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By Julie Gorte, Senior Vice President for Sustainable Investing

Gender Equality – With or Without  
the Federal Government

There was a time in 
human history when 

size and strength were defining characteristics of 
a person’s value and of the jobs on which the clan’s 
survival depended. Today, that’s largely no longer 
the case, but cultural patterns that developed 
over hundreds of thousands of years aren’t easily 
undone. Gender-based inequalities in pay, prestige 
and power persist, and undoing the bias at the heart 
of them isn’t something that can 
be done with the stroke of a pen.

If it were, we might not have a 
pay gap now. The Lilly Ledbetter 
Fair Pay Act was signed into 
law in 2009, strengthening 
civil rights laws aimed at 
non-discrimination in hiring 
and pay. But since the current 
administration took office, there 
has been a significant rollback 
in regulations and laws that 
were helpful in ending gender-
based discrimination. The Center for American 
Progress catalogued 100 actions that it said were 
harmful to women and families in the first 100 
days of the Trump administration.1 The current 
Cabinet is about 18.8% female, compared with the 
U.S.’s 21.7% women/men ratio2 in boards among 
large companies, and less gender-diverse than the 
past five3 cabinets. Would we expect progress in 
diversity from such a group? Possibly, but it’s not 
likely. But for those of us who believe in gender 
equality, despair is not warranted.

Policy, especially federal policy, is a powerful tool 
for shaping behavior. Luckily, it’s not the only one. 
We have often looked to federal policy to curb 
corporate actions that resulted in harm, but we 
sometimes forget that corporate action can be a 

powerful antidote to policy feebleness. There is 
ample evidence that corporations—even if they 
wanted to—probably aren’t thinking, “oh, good, 
now we can keep saving money by paying women 
less.” Why? Reputation is a powerful thing, and a 
corporation that depends on women at any level—
as employees, stockholders, customers, investors—
is understandably wary about alienating half of any 
of those stakeholder groups.

Reputation is even more of 
a powerful tool now than it 
was historically. Among the 
S&P 500, 84% of companies’ 
market value consisted of 
intangible assets in 2015.4 
What that means, among 
other things, is that a loss of 
value inspired by a loss of 
investor confidence doesn’t 
have much of a safety net, 
which we customarily think of 
as the value of the bricks and 

mortar assets that make up the company’s value 
in the case of a fire sale. Wynn Resorts is a poster 
child for that: after allegations of sexual harassment 
and assault surfaced there, several Wall Street 
analysts downgraded the company’s rating, and the 
company’s share price plunged nearly 17 percent 
over one weekend.5 

Having open, inclusive cultures in which success 
is not limited by gender or race or ethnicity is 
something that all companies need if they want 
to prosper, and especially if they want to grow. 
Companies depend on people of all genders and 
other stripes as customers, workers, suppliers, 
investors, and community members. Alienating 
half of them is not a recipe for competitive success.  

"Policy, especially federal 
policy, is a powerful tool 
for shaping behavior. 
Luckily, it’s not the  
only one."
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The Pax Small Cap Fund crossed the 10-
year mark in 2018. In recognition of this 
milestone, Portfolio Manager Nathan Moser, 
CFA®, reflects on managing the Fund since its 
inception in 2008.

Q: What aspect of your investment 
approach has helped you succeed in 
managing the fund? 

Mr. Moser: I’d say the emphasis on risk 
management is a point of differentiation, 
and, over longer periods, this discipline has 
helped the Fund versus peers. Our philosophy 
has always been focused on investing in 
the highest quality companies we can find, 
avoid over-paying for them and use active 
management to mitigate risk. We manage 
with a long-term perspective and seek to 
preserve investor’s capital during market 
declines as much as possible.

In my view, all too often investors chase short-
term performance and fail to account for the 
level of risk in their portfolios. Our strategy 
was developed with a different aim—we seek 
to provide attractive risk-adjusted returns 
over the long term. 

