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Introduction
For centuries religion has been one of the most potent passion to move men to either do
great things or that of disastrous effect on others. Undoubtedly religion has influenced the history
of this world and shaped it into what it is now. Religious belief can be defined as a personal
belief that dictates a person’s life. It is reasonable to believe that religion also influences a
person’s everyday decision. “Whatever you do, do it all for the glory of God.” This is a verse
that many Christians adhere their life to. This verse indicates that any decision or action must be
in line with their faith, and glorifies God. This mindset can extend to financial decisions.
According to the Huffington post the top 3 beliefs are: (1) Christianity with 2.3 billion, (2)
Muslim with 1.5 billion, and (3) nonreligious or atheist with about 1 billion people. This paper
seeks to explore the intersection between religion and finance by focusing on the case of
religiously affiliated mutual funds.
Where once it was deemed that religion and finance had no room together, for how can a
“man serve both God and Money,” there has now been an agreeable union in the form of
religious investing. Since religion is an important factor when making decision, there has been an
increase in demand for religious investment. This has brought an increase in popularity for
religious mutual funds. Religious mutual funds can be seen as a subset of a group of mutual
funds called Social Responsible Mutual Funds which seeks to invest in only those firms that
meet their criteria. Social Investment Forum defines “Sustainable and responsible investing
(SRI) is an investment discipline that considers environmental, social and corporate governance
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(ESG) criteria to generate long-term competitive financial returns and positive societal impact.”
SRI thus undergo a rigorous screening process assuring themselves that they meet the criteria.
Therefore, religious mutual funds tend to shy away from investing into “sin stocks” such as
alcohol, tobacco, and gambling. Moreover, Protestant funds tend to avoid investing in industries
that promote pornography, abortion, or same sex marriages (Peifer, 2011). Many Catholic funds
also avoid industries that are environmental polluters, that has excessive executive packages, or
those that have poor labor relations. Yet there remains a doubt on how effective a religious
mutual fund would be compared to a regular mutual fund who is not constrained with
eliminating undesirable investment.
This paper looks to compare the performance of Christian Mutual fund in the United
States to a suitable benchmark. Mutual funds have become a popular tool of investment since it
allows the individual investor to pool their funds with others and thus have a diversified portfolio
managed by a professional. According to the 2012 Census, at the time there are 7,581 mutual
funds, in other words, 44% percent of US household population owns mutual fund. Since
religious people have an added constraint to their investment choices, mainly investment cannot
compromise their values, this may affect their diversification value. There has been many
literature that looks at SRI mutual funds’ performance versus a benchmark and there has even
been some research looking into Islamic finance, this paper seeks to contribute by focusing on
Christian mutual funds. The different types of fund that this paper will look at is: Protestant
Funds and Catholic Funds. This paper will seek to answer the following questions: How does
Christian fund compare with each other? How do they compare against a benchmark? And how
did the Christian fund perform before, during, and after the Financial Crisis. This paper differs
from others that it looks at Christian funds. Past literature related to this topic has focused on
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either SRI funds or Islamic funds, none that I am aware of looks exclusively on Christian funds.
Also this paper differs from existing literature that it will look at the effect of the recent financial
crisis on their performance.

Literature Review
SRI funds comprises only those firms that practice social responsibility such as
environmental policies or charitable donations. This requirement may be a hindrance to firms.
Literature shows two main camps of thought regarding social responsibility. One side argues that
engaging in social responsibility is costly and thus is an economic disadvantage for competitive
markets (Friedman, 1970, McWilliams & Siegel, 1997). They claim that money used in
complying with social responsibility requisite means sacrificing potential profit making projects
and as a consequence a drop in their potential net income. Yet it has been stipulated by a second
group of researchers that engaging into social responsibility is actually a competitive advantage
since it attracts investors, resources, quality employees, customers, and creates other unforeseen
opportunities (Cochran & Wood, 1984; Waddock & Graves, 1997; Greening & Turban, 2000).
So by engaging in social responsibility the firms are in essence receiving some good publicity
thus in the long run will be beneficial for them.
Although social responsible investing has grown and it keeps the investors feeling better
about themselves and the work their money is doing; does it perform better than the conventional
mutual funds? There has been a number of papers that look at this topic yet the result still seems
unresolved. Guerard 1997; Diltz 1995; Hamilton et al. 1993 found that SRI perform as well as
benchmark portfolios. In other words, even though SRI firms had restricted investment, there is
no real benefit to holding a SRI portfolio but there is no harm either. Statman, 2000;

