P Global 1200 Index 4.16% ▲ 11.57% ▲ 7.72% ▲ n/a Percent Rank in Category: 5

S&P 500 Index 9.50% ▲ 13.54% ▲ 10.02% ▲ n/a Among 732 World Large Stock Funds

Sustainable Bond Fund (SEBFX) 0.07% ▲ 2.24% ▲ 1.51% ▲ 0.77% 0.65%

FTSE WorldBIG Index -0.39% ▼ 1.45% ▲ 2.14% ▲ n/a

MSCI All Country World Index 3.24% ▲ 11.29% ▲ 7.27% ▲ n/a

Performance Summary  As of March 31, 2019

A By regulation, expense ratios shown are as stated in a Fund’s most recent 
prospectus or summary prospectus, dated March 27, 2019, and incorporate 
results from the fiscal year ended November 30, 2018.  Saturna Capital, 
the Funds’ investment adviser, has voluntarily capped actual expenses 
of the Sustainable Equity Fund at 0.75% and actual expenses of the 
Sustainable Bond Fund at 0.65% through March 31, 2020.

B Saturna Sustainable Equity Fund and Saturna Sustainable Bond Fund 
began operations on March 27, 2015.

Performance data quoted herein represents past performance, 
which is no guarantee of future results.  Investment return and 
principal value of an investment will fluctuate so that an investor’s shares, 
when redeemed, may be worth more or less than their original cost.  
Current performance may be higher or lower than the performance data 
quoted herein.  Performance current to the most recent month-end can 
be obtained by visiting www.saturnasustainable.com or calling toll-free 
1-800-728-8762.  

The S&P 500 is an index comprised of 500 widely held common stocks 
considered to be representative of the US stock market in general.  The S&P 
Global 1200 Index is a global stock market index covering nearly 70% of 
the world’s equity markets.  The FTSE WorldBIG Bond Index is a multi-asset, 
multi-currency benchmark, which provides a broad-based measure of the 
global fixed income markets.  The MSCI ACWI covers approximately 85% 
of the global investable universe, with large- and mid-cap representation 
across 23 developed market and 23 emerging market countries.  The MSCI 
ACWI Ex-US Index, produced by Morgan Stanley Capital International, 
measures equity market performance throughout the world excluding US-
based companies.  Investors cannot invest directly in the indices. 

The Morningstar Sustainability Rating is not based on fund 
performance and is not equivalent to the Morningstar Rating (“Star 
Rating”). 

© 2019 Morningstar®.  All rights reserved.  Morningstar, Inc. is an 
independent fund performance monitor. The information contained 
herein: (1) is proprietary to Morningstar and/or its content providers; (2) 
may not be copied or distributed; and (3) is not warranted to be accurate, 
complete, or timely.  Neither Morningstar nor its content providers 
are responsible for any damages or losses arising from any use of this 
information.

Morningstar Sustainability Ratings are as of February 28, 2019.   The 
Morningstar Sustainability Rating™ is intended to measure how well 
the issuing companies of the securities within a fund’s portfolio are 
managing their environmental, social, and governance (“ESG”) risks and 
opportunities relative to the fund’s Morningstar category peers.  The 
Morningstar Sustainability Rating calculation is a two-step process.  
First, each fund with at least 50% of assets covered by a company-
level ESG score from Sustainalytics receives a Morningstar Portfolio 
Sustainability Score™.   The Morningstar Portfolio Sustainability Score is 
an asset-weighted average of normalized company-level ESG scores with 
deductions made for controversial incidents by the issuing companies, 
such as environmental accidents, fraud, or discriminatory behavior.  The 
Morningstar Sustainability Rating is then assigned to all scored funds 
within Morningstar Categories in which at least ten (10) funds receive 
a Portfolio Sustainability Score and is determined by each fund’s rank 
within the following distribution: High (highest 10%), Above Average 
(next 22.5%), Average (next 35%), Below Average (next 22.5%), and 
Low (lowest 10%).  The Morningstar Sustainability Rating is depicted 
by globe icons where High equals 5 globes and Low equals 1 globe.  A 
Sustainability Rating is assigned to any fund that has more than half of 
its underlying assets rated by Sustainalytics and is within a Morningstar 
Category with at least 10 scored funds; therefore, the rating it is not limited 
to funds with explicit sustainable or responsible investment mandates.  
Morningstar updates its Sustainability Ratings monthly.  Portfolios receive 
a Morningstar Portfolio Sustainability Score and Sustainability Rating one 
month and six business days after their reported as-of date based on the 
most recent portfolio.  As part of the evaluation process, Morningstar uses 
Sustainalytics’ ESG scores from the same month as the portfolio as-of date.

