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Divestment as a
Moral Imperative
by Kirbie Crowe
Few stories dominated headlines
this summer like the unfolding
of the family separation debacle
happening at the U.S.-Mexico
border. As civil and political
unrest worsened in some Latin
American countries, the border
saw a dramatic increase of families
seeking asylum. Over the spring
and early summer, Immigration
and Customs Enforcement (ICE)
forcibly separated more than
3,000 children from their parents,
per the Trump administration’s
“zero tolerance” policy on
immigration, and imprisoned them in detention centers
across the country; in combination with the surge in
unaccompanied children crossing the border, the number
of children in U.S. detention centers has now ballooned to
more than 13,000.

Investing in Carbon Drawdown
by Sylvia Panek
A little over one year ago, President Trump reaffirmed
his intention to withdraw the United States from the Paris
Climate Accord. As if on cue, an iceberg the size of Delaware
broke away from the Larsen C ice shelf in Antarctica, where
temperatures have risen nearly five degrees on average over
the past few decades. And Hurricane Harvey, Hurricane
Maria, and Hurricane Florence wrought unprecedented
destruction in rapid succession upon Texas, Puerto Rico,
and North Carolina, respectively.

News reports revealed images of solitary children,
huddled under thin aluminum blankets and wailing in the
cages of detention centers run by two private companies:
GEO Group and Corrections Corporation of America
(referred to as “CoreCivic”); both manage private prisons
as well as ICE detention centers. Immigrant children held
in facilities run by these two companies have complained
about the denial of medical care,
inadequate nutrition, and racist
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In response, activists have renewed
longstanding calls for divestment
from these companies and others
that operate, participate in, and
fund private prisons. The call for
divestment gained traction over
the summer and is now being
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Scientists and researchers are still
working to measure the astounding
human and environmental toll
from the hurricanes, which are
considered to be climate disasters
due to their intensity. Hurricane
Maria resulted in nearly 3,000
deaths and left Puerto Rico
without electricity, telecommunications, or water services for
months. Hurricane Harvey caused
at least 100 recorded releases of
toxic chemicals in a region with
500 chemical plants and 10 oil
refineries. NASA’s satellite images
of North Carolina after Hurricane
continued on page 3

Divestment as a Moral Imperative
considered by various schools, state and local governments,
and businesses.
These latest calls for divestment build upon a long history of
resistance to private prisons in the United States. While the
earliest examples of U.S. private companies profiting from
the labor of incarcerated people can be found in the late
18th and early 19th centuries, it was the latter half of the
20th century that saw the private prison industry expand
exponentially. In the 1980s, the “war on drugs” spurred
skyrocketing incarceration rates that stressed alreadyovercrowded federal and state facilities. In 1984, Corrections
Corporation of America (now CoreCivic) was awarded a
contract to assume management of a facility in Shelby, TN
– the first time in U.S. history that the operation of a prison
facility had been completely given over to a private entity.