3

DiBartolomeo & Kurtz 1999 however found that SRI perform better than normal portfolios. SRI
funds benefit from their intense screening process which effectively eliminates the poor
performing firm’s thus resulting better performance than the benchmark. Yet another group of
researchers found that SRI perform worse than the benchmark (Geczy, Stambough, and Levin
2003). Since SRI investment add a constraint to the investment choices for their portfolio thus
excluding not only certain stocks, but many times whole industry, this decreases the
diversification benefits of the fund thus explaining the worse performance (Goldreyer and Diltz
1999). Barnett & Saloman (2006) explains that when a fund undergoes intense screening then it
will result in over-performance since it eliminate poor firms. On the other hand, if it does very
few screening than it may still over-perform because their funds tend to exhibit more
diversification. Yet those funds that are stuck in the middle with their screening process does not
tend to do well. As can be seen through literature, these mixed reviews show that the
performance of SRI is still unsettled.
There is another subcategory of the SRI fund which is the religious funds. Yet Forte &
Miglietta (2007) found that though religious fund are seen as a subcategory of SRI funds they
should be seen as something different. Religious funds or “faith-based funds” show different
characteristics from SRI funds that are easily distinguishable. Religious funds thus are
distinguished by the values they adhere, there asset allocation, risk, and econometric profile.
Recently, researchers’ eye has turned to Islamic Financing and Islamic mutual funds. Rubio,
Hassan & Merdad (2012) found that Islamic funds do not lose efficiency and are an effective
investment opportunity. In other words, although Islamic fund must adhere to strict Islamic law,
there is no difference in performance. Therefore, Islamic funds is a good alternative for investing
while still upholding to Sharia law. Hoepner, Rammal & Rezec (2001) also studied Islamic
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mutual funds in twenty different countries. Their finding are that they cannot determine whether
Islamic fund generally under or over-perform, yet that national characteristics are important to
explain fund performance. Interestingly they found that those funds located in countries where
the largest Islamic financial centers were located tended to perform competitively and even
outperform international equity market benchmark. On the other hand, those funds located in
countries with less developed Islamic financial services or where the predominant religion was
Christianity, tended to underperform their benchmark. Though there is not any literature that
looks at Christian mutual fund performance, this article hopes to increase further insight on this
topic. There are indication that religion tends to make individual and firm more risk averse, thus
the portfolio structure may be more conservative in nature (Hilary & Hui, 2009). Interestingly
enough, of the two major Christian factors, Catholics exhibit less aversion to speculative risk
than Protestants (Shu, Sulaeman, & Yeung, 2012). Due to this risk averse attitude, how did these
religious fund perform during recent financial crisis compared to their counterparts?

