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Summary observations from the

2023 NACUBO-Commonfund Study of Endowments
s,

688 $209.1 million

colleges, universities, and education-related median endowment size for FY23
foundations completed the FY23 survey survey respondents

| ] [ ] 0/
$839 billion 58%
of endowment assets represented in the of total market value is held by endowments
FY23 survey with more than $5 billion in assets

$ 1 - 2 bl | I IO n The Survey was conducted from September 6

average endowment size for FY23 through December 1, 2023, and covers the 2023
survey respondents fiscal year (July 1, 2022 — June 30, 2023).
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Both spending and spending rates increased in FY23

Spending from endowment has been stressed in recent years, first by the COVID-19
pandemic and then by rising costs and negative investment returns in FY22...the latter
perhaps being a factor in reduced gifts to endowment this year. Nevertheless, institutions
participating in this year's study withdrew more dollars from their endowments, the overall
effective spending rate increased and endowment funding for the operating budget on
average remained in the 11 percent range.

Spending rates and withdrawals survey respondents

Average Annual Effective Total Withdrawals ($ billions)
Spending Rates 479
-~ $28.4
4.0% $26.2
FY22 FY23 FY22 FY23

Spending Policy Distributions by Function

All other purposes

Academic programs and research
m Campus operations and maintenance
= Endowed faculty positions
® Student financial aid

Total institutions
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Surge in gifting partially offsets market downturn

The combination of good returns from
publicly traded equities and gift-giving,
after netting out spending, meant that
institutions in the two cohorts with smaller
endowments grew the combined market
value of their endowments by 6 percent
during the year, while institutions in the
two largest size cohorts grew theirs by 4
percent.

The decline in gifts may reflect the poor
calendar 2022 returns for both equities
and fixed income securities. Key public
equity and fixed income indices were all
negative at the close of calendar '22—the
midpoint in schools’ FY23—potentially
putting a damper on calendar year-end
gifts.
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Change in total Respondents to this year’s survey reported a

endowment size collective endowment size of $839.1 billion as

from FY22 of June 30, 2023, up from the $817.3 billion
reported for FY22.

+3%

Change in total Respondents to this year’s survey received a
gifts received total of $13.3 billion in gifts, down from the
from FY22 $14.9 billion received in FY22.

-10%

SOURCE: 2023 NACUBO-COMMONFUND STUDY OF ENDOWMENTS



How FY23’s market upturn affects

long-term annualized returns
s

Average Annualized Returns (%)
The positive returns endowments mFY22 mFY23

generated in FY23 led to an increase in
longer-term annualized returns across
nearly all time periods. While the year got
off to a halting start, the final nine months
of the fiscal year were marked by strong
returns in public equity markets globally.
Fixed income investments did not share
in public equities’ turnaround, however,
as rising yields weighed on bond prices.

73 7 8 72
I I I I | I I I |

1-year 3-year 5-year 10-year 15-year 20-year 25-year

Further, the strength in public equity
markets did not carry over to most private
strategies, as returns were generally flat
to moderately negative.

-8.0
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Unique to each institution

If an institution of higher education Method Used to Define Return Objective (%)
aspires to maintain the purchasing power

of the investment pool over time, then
assumptions must be made about the

m Other

= % Spread Above Inflation Rate

Average target
nominal return

long-term spending rate from the for FY23 = Target Nominal % Return
endowment, the anticipated rate of

inflation and investment management 7 O 0/

costs. . 0

The conventional approach for many
endowments is to set CPI or HEPI +5%
(i.e., inflation plus a spending/distribution
percentage) as a return target. Often,
there may be other unique variables for 4 8 0/
organizations which can influence their . 0
return targets and those should also be FY23
considered.

Average spread
above the rate of
inflation for FY23
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Private equity, marketable alternatives

and US equities exceeded other categories

Asset allocations for endowment cohorts for FY23

Asset allocation has long been

recognized as the primary factor behind 100% M US equities
investment returns. FY23 was a model % [ Non-US equities
example. Those institutions with larger M Emerging markets
allocations to the best performing asset 80— B e . Global equities
classes— publicly traded equities in the 7 . . eam | Marketable afternatives

U.S. and abroad— secured the highest - —
returns. Those institutions with the largest
allocations to the year’s under- 50
performers—such as private strategies

and real assets—saw their returns lag.