As the private prison industry grew, opposition efforts did
as well. Notably, Critical Resistance, a national grassroots
organization founded in 1997 by activist and author Angela
Davis, among others, has launched actions and campaigns
across the country to protest the entire prison industrial
complex – a phrase it brought to national attention. Enlace,
an international racial and economic justice group, has
made prison divestment a focal point of its organizing efforts
since 2011 (Natural Investments has endorsed Enlace’s
campaigns). The establishment of the Black Lives Matter
movement in 2013 and the Movement for Black Lives in
2016 brought renewed media attention to issues such as
police brutality, racial profiling, mass incarceration, and
the many ills of the prison system. The Movement for Black
Lives specifically includes “divestment from exploitative
forces including prisons” in its platform.
The prison divestment movement gained momentum during
the Obama era, when the Justice Department announced
in 2016 that it was phasing out contracts with private
prisons due to safety and security concerns, as well as
falling prison populations (the Departments of Health and
Human Services and Homeland Security, which oversee
the detention of immigrant children and parents, respectively, were not affected by this order). Despite Attorney
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General Jeff Sessions’ reversal of this decision in February
2017, divestment efforts moved forward in various cities and
states. The boards of all five of New York City’s pension
funds passed resolutions in May 2017 requiring divestment
from the private prison industry, and the state of New York
followed suit in July. Other city governments, including
Philadelphia and Cincinnati, have stated their intentions to
fully divest their pension plans. Institutions of higher learning
have also played a key role in the divestment movement as
politically engaged students have pushed their schools to rid
endowments and retirement plans of private prison investments. Columbia University divested in 2015 after pressure
from a student activist campaign, as did the University of
California system.
The socially responsible investment (SRI) community has
also played an important role in advancing the prison
divestment movement. The Investor Alliance for Human
Rights (IAHR) coordinates and amplifies global investors’
voices on human rights issues and has created a guide
to corporate due diligence related to family separation.
Organizations that specifically target endowments, such as
the Responsible Endowments Coalition, are working with
educational institutions on prison divestment campaigns.
As public interest grows, various mutual fund and asset
management companies are now advertising their
divestment from private prison operators.
What is next for the private prison divestment movement?
The immigration and family separation crisis that brought it
to the forefront again this summer continues to evolve. Five
hundred children—including nearly two dozen under the
age of 5—remain in U.S. custody without their parents, and
those working to reunite them are finding that many parents
have already been deported or are too fearful to come
forward. Hundreds of undocumented children have been
quietly moved from foster care and shelters to a sprawling
tent city in a Texas desert.
Meanwhile, a nationwide prison strike that lasted from
August 21 to September 9 engaged incarcerated people
in 17 states to protest unfair labor practices and racial
disparities in the criminal justice system. Activists are now
targeting large institutions; the California State Teachers’
Retirement System, CalSTRS, is currently the target of a
campaign demanding the divestment of $13 million from
CoreCivic and GEO Group. As the divestment movement
gains momentum, investors and the SRI community have
an incredible opportunity to effect meaningful change
through divestment, shareholder advocacy, reinvestment
in communities, and other strategies that make our voices
heard through our financial choices.
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Investing in Carbon Drawdown
Florence show inky black currents of organic matter—
mostly sewage from massive chicken and hog farms in
the area—seeping into the blue waters of North Carolina’s
coastline.
In response to the president’s willful ignorance of our
impending climate crisis, we at Natural Investments have
joined thousands of businesses, universities, cities, and other
institutions in declaring our commitment to climate action.
Although non-renewable energy sources still dominate the
energy market, we are working to reduce fossil fuel reliance
by advocating for fossil fuel divestment and supporting
clean energy investment.

Good News: Fossil Fuel Decline
In encouraging news, energy sector forecasters have been
seeing changes. “According to the Energy Information
Agency, the U.S. government’s energy-tracking department,
2016 will be the first year coal is not the dominant source of
power generation for the U.S. since tracking
began in 1950.” Some analysts predict a
similar decline for the oil industry.
Just as exciting is the fossil fuel divestment
movement around the world, spearheaded
by the advocacy group 350.org. A few
examples include New York City’s plans to
divest $5 billion worth of fossil fuels from
pension portfolios, and Ireland announced
the country would begin to divest from dirty
fuels as well. This slow-but-steady domino
effect of institutional divestment has finally
brought the first fossil fuel giant, Royal Dutch
Shell, to acknowledge in its annual report
that the divestment movement is having a
material impact on the company’s bottom
line. A recent investor report corroborates
the sentiment, stating that nearly $7 trillion
have been pledged or divested to date, and
that the trend is expected to continue.
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and individuals persist in advancing the sustainable and
responsible impact (SRI) investments agenda. A large influx
of SRI funding since December 2016 has analysts projecting
$8 billion in new investor money for alternative energy
infrastructure.

How to Participate
The As You Sow Foundation collaborated with Morningstar
and other funders to create a database called Fossil Free
Funds, giving investors options for mutual funds and ETFs
that do not invest in the largest oil, coal, and gas companies.
The tool also tracks carbon emissions generated by the
listed funds in the capital market.
Here at Natural Investments, we offer Fossil Fuel Free
model portfolios for those who want to minimize the
carbon emission effects of their investments. Contact
us with questions on how to use a prudent approach in
building wealth that has a positive impact on the world—

Houston submerged in Hurricane Harvey’s aftermath

Even Better News: Renewable Energy Growth
Last month, Capgemini Invent released a report with
RE100—a group of businesses committed to 100%
renewable electricity—showing that “a sample of 3,500
companies [RE100 businesses] consistently perform better
than non-members on two key financial indicators: net
profit margin and EBIT margin (Earnings Before Interests and
Taxes). The difference is significant (up to 7.7 percentage
points) and is true across all sectors (most prominently for
IT, telecommunications, construction, and real estate).”
With renewable energy, evidence of a mainstream transition
is seen in the investment world as well. U.S. businesses