Data
Christian Fund Data
When looking at Christian mutual funds there are two different subsets: Protestants and
Catholics. Though they have the same origins, they have evolved into although familiar yet very
different religions. These two sects have a rich history of rivalry where the Catholic Church was
the predominant power and wealth until the last couple of centuries. Interestingly, now those
countries that are prevalently Protestant seem to be better off than the Catholic countries. One
reasoning is that protestant countries have better education (Becker & Woessmann, 2009). Max
Weber (1904) attributes this to Protestant work ethics and their influence in developing
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capitalism. Protestant are taught that their hard work glorifies God. They also takes Paul
admonish seriously when he stated that “those who do not work does not eat.” Catholics on the
other hand has a different cultural mind set. Catholics have been raised to believe in charitable
work. Roman Catholics also have a stronger preference in government economic intervention or
the redistribution of wealth. Also they have closer family ties than Protestant culture. Overall
Arruñada (2010) finds that “Protestant values shape a type of individual who exerts greater effort
in mutual social control, supports institutions more and more critically is less bound to close
circles of family and friends, and holds more homogenous values.” Yet even in the general
Protestant sect there are various different denominations that make up the Protestant church.
These are somewhat similar except for some theological point differences. Their ethics are also
somewhat similar although some denominations like Baptist and Methodist are strictly opposed
to any alcoholic consumption and tobacco use.
This paper will focus on these two sect of Christianity taking into account they contain
different ethical values as well as risk tolerance. The specific funds that will be looked at are:
from the Protestant Family: Thrivent Financial fund, Praxis fund, New Covenant fund,
Guidestone fund, and Timothy Plan fund. From the Catholic family: Ave Maria fund and LKCM
Aquinas fund.
Fund Background
Thrivent Financial is an organization set up for Christians that holds close ties with the
Lutheran Church and is the largest fraternal benefit society in the United States. The Thrivent
Financial is one of the oldest religious financial services first known as the Lutheran
Brotherhood which first started selling mutual funds in 1970. The Thriven fund is undoubtedly
the largest group of the faith-based funds and also has the most diverse in terms of ideology.
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They do not really uphold to any specific investing mandate or social screens. They even are
known to invest in Plan Parenthood which brought about a great controversy.
Everence Financial service (Praxis) is a ministry of the Mennonite Church USA started in
1945 which offers many different type of services for individuals, organization and
congregations. Everence screening process adheres to their stewardship investing core values:
respect, build, demonstrate, exhibit, support, and practice. Everence thus invest in companies that
respect human right and ethnic and cultural diversity. They shun any company that promotes
violence such as weapons production and military contracting. They invest in countries that
conduct in equal opportunity and fair compensation to their employees as well as companies that
have sound corporate governance. They also positively screen those companies that support and
develop their communities with their own resources. And lastly they invest in companies that
promote natural and environmental welfare.
New Covenant Funds is a part of the Presbyterian foundation group that makes their
investment decisions which are consistent with views adopted by the General Assembly of the
Presbyterian Church. The screening process avoids the gambling, alcohol and firearm industry.
They also have positive screening for companies that hold fair treatment to employees and
invests in their communities. However New Covenant does make a note that they may at times
invest in companies that has been recognized as being in conflict with the principles held by the
Presbyterian Church.
Guidestone, founded August 2001, belongs to the Southern Baptist denomination and is
United States’ largest screened Christian fund. This fund is much more social conservative than
the last few funds. Their goal is to provide high-quality, comprehensive mutual fund for
individuals, foundations, retirement and other investment causes while adhering to their
7

Christian values. They have an intense screening process against those companies that deals with
liquor, tobacco, gambling, pornography, the abortion industries or any company who are
irreconcilable to the Christian moral and ethics that Guidestone adopts.
The Timothy Fund was begun in 1992 by Arthur Ally. His purpose was to implement a fund
that will more properly screen based on Christian value. Their goal is to be good stewards of
what God has entrusted them. They mainly screen against 7 activities: abortion, pornography,
entertainment that promotes violence and sexual immorality, alternative lifestyle, alcohol,
tobacco and gambling.
The Ave Maria mutual fund is the most prominent catholic-oriented mutual fund. They hire
Schwartz Investment Counsel, Inc. as adviser for their mutual fund. Their mission is to provide
superior financial services while keeping with the Catholic teachings. Ave Maria holds on to a
pro-life, pro-family philosophy. Their moral screening identifies companies and determines
whether they are compliant towards the Catholic Church’s values. These values mostly regard
teachings in abortion, pornography, and policies that undermine the holy sacrament of marriage.
Luther King Capital Management (LKCM) Aquinas was founded in 1979 as an advisory firm
committed to select equity based on Catholic values. There are committed in providing a solid
finance performance while keeping in line with the Catholic values. They follow the investment
guidelines set by the United States Conference of Catholic Bishops. They screen against
companies that engage in abortion, embryonic stem cell research and weapons of mass
destruction. Along with this moral screening they also screen against companies that have poor
environmental, human right records and employment records. This fund however not only
screens against companies, but also take a proactive stand discussing with companies about their
practices that may come into conflict with their guidelines.
8