Q: How did risk management become 
such an important part of your investment 
approach? 

Mr. Moser: Over my career, which started at 
the peak of the technology bubble in 2000, 
I’ve seen two market declines of greater than 
45%—with many investors losing significantly 
more. Boom and bust cycles are a normal 
part of financial markets, which may be 
fading from investors’ minds because of how 
unusually placid and long this bull market has 
been thus far.

While all investors know they need to focus 
on the long-term, even for those with the 
most fortitude, it’s very difficult when you’re 
watching markets fall sharply. We designed 
this strategy to mitigate the risk of the small 
cap asset class, with the goal of allowing 
clients to remain invested through the 
inevitable bumps in the road.

Q: What gives you confidence that you  
can continue to provide strong risk-adjusted 
results? 

Mr. Moser: The small cap market is 
inefficient, which affords us the opportunity 
to outperform. I believe that to beat the index 
and your competition, you can’t look like the 
index or do the same things your peers do.

Another aspect of our process that 
is differentiated is the integration of 
environmental, social and governance (ESG) 
analysis into our research process. In our 
view, this helps us identify potential risks 
and opportunities that our competitors may 
overlook. When combined with disciplined 
financial research, we gain additional insights 
and we believe the result is a higher quality 
portfolio with less risk.

Q: Over the past ten years, passive 
investing has increased in popularity. What 
are your thoughts on the passive approach 
in the small cap asset class?

Mr. Moser: With respect to small cap stocks, 
I believe passive investing exposes investors 
to meaningful risk as the benchmark contains 
many lower quality companies. In fact, 
approximately one-third of the companies in 
the Russell 2000 Index are unprofitable.1 In an 
up market, very few investors care to closely 
scrutinize the fundamental quality of the stocks 
they own. However, should the inflows to 
passive vehicles reverse to outflows, I expect 
we’ll see meaningful small cap index volatility.

The reason is because passive vehicles are 
largely mechanical—when money comes in, 
they put it to work. As companies in the index 
grow larger, passive funds buy more regardless 

of the underlying company’s fundamentals or 
valuation. Simply put, these vehicles buy more 
of what’s working—which is what momentum 
investors do. Passive vehicles now represent 
a very large part of the market and a shock to 
the system could cause investors to redeem en 
masse.

Q: What are some of the things you’ve 
learned over the 10-year period of 
managing the Fund?

Mr. Moser: I’ve learned many important 
lessons over the past ten years. I would 
highlight the importance of having an 
effective sell-discipline as one of the most 
critical. That is, having a plan on specific 
valuation levels or under what circumstances 
we exit a position. The sell discipline is a 
key element of our strategy and we see it as 
an important driver of strong risk-adjusted 
returns. Over the years the process has 
become better structured, more consistent 
and I am continually looking for ways to 
improve that facet of my decision making.

A broader lesson I’ve learned over my career 
is that as markets evolve, investors have to 
as well. One of the outcomes of the shift 
to passive investing is an increase in the 
persistence of stock trends, both up and 
down. To the extent that stocks are moving 
lower on deteriorating fundamentals, we feel 
it’s more important now than ever to exit. 

Q: Anything else that you would like to 
share? 

Mr. Moser: While milestones are a good time 
to pause and reflect, we remain committed 
to our approach and passionate about the 
opportunity that lies ahead. As we embark 
on the next ten years, I would like to thank 
all our investors for their confidence and 
continued support. 

 

1 Source: Bloomberg as of 4/17/2018

CFA® is a trademark owned by the CFA Institute.

