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SOLUTION
Apply Parametric’s Catholic Values 
Screen to our proprietary Dividend 
Income Strategy.

CHALLENGE
Design a portfolio that meets the 
institution’s need for income while also 
adhering to its Catholic beliefs. 

RESULTS
The client was able to meet its yield 
requirements without compromising its 
faith-based mission.

 INVESTOR CHALLENGE  
Catholic Institution Achieves Its Income 
Needs Without Sacrificing Its Values 

Challenge

A Catholic institution sought an income-focused US equity portfolio to help it meet its distribution 
needs, which include funding employee wages and retirement plans as well as furthering  
its charitable mission. But a targeted dividend-yield strategy could expose the institution  
to underdiversified portfolios and value traps, since many of the highest-yielding dividend 
payers are most at risk of sudden price depreciation or dividend cuts.

Equally important to this client was that all investments be consistent with Catholic values. 
However, the only relevant socially responsible funds the institution had been able to find were 
actively managed—an approach that failed to resonate with the institution’s investment philosophy. 
 

Parametric solution

To address the income need, Parametric proposed our Dividend Income Strategy, which seeks to 
build a diversified portfolio of durable dividend payers to provide elevated current income and 
attractive, long-term total returns. Our research shows that firms with both elevated dividend 
distributions and lower levels of risk have historically provided good proxies for durable dividend 
payers. The strategy’s equal weighting approach, across and within economic sectors, emphasizes 
broad portfolio diversification while mitigating company-specific risk.

To address the client’s mission alignment request, Parametric recommended our Catholic Values 
Screen. This screen ensures the portfolio owns only those public companies whose business 
activities and behaviors meet the standards contained in the US Conference of Catholic Bishops’ 
Socially Responsible Investment Guidelines, which covers six policy areas:

>	 Protecting human life

>	 Promoting human dignity

>	 Reducing arms production

>	 Pursuing economic justice

>	 Protecting the environment

>	 Encouraging corporate responsibility

Our strategy seeks to build a 
diversified portfolio of durable 
dividend payers to provide 
current income and total return.

Many of the highest-yielding 
dividend payers are most 
at risk of sudden price 
depreciation or dividend cuts.



INVESTOR CHALLENGE

Parametric Portfolio Associates® LLC (“Parametric”), 
headquartered in Seattle, is registered as an investment 
advisor with the US Securities and Exchange Commission 
under the Investment Advisers Act of 1940. Parametric is a 
leading global asset management firm, providing investment 
strategies and customized exposure management directly to 
institutional investors and indirectly to individual investors 
through financial intermediaries. Parametric offers a 
variety of rules-based investment strategies, including 
alpha-seeking equity, fixed income, alternative, and 
options strategies. Parametric also offers implementation 
services, including customized equity, traditional overlay, 
and centralized portfolio management. Parametric is part 
of Morgan Stanley Investment Management, the asset 
management division of Morgan Stanley, and offers these 
capabilities through offices located in Seattle, Boston, 
Minneapolis, New York City, and Westport, Connecticut. 

An environmental, social and governance (“ESG”) 
investment strategy limits the types and number of 
investment opportunities available to the investor and, as 
a result, the investor’s portfolio may underperform other 
investment strategies that do not have an ESG focus. 
The ESG investment strategy may result in investments 
in securities or industry sectors that underperform the 
market as a whole or underperform other strategies which 
apply ESG standards. An issuer’s ESG performance or the 
investment adviser’s assessment of such performance 
may change over time, which could cause the investor to 

temporarily hold securities that do not comply with the 
investor’s responsible investment criteria. In evaluating 
an investment, the investment adviser is dependent upon 
information and data that may be incomplete, inaccurate or 
unavailable, which could adversely affect the analysis of the 
ESG factors relevant to a particular investment. Successful 
application of the investor’s responsible investment 
strategy will depend on the investment adviser’s skill in 
properly identifying and analyzing material ESG issues.

This information is intended for informational purposes 
and details investment strategies and opportunities 
identified by Parametric. Opinions and estimates offered 
constitute our judgment and are subject to change 
without notice, as are statements of financial market 
trends, which are based on current market conditions. We 
believe the information provided here is reliable, but do 
not warrant its accuracy or completeness. This material 
is not intended as an offer or solicitation for the purchase 
or sale of any financial instrument. The views and 
strategies described may not be suitable for all investors. 
Past performance is not indicative of future results. 
Investing entails risks, and there can be no assurance that 
Parametric will achieve profits or avoid incurring losses. 
Parametric does not provide legal, tax, or accounting 
advice or services. Clients should consult with their own 
tax or legal advisor prior to entering into any transaction 
or strategy described herein.

This information is derived from the experiences and 
observations of Parametric. No representation or warranty 
is made as to the reasonableness of the assumptions made 
or that all assumptions used in achieving the results have 
been stated or fully considered. No representation is made 
that any client account will, or is likely to, achieve a successful 
outcome similar to the one presented. Actual results 
will differ and may differ substantially from the example 
provided. Changes in assumptions may have a material 
impact on the example presented. The information may not 
reflect the impact that material economic and market factors 
might have had on Parametric’s decision-making.
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Parametric is located at 800 Fifth Avenue, Suite 2800, 
Seattle, WA 98104. For more information regarding 
Parametric and its investment strategies, or to request a 
copy of the firm’s Form ADV or a list of composites, contact 
us at 206 694 5500 or visit www.parametricportfolio.com.
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Ultimately Parametric suggested applying the Catholic Values Screen to the Dividend Income 
Strategy. Our analysis showed that, after applying the screen, 85%–90% of the original 
strategy was still eligible for investment, suggesting it would be possible to build a diversified 
portfolio that met both the yield and mission-related requirements.

Results

Drawing on our experience building custom portfolios for clients, Parametric was able 
to combine our Catholic Values Screen with a dividend-oriented strategy, helping the client 
satisfy its need for income while ensuring the portfolio remained within the guidelines 
of the institution’s faith. 

We helped the client satisfy 
its need for income while 
ensuring the portfolio aligned 
with its faith.

Find more insights and research 
at parametricportfolio.com