Many of these Christian funds are similar and they screen against some of the same
industries yet they all have different core values that they wish to adhere to. Some of these funds
are stricter than other, some are more morally bound than others. The question becomes than
does this make a difference in performance.
Mutual Fund Data
The number of mutual funds have increased precipitously over the last few decades. A
proportion of this has been due to the growing number of interest to investing in line with their
values. This paper will seek to concentrate on the Christian mutual funds. The mutual fund that is
used for this study is growth and value equity fund from the Protestant and Catholic Family
Funds. The data that is used is daily data from 2007-2014. There are also sub categories: PreFinancial Crisis, Jan 1, 2005 – Jan 1, 2007; Financial Crisis, Jan 1, 2007 – Dec 1, 2009; and
Post-Financial Crisis, Jan 1, 2010 – Jan 1, 2014. The benchmark used is S&P 500 Growth and
S&P 500 Value Index. This is a suitable benchmark with the Christian mutual funds.
The most popular type of fund for Christian mutual fund are equity in nature specifically they
all possess two different categories: value and growth. Value mutual fund are those funds that
invest in value stock. Value stocks are those which investors believe are undervalued and thus
sold at a price below the intrinsic value. Value stocks are also perceived to be safe investment
thus are usually mature companies that pay dividend. Thus these stock have higher income than
growth stocks. Growth stocks on the other hand are those stocks that investors believe will grow
faster than the overall stock market. These stocks tend to reinvest their earnings instead of paying
out as dividends. Investing in growth stocks may be risky since if the market falls the growth
stocks tend perform even worse.
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Table 1 shows the total return over the last five years, the total net asset value, as well as the
number of funds for all the religious family fund with exception of the Timothy Plan
(Morningstar does not have data available for the family fund). Thrivent Financial is the largest
fund family in terms of net asset value followed by Guidestone. The remaining four are much
smaller in value with Praxis Mutual being the smallest. Although Praxis mutual is the smallest, it
is the only fund in 2014 to beat the category average. The descriptive statistics are shown in
Table 2 for the full sample (May 2007 – July 15, 2014). The highest mean return is the risk free
rate which is the 3-month Treasury Bill. The highest mean for the religious funds are Ave Maria
Growth and Praxis growth. The max return was 13.2% return from Thrivent Growth while the
lowest return was -13.4% for Guidestone Growth. Shu et al. (2012) found that Catholics tend to
take more risk than Protestants. Yet the standard deviation tells a different story. In fact, all fund
have similar standard deviation with the highest belonging to a Protestant fund: Praxis value. So
the question is how these funds compares to a benchmark or the market do.