Interview with Nathan Moser on the 10-year anniversary of the Pax Small Cap Fund

Examining a Risk-Focused Approach in Small Cap 

Nathan Moser, CFA® 

Vice President, Portfolio 
Manager, Pax Small Cap,  
Pax Mid Cap and  
Pax Balanced Fund
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Pax World News

Pax successfully withdrew pay equity 
shareholder resolutions at three companies 
in the financial services and technology 
sectors following their commitments to take 
proactive steps toward enhancing pay equity 
disclosure and to close unexplained pay gaps. 
Pax targeted companies in financial services 
and technology because these industries 
have among the highest gender pay gaps,1 
have struggled to attract, retain and promote 
female employees and are where women are 
more likely to leave at midcareer.2 

In late 2017, Pax filed shareholder proposals 
at Discover Financial Services (Discover), 
HP, Inc (HP) and KeyCorp requesting that 
the companies identify whether a gender pay 
gap exists among their employees, and if so, 
outline steps being taken to reduce the gap.  
At the time of the filings, none of the 
companies had any public disclosure related 
to pay equity. 

Pax withdrew its proposals when the 
companies agreed to publish commitments 
to pay equity, alongside detailed information 

on their processes for managing pay equity. In 
addition, KeyCorp has published the results of 
its most recent pay analysis on its website. To 
read the press release visit paxworld.com/pax-
world-funds-persuades.

Pax Climate Change Proposal  
Sees Strong Support at  
Old Republic 

Climate change is critically important in 
the insurance sector. That’s why in 2017 Pax 
World Funds filed a shareholder resolution 
at Old Republic International Corporation 
(“Old Republic”), asking that the insurance 
company establish board oversight of the risks 
and opportunities posed by climate change. 
Two primary proxy advisory service providers, 
Glass Lewis and ISS, both recommended that 
shareholders support Pax’s proposal. At the Old 
Republic annual general meeting in May 2018, 
Pax’s shareholder proposal on climate change 
received strong support of 48%. 

As active owners, about one-third of our 
engagement activities were related to climate 
risk in 2017, which includes filing shareholder 
proposals, direct dialogue with portfolio 
companies, voting proxies in accordance 

with our ESG criteria and supporting public 
policy initiatives that promote climate risk 
transparency.

To read more about our proposal at Old 
Republic, visit paxworld.com/old-republic.

Pax World Impact Report 2017 

Pax released our 
2017 Impact Report 
in April. The report 
reviews our progress 
as an asset manager 
committed to 
sustainable investing 
principles and as a 
business that seeks 
to operate in a manner consistent with the 
environmental, social, and governance (ESG) 
standards we integrate into our portfolios.  
To read the Impact Report, visit 
paxworld.com/impact_report.  

1 Dr. Andrew Chamberlain, “Demystifying the Gender Pay 
Gap,” Glassdoor, 2016.

2 Mercer, “When Women Thrive: Financial Services 
Perspective,” 2016.

Julie Gorte @jgorte 
While some companies are making gains on #sustainability, 
the time has come for ALL companies to take bold and scalable 
action. We must raise the ceiling AND lift the floor. #TurningPoint

Pax Ellevate (PXWEX) @PaxEllevate 
Confused by all the different gender #paygap figures?  
@PaxEllevate Heather Smith explains what the numbers 
mean and why they're important to investors. bit.ly/2IVNZal 
#payequity

What's Trending Now 

Pax Ellevate (PXWEX)  
@PaxEllevate 
@SallieKrawcheck spoke  
with Marlo Stil of  

@WCGRanchoMirage about investing in 
women #ANAinspiration

Pax World @PaxWorld 
Pax joins over 140 institutional investors with over $640 billion 
in investments calling on companies to fight gun violence by 
amending corporate policies.

Pax World 
Investments

Pax World Funds Persuades Finance 
and Tech Companies to Close  
Gender Pay Gap 

Pax World Funds  
 

2017 Impact Report



You should consider a fund’s 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. Past performance does not 
guarantee future results.