environmentally and socially. Our advisors can also point to
opportunities that go beyond the avoidance of dirty energy
and proactively support clean energy technology.
We continue to support investor statements promoting a
clean energy world, and when our client portfolio is not fossil
fuel free, it is comprised of fund companies that are invested
for advocacy purposes to encourage better practices and
transition plans for the fossil fuel sector to cleaner technology.
All of this activity paves the way for the climate change
adaptation moves recommended for the investment world,
to build resilient cities in the years to come.
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The Fight for Shareholder Rights
by Michael Kramer
The frontline battle over the limits of corporate power is
turning into a full-fledged war, as the legislative and executive
branches of the US government accelerate their push to
deregulate companies and curb shareholder influence.
Shareholders like the ones we work with, of course, want
companies to act responsibly and profit without exploiting
employees, communities, and the environment. But we are
up against corporations with an entirely different agenda—
and with hefty lobbying budgets.
In response to the sea change in Washington, socially
responsible investors (SRI), including Natural Investments,
formed the Shareholder Rights Group in 2016. Our mission
is to defend the right of shareholders to engage with public
companies on governance and long-term value creation. We
hired attorney Sanford Lewis to help craft a united response
from leading SRI firms to significant changes underway
at the Securities and Exchange Commission (SEC), some
of which would present major obstacles to shareholders
seeking to advocate for social and environmental responsibility in corporate management. These include:

• The SEC made several decisions during the 2018 proxy
season to exclude shareholder proposals on environmental,
social, and governance (ESG) issues—characterizing them
as “micromanagement.” These decisions marked a stark
departure to SEC opinions during previous administrations,
which were more accepting of proposals that addressed
issues of scope, scale, and time.
Why it’s a problem: Many companies, including those we
work with, appreciate the tenor of shareholder engagement
and are often willing to embrace ESG-based changes. The
exclusion of these shareholder proposals would mean the
loss of helpful guidance, such as greenhouse gas emissions
reduction targets and timelines.
• Companies are substituting shareholder accountability
measures with company proposals that ratify the status
quo. If a company’s management believes that a proposal
does not meet the criteria articulated in the SEC’s new rule
for acceptable proposals, it can write to the SEC staff and
request that it “take no action” if the company omits the
proposal from the proxy statement.
Why it’s a problem: This no-action letter process determines
the fate of many proposals each year. The current SEC has
responded to these company no-action requests by asking
their boards to weigh in on whether proposals received are
“relevant” or address “significant issues for the company.”
• The Financial Choice Act, passed by the House last
year, eviscerates the shareholder participatory process by
confining the filing of shareholder proposals to only the
largest institutional investors. The bill has not yet been taken
up by the Senate, but if it were to pass, it would deliver a
devastating blow to shareholder democracy.

The Securities and Exchange Commission
• Legislation to raise the “yes” vote threshold that a
shareholder proposal must attain in order to be allowed
on the subsequent year’s ballot. Certain sector companies
in manufacturing and extractive industries want to define
low-vote proposals as nuisances by special interest groups.
While the raised threshold legislation doesn’t appear to
have any traction in the Senate, the SEC is asking stakeholders what the appropriate thresholds are and may issue
guidance anyway.
Why it’s a problem: Low-threshold shareholder proposals
are critically important tools for raising awareness about
pertinent issues and can serve as trigger points to pressure
management to negotiate.
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Why it’s a problem: Under current rules, investors who hold
more than $2000 in shares for more than a year are eligible
to file proposals to be considered by fellow investors through
public companies’ annual corporate proxy statements. This
legislation would eliminate a critical tool shareholders use to
engage with one another—and the companies they invest
in—to monitor and assess risks, reform corporate governance, and provide feedback to companies on critical issues.
Natural Investments has met with the commission to relay
our concerns about the SEC’s new direction, including a
meeting I attended with Chair Jay Clayton in May. Corporate
lobbyists, for their part, have brought complaints about
activist shareholders and proxy service firms that provide
advice to (and sometimes vote on behalf of) member wealth
managers. Our response is that many firms engage these
firms precisely because they are in alignment with their own
views and votes.
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Harnessing Privilege for Justice
by Kate Poole
I have learned firsthand from my participation in social
justice movements that privileged people in isolation cannot
end wealth inequality or the close the racial wealth divide.
As a wealthy white person in this country, however, that
wasn’t what I was taught. When I was a student at Princeton

the inaugural year of RSF Social Finance Integrated Capital
Fellowship, Tiffany was working in finance. As we worked
together, our eyes opened to the powerful possibility of our
partnership.
Through our work with each other and with our clients,
we have observed that the most viable strategies and the
deepest transformations emerge from relationships across
race and class. These boundary-crossing relationships can
also be the most challenging—but to disengage out of
fear or discomfort is to miss out on huge opportunities for
systemic change.
It has been exhilarating to map out a partnership structure
to embody our values. How would our politics affect how
we split revenue? How would we handle meetings if the
attention was just landing on me, the white inheritor, and
not honoring the collaborative nature of our work? As
Tiffany wrote in our founding documents:
“We have a shared commitment to multiracial, cross-class
leadership. The racial wealth divide, racism, and classism
have created a chasm in our country. As we fracture along
these lines of identity, we disconnect from the reality that it
will take a diversity of perspectives to restore balance. We
need each other and are stronger together.”