This resulted in a year when smaller and 30 Real assets
mid-sized endowments realized 20 Sustainable invesiments
significantly higher returns than the Other

largest endowments—a reversal of what "

is reported in most Endowment Studies. Tolalinsfildions ~ Undor $50M  $51M-$100M  $101M-$250M  $251M-$500M  SS0M-$1B  $1B-$5B Over $58

60

B Secondaries

B Private venture capital
m e
. Private equity

40 Fixed income
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Interquartile dispersion tighter in FY23

Interquartile dispersion of one-year returns for FY23

12% [ 25" percentile
Return dispersions for all size cohorts ) '
o P ) 12 109 I 50" percentile (median)
were similar, ranging from 3.1 percent to 10 - 01
. . : 100 : '
3.8 percent. The widest dispersion was 96 ; a 95 04 75" percentie
found among smaller institutions, the g B 96 n -
tightest among larger institutions. 80 | (] 79 78 76
74 73 [ :
: : : 67 = n n
While asset allocation was the primary 6 [ 60 62 60
reason for the lower returns of the largest o
endowments, it did not result in significant A L 14
differences in return dispersion between 40 .
the largest endowments and other size 29
cohorts. 2 .
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0 Tolal Insfitutions ~ Under $50M ~ $51M-$100M  $101M - $250M  $251M - $500M  $501M-$1B $1B-$58 Over $5B
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Adoption rates and manager due

diligence considerations level off

While the adoption of various responsible investing practices has
grown in recent years, almost two-thirds (65.4 percent) of
respondents to this year’s Study have not adopted responsible
investing at their institution.

Manager due diligence
Percent of endowments that factor responsible investing into their
investment manager due diligence and evaluation process

52.3
51.0
47.0
FY21 FY22 FY23

Barriers to implementation

Percent of endowments reporting that the following factors were
reasons for not pursuing environmental, social, and governance
(ESG) investing, negative screening, or impact investing

Potential adverse impacts on investment performance

Endowment invested primarily in pooled fund structures _ 27.8

Potential conflicts with mission/fiduciary duty

Difficulty assessing the degree to which the portfolio

achieves its ESG mandate 17.0

Not enough quality managers available with expertise 91

Investment management fees are higher - 8.9

SOURCE: 2023 NACUBO-COMMONFUND STUDY OF ENDOWMENTS



Largest endowments more likely to have a formal DEI

policy related to investment managers
s

Institution has a DEI policy for investment manager selection (%)

The percentage of endowments reporting
that their institution had a formal policy

addressing diversity, equity, and inclusion
(DEI) related to investment manager
selection saw increases and decreases 99
across all size cohorts in FY23.
B I

Total institutions  Under $50M  $51M-$100M  $101M-$250M  $251-$500M  $501M-$1B $1B-$5B Over $5B
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Keep exploring the
survey results

Scan the QR code to
access the publicly
available tables from
this year’s survey.
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Important Notes

Certain information contained herein has been obtained from or is based on
third-party sources and, although believed to be reliable, has not been
independently verified. Such information is as of the date indicated, if indicated,
may not be complete, is subject to change and has not necessarily been
updated. No representation or warranty, express or implied, is or will be given
by The Common Fund for Nonprofit Organizations, any of its affiliates or any of
its or their affiliates, trustees, directors, officers, employees or advisers
(collectively referred to herein as “Commonfund”) or any other person as to the
accuracy or completeness of the information in any third-party materials.
Accordingly, Commonfund shall not be liable for any direct, indirect or
consequential loss or damage suffered by any person as a result of relying on
any statement in, or omission from, such third-party materials, and any such
liability is expressly disclaimed.

All rights to the trademarks, copyrights, logos and other intellectual property
listed herein belong to their respective owners and the use of such logos hereof
does not imply an affiliation with, or endorsement by, the owners of such
trademarks, copyrights, logos and other intellectual property.

To the extent views presented forecast market activity, they may be based on
many factors in addition to those explicitly stated herein. Forecasts of experts
inevitably differ. Views attributed to third-parties are presented to demonstrate
the existence of points of view, not as a basis for recommendations or as
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investment advice. