
Impact Investing: 
Our Journey with One School Endowment

To Divest or Not to Divest, That was the Question

• For the first time, boardroom conversations about organizational values are 

resulting in data-driven, mission-aligned investment plans.

• Organizations which create a collaborative environment among constituents are 

more likely to transition beyond preliminary discussions to actionable plans.

• The due diligence process to vet impact investments should mirror the process 

employed for traditional investments.

• Impact investing journeys do not end when assets are invested — proactive 

communication programs supporting student and donor engagement remain 

critical.

Investing Alongside Your Values
Across the nation, school boards and investment committees are debating the nature of their 
endowments with increasing frequency. Students, some galvanized by videos on 350.org or writings 
on divestinvest.org, are taking a page from their 1980s counterparts who rallied against South Africa’s 
apartheid policies. No matter the cause, the question facing trustees remains the same: Should an 
endowment invest assets consistent with the institutional values? On the surface, it’s a seemingly 
straightforward proposition. Yet the solutions are complex, riddled with questions about adhering to 
fiduciary duties, protecting donor relations and ensuring there is ample money to sustain and grow the 
institution. In the 1980s, divesting endowments from companies conducting business in South Africa 
was the dominant response. The options now are more nuanced than just selling ‘objectionable’ 
stocks. Managing the array of issues can create significant challenges for endowment boards.

Glenmede has a history of serving nonprofit organizations and has increasingly partnered with 
secondary and post-secondary schools to align the social and environmental goals with the financial 
objectives. We tilt portfolios toward companies with exemplary or improving environmental, social 
and governance factors, known as ESG Integration; divest or exclude industries or companies clients 
deem objectionable, referred to as divesting; or emphasize thematic issues such as women in 
leadership, climate change or social justice.

Glenmede’s Impact & Sustainable Investments Team
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Exhibit 1: Divesting from Energy Stocks has not Impacted Performance Over the Long Term

Source: Glenmede                    Data through 1/31/2017

Returns are annualized and risk is measured by standard deviation. This is historical performance which may not be repeated.

In the following pages, we chronicle the journey by a secondary private school from a traditional 
investment portfolio to a mission-aligned portfolio. While the particular values — and the right 
solution — can differ from one school to another, the underlying process for transforming moral and 
ethical considerations into an investment plan can serve as a baseline. In summary, the primary steps 
include: educating key constituents; designing an impact and investment policy statement (IIPS); 
implementation; measurement; and, a multi-tiered communications campaign. 

Step 1: Education — Informing Passion with Data
The school, renowned for its progressive values and widely recognized for its emphasis on diversity 
of thought and culture, was approached by students inquiring about the fossil fuel exposure in 
the school’s endowment. Given the school’s commitment to social and environmental issues, the 
Board welcomed the discussion and Glenmede was asked to help navigate a course beyond the 
feedback. Understanding the power of information, we synthesized historical data and facilitated a 
tailored educational program so the Board and Investment Committee could better understand the 
impact investing landscape. Student participation, even at this stage, was key. The growing body of 
data correlating strong performance with environmental and social investments is vital information 
for those charged with a fiduciary duty to act in the best interest of the endowment. Data presented 
to the Board and students included: 

Exhibit 1 shows how exclusion of the fossil-fuel-producing energy sector from a portfolio of U.S. equities 
had virtually no long-term impact on performance.
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Exhibit 1: Divesting from Energy Stocks has not Impacted Performance Over the Long Term

Exhibit 2: Divesting Results in Long Periods of Both Underperformance and Outperformance

Source: Glenmede                                   Data through 1/31/2017

We calculated the difference between 3 year rolling returns of the Russell 1000 vs. the Russell 1000 ex energy. This is historical 
performance which may not be repeated.

Exhibit 2, however, indicates that U.S. equity portfolios divesting from energy could experience long 
periods of underperformance followed by long periods of outperformance relative to the overall market. 

Exhibit 3 suggests that ESG momentum, which over-weights stocks with improving ESG attributes 
and underweights stocks with deteriorating ESG attributes, offers the greatest probability of earning 
excess returns while investing alongside your values. 

Exhibit 3: Companies with Improving ESG Attributes Performed Well Relative to the Market

Source: Glenmede, MSCI                    Data through 1/31/2017

* Note that the ESG Momentum is an equally weighted composite of top 100 stocks with the greatest improvement in ESG scores 
over the prior 12 months. This is historical performance which may not be repeated.
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1  Hoyle, Simon, “Good for Harvard, Good for the World: Why HMC Embraced ESG with Such Passion”,   
 Top1000Funds.com, October 2014. 
2  2015 NACUBO-Commonfund Study of Endowment, January 2016.

These charts are a small sample of the information available. 
By presenting impartial data that explains the history and 
implications of the impact investing landscape, boards can build 
the consensus needed to advance to the next step: Creating an 
impact and investment policy statement (IIPS).

Step 2: Creating the Impact & Investment Policy Statement
Advisors in the financial industry are accustomed to conducting  
in-depth conversations about financial goals. However, there 
is much less familiarity with how to address subjective topics 
such as values. In our work with the school, a successful 
outcome came from conducting an analysis of the school’s 
values in parallel with a discussion about their financial 
goals, ensuring both topics received deep, thoughtful 
consideration. Some of the questions we posed included: How 
does impact investing support the institution’s values? What 
are the desired outcomes? What does that mean in terms  
of the endowment’s investment policies? The answers provided  
valuable insight and helped formulate the foundation of the
Impact & Investment Policy Statement (IIPS).

With consensus, the conversation turned to specific areas of 
interest and the level of commitment. These are the two key 
components of building a sound IIPS. Impact areas of interest 
are specific to the values of each institution and include 
consideration of topics such as climate change, gender lens 
investing and social justice issues. We facilitated this segment 
of the conversation by providing the Board members with an 
impact investing questionnaire, which required them to answer 
specific questions about the institution’s mission. In this case, 
environmental and diversity issues were identified as the primary 
impact areas of interest, and this became the touchstone for 
future investment decisions.

The level of commitment toward impact investing ranges 
from transitioning small increments of the existing portfolio 

The Evolving Role of a Fiduciary 
The decision to embrace impact 
investing is compatible with the 
responsible exercise of adhering to 
fiduciary duties. Some claim that 
the historical relationship between 
a fossil-fuel-free portfolio and a 
traditional portfolio, as shown in 
Exhibits 1 and 2, should not be used 
as a guide to make forward-looking 
decisions. The claim is that climate 
change initiatives, coupled with 
growing accessibility of renewable 
energy, government regulation, and 
evolving social norms, will cause 
trillions of dollars’ worth of “stranded 
assets” to be devalued substantially, 
creating significant losses for 
investors in fossil-fuel producing 
industries.

Following this line of reason, one 
could meaningfully lower overall 
portfolio risk by removing fossil-fuel 
producing industries. Even large 
endowments like Harvard have 
advocated that fiduciaries “need 
to think not only more broadly 
across our portfolios, but also more 
broadly through time, including 
consideration of environmental, 
governance, and social factors,1” 
to effectively build a portfolio 
for perpetuity. To be fair, not all 
endowments have reached the 
same conclusion, and opinions 
about fiduciary considerations  
vary widely.2
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When to Invest in Private-Market 
Impact Strategies
Many institutions are drawn to 
private-market impact investments 
because of the tangible, positive 
outcomes. After all, the satisfaction 
of direct investment in sustainable 
agriculture, renewable energy, 
education, or health and wellness 
can be more palpable than buying 
public stocks or bonds. Nonetheless, 
we strongly advocate that impact 
investors establish their program 
with publicly traded securities 
before moving into private markets. 
After a year or two using liquid, 
public-market investment vehicles, 
we have found that investment 
committees are more willing to 
consider other types of impact 
investing options.

over time to immediate realignment of the entire portfolio. 
Some may choose to set yearly goals, such as investing 
5-10 percent of the endowment’s assets over 3 years, then 
conducting a thorough evaluation once 30 percent of the 
portfolio is mission-aligned. This particular school, on the 
other hand, chose to integrate ESG factors across their entire 
portfolio — with an exception for alternatives, where no viable  
impact investing solutions were identified.

Step 3: Implementing a Values Driven Portfolio
With the Impact and Investment Policy Statement in 
place, portfolio construction began. We always start the 
investment selection process with an analysis of valuations, 
financial fundamentals and other quantitative factors 
that suggest a strong probability for outperformance, with 
environmental, social and governance factors helping to 
identify investments with positive or improving mission-aligned 
attributes. Within the public equity sector, we partnered  
with a best-in-class outside manager to build a fully customized, 
passive global equity portfolio reflective of the institution’s 
mission. We complemented the passive positioning with 
several actively managed strategies, including: Glenmede’s 
Responsible ESG strategy, which combines an ESG “tilt” and ESG 
momentum while seeking to earn an above-market rate of return; 
and Glenmede’s Women in Leadership strategy, which invests 
in companies with specific gender diversity characteristics. For 
fixed income strategies, we selected a manager with a deep 
history of aligning values with fixed income management. 

Measurement & Shareholder Advocacy
Boards and investment committees accustomed to discussing 
performance will be surprised to find the topic will quickly shift 
to impact measurement. Public-market stock and bond impact 
investing has less emotional pull than individual stories heard 
from private investments. Nevertheless, you can make an impact 
while investing in public markets. 
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The sample statistics below help demonstrate the alignment of environmental values and investments 
by highlighting a reduction in carbon emissions and an increase in clean-tech revenues. These 
attributes can be used in tandem with investment performance data to evaluate the success of 
the program. We also recommend using weighted-average overall environmental, social and 
governance scores provided by MSCI or Sustainalytics to help validate the ESG focus.