The Fund’s portfolios are actively managed and are subject to change, 
which may result in a different Morningstar Sustainability Score and 
Rating each month. 

The Saturna Sustainable Equity Fund was rated on 97% of Assets Under 
Management and the Saturna Sustainable Bond Fund was not rated.

Percent Rank in Category is the fund’s percentile rank for the specified time 
period relative to all funds that have the same Morningstar category.  The 
highest (or most favorable) percentile rank is 1 and the lowest (or least 
favorable) percentile rank is 100.  The top-performing fund in a category 
will always receive a rank of 1.  Percentile ranks within categories are most 
useful in those categories that have a large number of funds.
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in Brazil’s economy, and are comfortable with the 1.95% 
position.  One other security to note is Hanmi Financial.   
The regional community bank saw steady performance, 
but only a 0.47% total return for the quarter.   

The portfolio was invested in 33 different issuers 
(excluding Treasurys) among 36 separate positions.  
The Fund posted a 30-Day Yield of 3.43% (and an 
Unsubsidized Yield of 3.24%).  As of quarter-end, the Fund 
had a 5.37% exposure to Mexican peso-denominated 
securities.  The currency recovered 1.18% against the 
US dollar in the first quarter and peso-denominated 
securities returned 3.87% for the portfolio up from 
-4.08% last quarter.  Canadian dollar-denominated 
securities account for around 6% of the portfolio.  The 
currency appreciated 2.17% last quarter driving a 
total return for those securities of 3.78%.  The chart 
below details each of the Fund’s non-USD currency 
exposures, including portfolio weights, aggregate return 
contribution for the securities in a particular currency, 
and that currency’s movement versus the US dollar.

Saturna Sustainable Bond Fund

Continued from page 6

The Sustainable Bond Fund maintains higher weights 
in the 1-3 year and 10+ year maturity buckets and has 
increased those positions over the past quarter.  Modified 
duration was extended from 2.55 to 2.95 years primarily 
by purchasing 10-year and 20-year Treasury positions. 
SEBFX has also expanded the 1-3 year bucket by 
purchasing 2-year Treasurys, and high-grade corporate 
credit.

In terms of portfolio positioning, there is a focus on high-
grade corporate credit in the 1-3 year bucket, and global 
exposure in well-diversified companies that are well 
positioned to handle business cycles.  With some storm 
clouds on the horizon, the Fund is defensive on credit, 
while making strategic curve allocations with the use of 
Treasurys.

The best performing securities in the portfolio this 
quarter were our floating rate positions that decreased 
sharply last year; their recovery was driven by the 
improvement in market liquidity and anticipated price-
correction. 

• AXA insurance returned 9.91% in the quarter, 
contributing 16 basis points to overall portfolio 
performance.

• Hartford Financial returned 9.69%, contributing 24 
basis points.

• NextEra Energy returned 7.85%, contributing 30 basis 
points.

Only one security in the portfolio saw a negative total 
return last quarter.  The position in Brazil’s sovereign 
bonds had a negative return of -2.06% driven by the 
5% currency depreciation since purchase.  Given the 
relatively small position held in the Fund, the bond 
only detracted two basis-points from overall portfolio 
performance.  However, we see some positive potential 

Saturna Sustainable Equity Fund

Continued from page 7 

use authentication code protected by biometric recognition 
from a user’s iPhone.