Hypothesis
They hypothesis can be simply stated whether the religious mutual fund outperform the
benchmark and market.
𝐻0 : 𝑅𝑖,𝑡 ≤ 𝑅𝑏,𝑡
𝐻𝐴 : 𝑅𝑖,𝑡 > 𝑅𝑏,𝑡
The null hypothesis is that there is no difference in the performance of the religious fund and
market or benchmark. Due to the added constraints this decreases the diversification benefits of a
normal mutual fund. Benchmarks that are sufficiently diversified has the advantage over
religious mutual fund. The alternative hypothesis is that the return of the religious fund (Ri,t) is
greater than the benchmark (Rb,t). Since religious mutual fund require extra management, they
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benefit from manager’s close care and thus tend to do better than the benchmark. This could
further be explain that faith-based mutual funds are managed by those who share the same faith
they have an added incentive to perform well. Another goal in this test is to also compare the
religious mutual funds with each other. The two largest family fund, Thrivent and Guidestone,
for example are very different. How do these two compare to each other? Thrivent is a fund than
does not actively screen their funds while Guidestone is very conservative and intensively
screen. Or what of Praxis and Timothy Plan, where Praxis has more social screening, Timothy
Plan has a more moral screening process. And a more interesting question is: How does the
Protestant fund compares with those of Catholic funds? Past literature claims that Protestant
funds are more risk-averse than Catholics, is this claim supported by evidence? Another new
issue to consider is how the financial crisis effected the performance of these religious funds
compared to the benchmark. These are some of the questions that will be tested out in the next
section.

Methodology
When comparing performance of mutual funds, two popular ratios are the Sharpe ratio
(1966) and Treynor ratio (1965). These two ratios are similar in theory and practice. The
numerator is calculated by finding the excess return, the portfolio return subtracted by the risk
free rate, divided by the standard deviation.
𝑆ℎ𝑎𝑟𝑝𝑒 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝜎
where 𝑅𝑝 the return of the portfolio is, 𝑅𝑓 is the return of a risk-free asset, and 𝜎 is the standard
deviation of the portfolio. Thus the Sharpe ratio calculates the excess return per unit of risk. The
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higher the Sharpe ratio the better since it indicates that the portfolio has performed well relative
to the risk. However if this ratio becomes negative it indicates that the investment in the portfolio
is not worth the risk thus a risk-less alternative is preferable. The Treynor ratio is similar with the
same numerator but divided by beta instead of the standard deviation.
𝑇𝑟𝑒𝑦𝑛𝑜𝑟 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝛽
where 𝑅𝑝 the return of the portfolio is, 𝑅𝑓 is the return of a risk-free asset, and 𝛽 is the systematic
risk. Treynor ratio thus use market risk, beta, instead of total risk, standard deviation. It is infer
that since only market risk cannot be diversified away, it is the most important unit to be
considered. Another customary measure used is the Jensen’s alpha (1968).
Jensen’s alpha = ∝ = 𝑅𝑝 − [𝑅𝑓 + 𝛽(𝑅𝑀 − 𝑅𝑓 )]
where 𝑅𝑝 the return of the portfolio is, 𝑅𝑓 is the return of a risk-free asset, and 𝑅𝑀 is the market
return. This is another performance measure that presents the abnormal return of portfolio over
the theoretical expected return given by the capital asset pricing model. Jensen’s alpha is thus
calculated by the capital asset pricing model (CAPM):
(𝑅𝑝 − 𝑅𝑓 ) = ∝ +𝛽(𝑅𝑀 − 𝑅𝑓 )
The alpha in this model is the y-axis intercept of the excess return and thus signify a type of
active return. If the value is positive, then it signifies that the portfolio is earning an excess return
thus outperforming the benchmark. Thus a positive alpha is positive news since it indicates that
the portfolio “beats the market.”
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The last measurement that will be used in this paper is also very well known: the Carhart
model (1997). The Carhart model is an adaptation of the three-factor Fama and French (1993)
model. Essentially, Carhart is combining the CAPM model, Fama and French model, and
Jegadeesh and Titman’s (1993) momentum factor:
(𝑅𝑝 − 𝑅𝑓 ) = ∝ +𝛽𝑖,1,𝑡 (𝑅𝑀,𝑡 − 𝑅𝑓,𝑡 ) + 𝛽𝑖,2 𝑆𝑀𝐵𝑡 + 𝛽𝑖,3 𝐻𝑀𝐿𝑡 + 𝛽𝑖,4 𝑀𝑂𝑀𝑡 + 𝜀𝑖,𝑡
where (𝑅𝑝 - 𝑅𝑓 ) is the excess return of the portfolio , (𝑅𝑀,𝑡 − 𝑅𝑓,𝑡 ) is the excess return of the
market, 𝑆𝑀𝐵𝑡 is Fama and French’s “small minus big” factor which is a size loading factor and
takes the three smallest portfolio minus the three biggest portfolio. HML is the “high minus low”
factor which is a value loading factor that takes two value portfolio and subtract it by two growth
portfolios. MOM is the monument factor that shows that stock prices have the tendency to
continue the same movement and direction as before. Therefore if a stock has strong past
performance than it should continue to have strong performance in the next period. The Carhart
model thus looks at the excess return for the fund and the different risk factors associated with it.
Fama and French (2008) also endorses using the Carhart model for mutual fund performance
With these ratios and models, it will be determined how the religious mutual fund
perform against a benchmark and against the market. Furthermore, using these traditional
models, it can be observed how the financial crisis effected the fund performance.