Kate Poole (left) and Tiffany Brown are the newest additions to the Natural Investments team.
University, I was told that poverty and climate change were
problems that we, as intelligent individuals, could solve with
technical innovation and social entrepreneurship. What I
learned outside the classroom is that poor people are the
experts on poverty; black activists are the experts on antiblack racism; and any attempt to solve a social problem must
be shaped and guided by those who are most impacted.
When I first met Tiffany Brown in 2013, she was working
with Resource Generation, an organization that organizes
wealthy young people to become leaders in the movement
for a more equitable distribution of wealth, land, and power.
After a decade of working with Be Present, an organization
focused on internal and interpersonal transformation, she
was skilled at bringing her perspective as a Black, mixedrace woman from a working-class background to her work
for systemic change. I was just beginning my own journey
of reckoning with my wealth, which would eventually lead
me to organize other inheritors to invest in wealth redistribution and reparations loan funds. By the time our paths
crossed again, when we were both selected as fellows in

Our approach is to move financial advising relationships
out of isolation and into community in order to transform
the entrenched, unjust financial practices of our current
system. We are currently bringing together a small group
of inheritors to decode their investments, reflect on their
histories, transform familial financial patterns, and work with
innovative financial activists to experiment with emergent
investment strategies. Working collectively breaks down
patterns of isolation, perfectionism, and individualism,
while building shared analysis and practices.
As we mapped out our cohort and investment advising
offerings, we knew we wanted to join a values-aligned
investment advisory firm. With its commitment to local and
alternative investing, Natural Investments is an excellent fit
for us. When we traveled to meet the Natural Investments
team, we shared some of our experiences from working
with millennial activists and guided the team through a
timeline activity to trace how racial injustice, discriminatory government programs, and white supremacy in this
country have shaped who has access to wealth. We were
struck by the open heartedness and kindness of the Natural
Investments team, as well as their deep commitment to
justice. As we strive to embody new ways of investing in
racial and economic justice, Tiffany and I are excited to join
the Natural Investments team.

v
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Weaning Off Wall Street
by Hal Brill, Michael Kramer, and Christopher Peck
Excerpted and adapted from The Resilient Investor
The world in which we live is volatile, uncertain, complex
and ambiguous. There’s an unfathomable intertwining of
relationships that underlie the global economy and the
physical world, making predictions virtually impossible. As
financial advisors, it hasn’t been easy for us to overcome
our desire for certainty about where the world is heading.
But once we acknowledged that the world may not be
sitting on the most solid of foundations, and that our clients
hold a range of views about our possible futures, it became
essential to explore strategies that speak to both emerging
innovations and local resilience.
Even a few years ago,
such a multifaceted
approach would have
been impractical, as
there were few opportunities to invest in
alternative
strategies.
Today, we are energized
by the explosion of
socially
responsible
investing (SRI) options
that don’t come from
Wall Street. In recent
years, formerly obscure
niches such as international microfinance,
local food systems,
and “social purpose
bonds” have catapulted
into categories recognized by institutional
investors.
One option we particularly like is the “Close Think globally, invest locally.
to Home” strategy,
which brings economics back to its roots: the household,
the community, and the structures and systems that support
our most fundamental well-being. Close to Home investing
recognizes that much of what we already spend time,
money, and attention on are rightly considered investments,
including our personal health and skills, family and home,
community organizations, and our intimate, professional,
and community relationships.
Today, it’s rare for people to consider investing in one’s
hometown, but in the past, this was the only place where
most people spent, loaned, and invested their money; even
our time at work was usually at a local business, rather than
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as part of the global economy. Now, as then, the lion’s share
of our time (at least away from work) is spent close to home,
and a big chunk of investment wealth may be here as well:
our literal home—a house and land—is the largest (and
often only) asset many people own.
In Local Dollars, Local Sense, a thorough survey of the
local investment movement, Michael Shuman makes a
compelling case that small businesses comprise about
half the GDP of the United States, but most investors are
completely missing out. Overinvesting in Wall Street and
underinvesting in Main Street is a diversification problem
that we aim to help you overcome. A simple guideline for
this strategy is to invest
in what you know, in
what you can see and
touch, and in who and
what’s around you.
Local investments that
are close at hand are
easier to track and
influence; when you’re
close to what you’re
invested in you can
intervene if there’s a
problem and weigh in
on positive change.
Close to Home is
fundamentally
about
intimate, face-to-face
relationships. Returning
more of our focus to
this time-tested strategy
represents a rebalancing, as we step back
from our immersion
in a global system that
Don Shaffer, formerly of RSF Social Finance describes as
“complex, opaque and anonymous, based on short-term
outcomes,” and we begin to embrace the virtues of local
engagement, which is “direct, transparent, and personal,
based on long-term relationships.” Shopping at the farmers
market you exchange cash for carrots. You can see exactly
how orange and crisp they are and talk with the farmer
who grew them—if the carrots are sweet, you’ll be back for
more. The Close to Home Strategy seeks to apply the same
immediacy and connection to its other investment activities.
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What’s Up on Wall Street
by Scott Secrest AAMS®
Stock markets were generally higher over the waning
months of summer, with stocks of large US companies for
the quarter up by 7.7%, small U.S. companies up 3.6%, and
foreign stocks up 1.4%. Bonds, broadly measured, were flat
for the quarter, though down 1.6% so far this year.