Another way to affect and measure impact in the public markets is through shareholder advocacy, 
which helps foster change at the corporate board level. At a minimum, proxy voting policies can be 
aligned with ESG values or, when possible, customized to a specific strategy such as gender diversity. 
We also can help interested clients by partnering with third party organizations like As You Sow to 
help unite shareholders behind environmental and social issues such as transparency and fair labor 
practices. 

Step 4: Ongoing Communication
With the endowment’s assets invested in alignment with its mission, Glenmede presented at a board- 
organized student assembly. Our purpose was to address our progress and outline a path forward, while 
fielding questions from the students and faculty. The student body — who initiated the impact journey —  
concluded the session with a standing ovation. This reaction provided a poignant end to phase one of  

Exhibit 4: Measuring Impact in Public Markets

  Traditional  Sample
  International Stock International
  Benchmark ESG Portfolio
 Tracking Error (%) 0.00 1.63

 Beta 1.00 1.00

 Standard Deviation (%) 17.06 17.24

 # of Holdings 1853 215

 Dividend Yield (%) 3.26 3.27

 Social Score 52 65
 CleanTech Solutions Score* 3 10
 Carbon Emission** 6,782,225 1,331,888
 Carbon Intensity*** 201 40

24% Higher

250% Higher

80% Lower

80% Lower

Source: Aperio Group, LLC.
*This is a weighted average score. Clean tech revenues include alternative energy, energy efficiency, green building, pollution 
prevention, and sustainable water.
**Measured in metric tons of CO2.
***Total greenhouse gas emissions per million dollars of sales. i.e., for every $1 million in revenue generated from our portfolio, total 
GHG emissions will equal 40 metric tons of CO2.
The data highlighted in blue was calculated by Aperio. Please contact Glenmede for further information.
Tracking error measures the divergence in price behavior between the benchmark and portfolio and standard deviation is a measure 
of overall portfolio risk.
The traditional internal stock benchmark is MSCI’s All Country (ACWI) ex US Index, which is an unmanaged, market-value weighted 
index with dividends reinvested, representing the performance of the large and mid-cap companies across developed and 
emerging markets. You cannot invest in an index.
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Exhibit 4: Measuring Impact in Public Markets

Educating Students, Teachers 
and Alumni
In the case of Glenmede 
partnering with another school, we 
supplemented the educational 
process with on-campus open 
assemblies for all students, teachers 
and alumni. By explaining the 
purpose of an endowment, the 
operating budget and the fiduciary 
obligations of the board and 
investment committee, a “we 
are in this together” mindset was 
formed. Involved board members 
and students were on hand to 
address audience questions and 
concerns. This allowed listeners to 
understand the inherent complexity 
and magnitude of changing the 
school’s investment policy. For 
schools with active student bodies, 
we believe this level of transparency 
at the onset is critical so that all 
stakeholders can have the ability to 
express their views and support the 
school’s progress. 

the school’s journey, having announced the endowment’s 
commitment to the school’s values and energized the current 
student body.

Impact investing not only reflects the values of an institution 
at a point in time, it can become a living manifestation of the 
institution’s culture. We plan to visit the campus periodically to 
retell the impact investment “creation story” to incoming classes, 
and, when requested, to help the institution communicate 
program details to alumni and donors. Outreach can reinforce 
the shared values of the community, galvanize prospective 
students, engage alumni and, ultimately, may help unlock 
donor dollars. 

Conclusion
Integrating investments with values is often described as a 
journey, which sums up the exploration and discovery necessary 
for institutions to invest alongside their mission. The process is 
grounded in education and driven by data — where values 
are examined through a lens of risk and reward to illustrate the 
financial implications for the institution. It can be as rewarding 
as it is daunting. We acknowledge the challenges, but are 
optimistic that a balance between competitive returns and 
values is achievable, especially with the growing availability 
of data that allows for objective, informed decision-making. 
By sharing our experience with one particular school, we hope 
others will be empowered to ask questions and, perhaps, initiate 
their own mission-led journey.



This piece is intended to be an unconstrained review of matters of possible interest to Glenmede Trust Company clients 
and friends and is not intended as personalized investment advice. Advice is provided in light of a client’s applicable 
circumstances and may differ substantially from this presentation. Opinions or projections herein are based on information 
available at the time of publication and may change thereafter. Information gathered from other sources is assumed to 
be reliable, but accuracy is not guaranteed. Outcomes (including performance) may differ materially from expectations 
herein due to various risks and uncertainties. Any reference to risk management or risk control does not imply that risk 
can be eliminated. All investments have risk. Clients are encouraged to discuss the applicability of any matter discussed 
herein with their Glenmede representative.
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