Empirical Result
The empirical result from the chosen methodology is interesting. Table 3 gives the result
of both the Sharpe ratio and Treynor ratio for the full sample data. What is clearly obvious is that
all the ratios from both the Protestant and Catholic mutual funds are negative. This indicates that
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investing in these funds is not beneficial, instead, investing in a riskless asset would be better.
Yet these figures show that the benchmark portfolios are also negative and even more so. The
results for the Jensen’s alpha is given in table 4. The Jensen’s alpha narrates a more
comprehensive story. The Jensen’s alpha shows that most of the religious funds’ alpha are
statistically insignificant. This means that the performance of these funds are not any different
from the market. From all these funds, only the New Covenant growth and Praxis growth funds
are negatively significant while the Praxis value fund is positively significant. So during the full
sample these two growth funds tend to underperform the market while Praxis value fund tends to
over perform the market.
Pre-Financial Crisis
How did the religious fund do during the time before the financial crisis? The Sharpe and
Treynor ratio shows similar results as in the full sample. Table 5 shows that the religious funds
ratios is lower than the growth and value benchmark. Table 6 shows that before the financial
crisis, the Jensen’s alpha indicates that religious growth some fund over-perform the market.
Guidestone growth, Thrivant Financial growth, Timothy Plan growth, and Aquinas growth fund
are positively significant, Timothy plan value also over-performs. This outcome makes sense
since growth funds do well when the market does well. Also the other funds are insignificant. So
although the value funds does not over perform, it still does no worse than the market, thus it is a
suitable investment optional.
Financial Crisis
During the financial crisis again the ratios are negative as shown in Table 7, but in fact
there are a few funds that has lower ratio than their benchmark (Guidestone Value, Thriven
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Value, Timothy Plan Value, and Aquinas growth. During the financial crisis, there is similar
pattern as the full sample as shown by Table 8. This may be because the financial crisis period is
a big proportion of the overall sample. In table 8, again the growth funds are seen to
underperform the market. Mainly New Covenant growth, Praxis growth, Thrivent growth,
Timothy Plan growth, Ave Maria growth and the Aquinas growth fund underperform. Only
Praxis value and Thrivent value over perform at the 5% while Aquinas value also over performs
at the 10% level. This makes sense since growth funds are riskier and tends to perform poorly
during economic downturns. Thus Praxis value and Thrivent value are good substitute for market
index, although only Praxis value is above the benchmark.
Post-Financial Crisis
The Sharpe ratios in Table 9 shows that only Praxis value and Ave Maria value fund has
lower ratio than value benchmark. While many of the religious growth fund (Guidestone
growth, New Covenant growth, Timothy Plan growth, and Aquinas growth fund) are lower than
the benchmark fund ratio. Table 10 shows that none of the alphas are statistically significant.
Since the end of the financial crisis there is no evidence that the religious funds have perform
better or worse than the market. Many of the funds that had perform well before the financial
crisis has not yet been able to completely recover to their pre-crisis returns. Another more
plausible explanation is that in those few years before the Financial Crisis many funds were
riding the asset bubble and taking advantage of market timing. Now after the financial crisis the
market has corrected itself and thus making it more difficult to “beat the market.”
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Carhart Model
The Carhart model includes the market risk along with 3 other factors. Table 11 shows
the result of the Carhart 4 factor model. The earlier CAPM model indicated that all funds’ beta
are significant and close to one. This indicates that all religious funds not only suffered market
risk, but still followed the market closely. The Carhart model confirms this assessment. Along
with market risk however many religious funds show an indication of SMB and HML risk as
well. Interestingly enough Praxis Value and Guidestone value are not exposed to size risk. The
momentum factor also provides interesting insight. While it was mainly insignificant few years
prior to the Financial Crisis, since the financial crisis it has become significant for most funds.
After controlling for additional risk there is some evidence of change in some alphas. . In the full
sample, after accounting for other types of risk, Guidestone growth and Thrivent growth
becomes positively significant, Praxis growth becomes insignificant, and Praxis value and Ave
Maria value becomes insignificant. Before the financial crisis many of the positive alphas
become insignificant while New Covenant growth and Ave Maria value and growth fund
become negatively insignificant. So after accounting for the additional risk that they faced before
the crisis, they under-performed the market. During the Financial crisis, there has also been some
swap in signs, namely Guidestone growth and Thrivent growth again became positively
significant, while Praxis value and Ave Maria value become negatively significant. The results
for Post Financial crisis remained insignificant.
The results of this paper shows that during non-financial crisis periods that religious
funds tend to out-perform the market or perform the same as the market. This is a strong
implication for those individuals who desires to invest in a fund that aligns with their religious
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values. During Financial crisis however most funds will be on par with the market yet religious
growth fund has more potential to underperform the market

