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Performance and Portfolio Update

Fund Overview
A broadly diversified sustainable investing
solution for an investor’s core international
allocation.

Investment Process
Index-based

• The Fund’s strategy for obtaining better long-term investment performance is to invest
in international developed market companies demonstrating strong ESG characteristics.
On a short-term quarterly basis however, other factors can negatively affect returns and
mitigate the impact of ESG investing, and this was the case during the fourth quarter.

Investment Style
Foreign Large Core

Benchmark

• The Fund underperformed the EAFE Index during the quarter as high beta stocks
drove market returns for the second straight quarter. The Fund’s Institutional Class
has produced a 9% lower beta2 than the EAFE Index over the trailing 3 years, ending
12/30/16.
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as of 12/30/16
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• International developed markets, as represented by the MSCI EAFE Index (EAFE
Index)1, rallied following the U.S. presidential election resulting in positive returns in
local currency for the quarter. However, adjusting for the strong U.S. dollar against most
currencies, the EAFE Index returned -0.71%.

• Industry underweights to more sustainability challenged industries like Metals
and Mining, and Oil, Gas and Consumable Fuels that participated in the beta rally
contributed to underperformance versus the EAFE Index.
• For the quarter, individual stocks in the MSCI EAFE ESG Index underperformed the
broader group of stocks in the EAFE Index across most sectors.
• In this environment, the Fund’s ESG profile detracted from relative performance versus
the EAFE Index for the quarter. To measure and analyze the ESG contribution to relative
performance we delineate stocks into three tiers based on MSCI IVA ratings3. For the
quarter, the average rated and highest rated groups detracted the most from relative
performance, while the Fund’s underweight allocation to the lowest rated companies
added to relative performance. Longer term, the highest rated and average weighted
groups have contributed to performance since the Fund’s inception.4
Returns (%)10
As of December 30, 2016

Average Annual Returns (%)
3-month

YTD

1-year

3-year

5-year

Since
Inception

Institutional Class (PXNIX)
(Inception Date: 1/27/11)

-2.66

-1.63

-1.63

-2.02

6.55

2.86

Individual Investor Class (PXINX)
(Inception Date: 3/31/14)11

-2.63

-1.85

-1.85

-2.31

6.29

2.60

MSCI EAFE ESG (Net) Index

-1.62

-0.45

-0.45

-0.88

7.20

3.53

MSCI EAFE (Net) Index

-0.71

1.00

1.00

-1.60

6.53

2.60

Lipper International Large-Cap
Core Funds Index12

-0.93

2.64

2.64

-1.84

6.27

2.19
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CFA® is a trademark owned by CFA Institute.

Performance data quoted represents past performance, which does not guarantee 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 lower or higher than the performance data quoted. To obtain performance
for the most recent month-end call 800.767.1729 or visit www.paxworld.com.
As of 4/1/16 prospectus, total annual Pax MSCI International ESG Index Fund operating expenses,
gross of any fee waivers or reimbursements, for Individual Investor Class and Institutional Class
shares are 0.80% and 0.55%, respectively.
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ESG Ratings
Average Active Weights (%)

3-month
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Other: ETFs (for short-term cash mgmt. purposes) and Cash & Equivalents.
Past performance is no guarantee of future results.

RISKS: The Fund does not take defensive positions in declining markets. The Fund’s performance would likely be
adversely affected by a decline in the Index. Equity investments are subject to market ﬂuctuations, the fund’s
share price can fall because of weakness in the broad market, a particular industry, or speciﬁc holdings. Emerging
markets and International investments involve risk of capital loss from unfavorable ﬂuctuations in currency
values, differences in generally accepted accounting principles, economic or political instability in other nations
or increased volatility and lower trading volume. Investments in Asia/Paciﬁc increase the impact of events and
developments associated with the region can adversely affect performance.

Pax World Investments
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www.paxworld.com
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1

The MSCI EAFE (Europe, Australasia, Far East) (Net) Index is a free ﬂoat-adjusted market capitalization index that is designed to measure
the equity market performance of developed markets, excluding the U.S. and Canada. The MSCI EAFE Index consists of the following 21
developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom. Performance for the MSCI EAFE
Index is shown “net,” which includes dividend reinvestments after deduction of foreign withholding tax. One cannot invest directly in an index.