recessions by interest rate increases that proved too weighty
for economies to withstand. Accelerating Fed interest rate
hikes could be the consequence of excessive growth and
could ultimately usher in a U.S. recession.
Trump-era tax cuts have been primarily credited with
spurring recent economic activity, although at great cost.

Trade tensions have remained front and
center in economic news as the administration has continued to press for additional
tariffs, as announced during the quarter.
However, vigorous growth of the U.S.
economy, fueled by tax cuts, has served to
allay trade war concerns among investors
for now. Third quarter profitability at large
U.S. companies is projected to grow by a
noteworthy 19% over the same period a year
ago. Corporate profitability is considered a
primary driver of stock market valuations.
While economic growth has supported
stocks this year, bond prices have stumbled.
In a counterintuitive twist, upbeat economic
reports can be unwelcome news for bond
investments. This is because a fast-growing
economy may invite further interest rate
increases from the Fed to slow the pace of
growth, and economic growth is normally inflationary. Both
of these conditions—rising rates and the threat of inflation—
have decreased bond values over the year. While Natural
Investments selects a range of sustainable bond investments
intended to mitigate the full burden of these influences, a
roaring economy still creates pressure for most bonds.
Speaking of a roaring economy, how much roaring is too
much? For most of the decade since the Great Recession,
U.S. economic growth has run at an annual pace of about
2%, give or take. The long-term growth rate in the U.S.
has been about 3.25%, though this has been accompanied
by frequent and often painful boom and bust cycles. The
(annualized) growth rate for second quarter was 4.2%—
nearly a third higher than the long-term average. This is a
substantial deviation from the historic average and may be an
advance warning of an overheating U.S. economy. The chief
risk of this feverishness would be a sudden and steep leap in
inflation, which would require an extraordinary Fed response
(most likely a significant, rapid rise in interest rates).
The last two recessions were brought on by the bursting of
market bubbles: first the dot-com stock market bubble in
the early 2000s, then the housing bubble starting in 2006.
However, these two recessions were exceptions to the rule
since the end of the Second World War. To cool growing
economies, the Fed itself has triggered many of the post-war

According to the Washington Post, when Trump was
running for president, he once promised to eliminate the
national debt within 8 years. But projected deficits have
exploded on his watch. The U.S. annual budget deficit is
projected to grow by 18% in 2019 and will hit $1 trillion by
2020, according to the Congressional Budget Office. With
a hefty tax-cut in hand, those who have howled for fiscal
responsibility in the past have been silent.
The administration has issued budgetary objectives for 2019,
including double-digit spending cuts to the Environmental
Protection Agency, the Labor Department, the State
Department, Medicaid, SNAP (food stamps), and Section 8
housing. The plan would eliminate student loan forgiveness
for those going into public service and add $700 billion to
defense spending over 10 years.
Perhaps this is the cost of “greatness.” Given our apparent
national priorities, the prescient “It’s the economy, stupid”
quotation from then-presidential candidate Bill Clinton in
1992 seems to remain a truism. Much can be ignored when
the economy grows. Mahatma Gandhi’s famous contrasting
view, “A nation’s greatness is measured by how it treats its
weakest members” is certainly worth reflection in today’s
environment.
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