Conclusion
Religious mutual funds are a good type of investment for individuals who wish to invest
into a fund that is aligned with their moral and religious values. There are many different funds
available for these type of individuals. In the Christian funds the largest funds are Thrivent,
Guidestone, Praxis, Timothy Plan, and New Covenant funds for the Protestant sect and Ave
Maria and Aquinas fund for the Catholic sect. Using different methodology the results show that
during non-financial crisis that Christian funds performed no worse than the market. During the
Pre-Financial crisis however there were moments the funds out-perform the market. During the
financial crisis however many of the religious funds suffered, in particular New Covenant growth
which is a smaller fund has performed poorer in most occasions. The two better performing
funds seems to be Guidestone and Thrivent Financial which are also the largest funds. Also the
Protestant fund seems to outperform the Catholic mutual funds.
This paper of course can be improved by looking at other religious funds. There has been
a great deal of research done in Islamic Finance and thus it could be included in this paper. It
would be interesting to compare Christian mutual funds with Islamic mutual funds. I would also
like to expand this preliminary work by including other types of funds like income funds and
balanced funds. Also I would use different benchmark in the regression model. Also newer
methodology should be used to make this paper more robust. The methodology used in this paper
are mainly traditional and thus less conventional methods should be used. Another interesting
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aspect would be to compare international funds with domestic funds. This paper has a lot of
room for expansion and improvement.
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Table 1: Christian Mutual Funds
Compare returns over the last 5 years with industry average in billions. Recent number of
funds in each family fund and total net assets.
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Table 2: Descriptive Statistic of Christian Mutual Fund
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Table 3: Sharpe and Treynor Ratio
Where EXRET is the excess return of the mutual fund and risk-free rate, and Beta is the slope of the
portfolio and the market return.