2

Beta coefﬁcient measures an investment’s relative volatility or impact of a per-unit change in the independent variable (market) on the
dependent variable (portfolio), holding all else constant.

3

IVA stands for Intangible Value Assessment.

4

MSCI ESG Research evaluates companies’ ESG characteristics and derives corresponding ESG scores and ratings. Companies are ranked by
ESG score against their sector peers to determine their eligibility for the MSCI ESG indices. MSCI ESG Research identiﬁes the highest-rated
companies in each peer group to meet the ﬂoat-adjusted market capitalization sector targets. The rating system is based on general and
industry-speciﬁc ESG criteria, assigning ratings on a 7-point scale from AAA (highest) to CCC (lowest).

5

The MSCI EAFE ESG (Net) Index is designed to measure the performance of equity securities of issuers organized or operating in Europe, Australasia and
the Far East that have high environmental, social and governance (ESG) ratings relative to their sector and industry group peers, as rated by MSCI ESG
Research annually. The MSCI EAFE ESG Index includes or utilizes data, ratings, analysis, reports, analytics or other information or materials from MSCI’s
ESG Research Group within Institutional Shareholder Services Inc., an indirect wholly-owned subsidiary of MSCI. Performance for the MSCI EAFE ESG
Index is shown “net,” which includes dividend reinvestments after deduction of foreign withholding tax. One cannot invest directly in an index.

6

Weighted Average is an average in which each quantity to be averaged is assigned a weight. These weightings determine the relative
importance of each quantity on the average.

7

Forward Price-Earnings Ratio or P/E FY1 ratio is a ratio for valuing a company that measures its current share price relative to its per-share
earnings over the next 12 months.

8

Return on Equity: The amount of net income returned as a percentage of shareholders equity. Return on equity measures a corporation’s
proﬁtability by revealing how much proﬁt a company generates with the money shareholders have invested.

9

A historical Beta is used for Funds with greater than 2 years of performance history under the same mandate. Three year Beta is used. Beta
reﬂects the sensitivity of a Fund’s return to ﬂuctuations in its benchmark; a beta for a benchmark is 1.00: a beta greater than 1.00 indicates
above average volatility and risk.

10

Figures include reinvested dividends, capital gains distributions, and changes in principal value.

11

On 3/31/2014 Pax International Fund and Pax MSCI EAFE ESG Index ETF merged into the Pax MSCI International ESG Index Fund (the Fund),
a passively managed index fund which seeks investment returns that closely correspond to the price and yield performance, before fees and
expenses, of the MSCI EAFE ESG Index. Based on the similarity of the Fund to Pax MSCI EAFE ESG Index ETF, Pax MSCI EAFE ESG Index ETF (the
Predecessor Fund) is treated as the survivor of the mergers for accounting and performance reporting purposes. Accordingly, all performance and
other information shown for the Fund for periods prior to 3/31/2014 is that of the Predecessor Fund.

12

The Lipper International Large-Cap Core classiﬁcation tracks the results of funds that, by portfolio practice, invest at least 75% of their equity assets in
companies strictly outside of the U.S. with market capitalizations (on a three-year weighted basis) above Lipper’s international large-cap ﬂoor. International
large-cap core funds typically have an average price-to-cash ﬂow ratio, price-to-book ratio, and three-year sales-per-share growth value compared to their
large-cap speciﬁc subset of the S&P/Citigroup World ex-U.S. BMI. This classiﬁcation includes both ETFs and active retail mutual funds. Lipper International
Large-Cap Core Average is the average return of the entire Lipper International Large-Cap Core classiﬁcation. One cannot invest directly in index.

The statements and opinions expressed are those of the author as of the date of this report. All information is
historical and not indicative of future results and subject to change. This information is not a recommendation to
buy or sell any security. Past performance does not guarantee future results.
You should consider Pax World Funds’ investment objectives, risks, and charges and expenses carefully
before investing. For this and other important information, please obtain a fund prospectus by calling
800.767.1729 or visiting www.paxworld.com. Please read it carefully before investing.
An investment in the Pax World Funds involves risk, including loss of principal.
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