RISKS: Equity investments are subject to market fluctuations, a fund’s share price can fall because of weakness in the broad 
market, a particular industry, or specific holdings. Emerging market 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 high yield bonds generally are 
subjected to greater price volatility based on fluctuations in issuer and credit quality. When investing in bonds, you are subject, 

but not limited to, the same interest rate, inflation and credit risks associated with the underlying bonds owned by the Fund. Mortgage related securities tend to 
become more sensitive to interest rate changes as interest rates rise, increasing their volatility. Funds that emphasize investments in mid-size and smaller companies 
generally will experience greater price volatility. Investing in non-diversified funds generally will be more volatile and loss of principal could be greater than investing 
in more diversified funds. 

There is no affiliation between Pax World, ALPS Distributors Inc. and the companies listed within the articles in this newsletter. 
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GENDER EQUALITY – WITH OR WITHOUT THE FEDERAL GOVERNMENT, C O N T I N U E D  f ro m  F RO N T  PAG E

Investors are more interested in gender than 
they ever have been before, judging by things 
like proxy voting and engagement. BlackRock, 
the world’s largest asset manager, recently has 
signaled in its proxy voting guidelines that all-
male boards are not acceptable, and noted that 
boards should have at least two women on 
them.6 Pax has been voting like that for years, 
and we know our impact will be multiplied if 
other investors vote similarly. Another large 
investor, State Street, reportedly voted against 
directors of 400 companies whose boards 
were all-male.7 Moves like these show that 
mainstream, as well as sustainable investors, 
are aware of the research that links women in 
leadership to superior financial performance, 
and are prepared to act on that knowledge 
with proxy votes.8 

Gender equality is also an economic stimulus.  
McKinsey reports that the global economy 
could be $12 trillion to $28 trillion larger by 

2025 if gender gaps were reduced (the lower 
number) or eliminated (the higher one).9

These kinds of strong economic and financial 
drivers give investors reasons to care about 
gender equality, and to use their tools—
investments, proxy voting, and engagement—
to achieve that. And none of that has anything 
to do with policy. Policy can be a headwind  
or a tailwind, but compared with the 
economic and financial reasons for advancing 
gender equality, policy is more of a gentle 
breeze than a gale, no matter which way the 
winds blow. 
 

An expanded version of this article originally appeared in 
the April 2018 issue of Green Money Journal.

1 https://www.americanprogress.org/issues/women/
reports/2017/04/25/430969/100-days-100-ways-trump-
administration-harming-women-families/

2 https://www.msci.com/documents/10199/248121/
MSCI_Women+of+Board+Infographic.pdf/3138edf7-
4ad2-47f6-9db7-d904e41d256e

3 http://www.refinery29.com/2017/01/132977/trump-
cabinet-picks-gender-balance-comparison

4 http://www.oceantomo.com/intangible-asset-market-
value-study/

5 https://www.cbsnews.com/news/wynn-resorts-stock-
price-drops-after-wall-st-downgrade/

6 https://www.wsj.com/articles/blackrock-companies-
should-have-at-least-two-female-directors-1517598407

7 https://www.wsj.com/articles/state-street-votes- 
against-400-companies-citing-gender diversity- 
1501029490

8 https://paxworld.com/category/research/gender/

9 https://www.mckinsey.com/~/media/McKinsey/
Global%20Themes/Employment%20and%20Growth/
How%20advancing%20womens%20equality%20
can%20add%2012%20trillion%20to%20global%20
growth/MGI%20Power%20of%20parity_Full%20report_
September%202015.ashx

The Benefits of an Automatic Investment Plan   
Keep your savings on track year round with an Automatic Investment Plan (AIP) 

With a Pax World AIP—available for all Pax World Funds—you can  
invest a designated dollar amount at regular intervals. This helps you  
to pay yourself first, a simple and effective way to save. Also, when you  
invest automatically on a regular schedule, you’ll spend less time analyzing  
and worrying about the right time to invest.

To start an AIP, download and complete the Shareholder Services form  
at paxworld.com. If you have a bank account attached to your  
Pax World account already, you can also establish an AIP online.