𝑆ℎ𝑎𝑟𝑝𝑒 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝜎
𝑇𝑟𝑒𝑦𝑛𝑜𝑟 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝛽
This table shows the Protestant mutual fund, the Catholic Mutual funds, as well as the benchmark ratios
for the full sample (5/2/2007 – 7/15/2014)
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Table 4: Jensen's Alpha
Using the CAPM formula to find Jensen’s alpha which will indicate whether the
fund out-performs the market. The p-values are in parenthesis.
(𝑅𝑝 − 𝑅𝑓 ) = ∝ +𝛽(𝑅𝑀 − 𝑅𝑓 )
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Table 5: Sharpe and Treynor Ratio (Pre-Financial Crisis)
Where EXRET is the excess return of the mutual fund and risk-free rate, and Beta is the slope of the
portfolio and the market return.

𝑆ℎ𝑎𝑟𝑝𝑒 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝜎
𝑇𝑟𝑒𝑦𝑛𝑜𝑟 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝛽
This table shows the Protestant mutual fund, the Catholic Mutual funds, as well as the benchmark ratios
for the full sample (1/1/2005 – 1/1/2007)
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Table 6: Jensen’s Alpha (Pre-Financial Crisis)
Using the CAPM formula to find Jensen’s alpha which will indicate whether the fund
out-performs the market. The p-values are in parenthesis.
(𝑅𝑝 − 𝑅𝑓 ) = ∝ +𝛽(𝑅𝑀 − 𝑅𝑓 )
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Table 7: Sharpe and Treynor Ratio (Financial Crisis)
Where EXRET is the excess return of the mutual fund and risk-free rate, and Beta is the slope of the
portfolio and the market return.

𝑆ℎ𝑎𝑟𝑝𝑒 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝜎
𝑇𝑟𝑒𝑦𝑛𝑜𝑟 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝛽
This table shows the Protestant mutual fund, the Catholic Mutual funds, as well as the benchmark ratios
for the full sample (1/1/2007 – 12/1/2009)
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Table 8: Jensen's Alpha (Financial Crisis)
Using the CAPM formula to find Jensen’s alpha which will indicate whether
the fund out-performs the market. The p-values are in parenthesis.
(𝑅𝑝 − 𝑅𝑓 ) = ∝ +𝛽(𝑅𝑀 − 𝑅𝑓 )
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Table 9: Sharpe and Treynor Ratio (Post -Financial Crisis)
Where EXRET is the excess return of the mutual fund and risk-free rate, and Beta is the slope of the
portfolio and the market return.

𝑆ℎ𝑎𝑟𝑝𝑒 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝜎
𝑇𝑟𝑒𝑦𝑛𝑜𝑟 𝑅𝑎𝑡𝑖𝑜 = (𝑅𝑝 − 𝑅𝑓 )/𝛽
This table shows the Protestant mutual fund, the Catholic Mutual funds, as well as the benchmark ratios
for the full sample (1/1/2010 – 1/1/2014)
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Table 10: Jensen’s Alpha (Post - Financial Crisis)
Using the CAPM formula to find Jensen’s alpha which will indicate whether the fund
out-performs the market. The p-values are in parenthesis.
(𝑅𝑝 − 𝑅𝑓 ) = ∝ +𝛽(𝑅𝑀 − 𝑅𝑓 )
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Table 11: Carhart 4- Factor Model
The Carhart model uses the 3 Fama French Factor which is the Market risk (R M,t − R f,t ) and
also includes Small-minus-Big factor (SMB) and High-minus-Low factor (HML). The Carhart
also includes Jegadeesh Momentum factor. This table provides the coefficient and the p-value in
parenthesis for the full sample, the Pre-financial crisis sample, the Financial Crisis sample, as
well as the Post-Financial Crisis sample.

(R p − R f ) = ∝ +βi,1,t (R M,t − R f,t ) + βi,2 SMBt + βi,3 HMLt + βi,4 MOMt + εi,t
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