Only one company significantly detracted from Fund 
performance in the quarter – Malaysian nitrile glove 
manufacturer Hartalega.  The stock soared in 2017 and 2018 
and, since August of last year, has been giving up some 
of the gains from an arguably extended valuation.  While 
Hartalega demonstrates higher than average volatility, it has 
also provided much higher than average returns, with an 
annualized total return of 24.81% over the past five years.

Clothing retailer TJX and consulting firm Accenture entered 
the list of top 10 holdings during the quarter, replacing 
Toronto-Dominion Bank and Murata Manufacturing.
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Important Disclaimers and Disclosure
This publication should not be considered investment, legal, accounting, or tax advice or 
a representation that any investment or strategy is suitable or appropriate to a particular 
investor’s circumstances or otherwise constitutes a personal recommendation to any 
investor.  This material does not form an adequate basis for any investment decision by any 
reader and Saturna may not have taken any steps to ensure that the securities referred to 
in this publication are suitable for any particular investor.  Saturna will not treat recipients 
as its customers by virtue of their reading or receiving the publication. 

The information in this publication was obtained from sources Saturna believes to be 
reliable and accurate at the time of publication. 

All material presented in this publication, unless specifically indicated otherwise, is under 
copyright to Saturna.  No part of this publication  may be altered in any way, copied, or 
distributed without the prior express written permission of Saturna.

The Saturna Sustainable Funds limit the securities they purchase to those consistent with 
sustainable principles.  This limits opportunities and may affect performance.

Investing involves risk, including possible loss of principal.  Generally, an investment 
that offers a higher potential return will have a higher risk of loss.  Stock prices fluctuate, 
sometimes quickly and significantly, for a broad range of reasons that may affect 
individual companies, industries, or sectors.  When interest rates rise, bond prices fall.  When 
interest rates fall, bond prices go up.  A bond fund’s price will typically follow the same 
pattern. Investments in high-yield securities can be speculative in nature.  High-yield bonds 
may have low or no ratings, and may be considered “junk bonds.”  Investing in foreign 
securities involves risks not typically associated directly with investing in US securities.  
These risks include currency and market fluctuations, and political or social instability.  The 
risks of foreign investing are generally magnified in the smaller and more volatile securities 
markets of the developing world.

A Fund’s 30-Day Yield, sometimes referred to as “standardized yield” or “SEC yield,” is 
expressed as an annual percentage rate using a method of calculation adopted by the 
Securities and Exchange Commission (SEC).  The 30-Day Yield provides an estimate of a 
Fund’s investment income rate, but may not equal the actual income distribution rate.  
Without the voluntary expense cap, the 30-Day Yield for Saturna Sustainable Bond Fund 
would have been 3.24%.  Unsubsidized yield does not adjust for any fee waivers and/or 
expense reimbursements in effect.

Effective maturity and modified duration are measures of a fund’s sensitivity to changes 
in interest rates and the markets.  A fund’s effective maturity is a dollar-weighted average 
length of time until principal payments must be paid.  Longer maturities typically indicate 
greater sensitivity to interest rate changes than shorter maturities.  Modified duration 
differs from effective maturity in that it accounts for interest payments in addition to the 
length of time until principal payments must be paid.  Longer durations tend to indicate 
greater sensitivity to interest rate changes than shorter durations.  Call options and other 
security specific covenants may be used when calculating effective maturity and modified 
duration.

Forward price-to-earnings is a quantification of the ratio of price-to-earnings (PE) using 
forecasted earnings for the PE calculation.  While the earnings used are estimates and 
are not as reliable as current earnings data, the benefit in using estimated PE  is that the 
forecasted earnings can either be for the next 12 months or for the next full-year fiscal 
period.

The Axios Harris Poll 100 uses a two step process to rank the reputations of the 
most visible companies in the United States.  First, the poll identifies the top of mind 
awareness of companies who either excelled or faltered in society, then a second 
group of survey participants ranks the companies across key dimensions of corporate 
reputation.  For more information visit theharrispoll.com/axios-harrispoll-100/

Lowess smoothing (locally weighted scatterplot smoothing) is a technique used 
in statistical analysis that allows for fitting a smooth or curved line to data points, 
especially where data is noisy or sparse.


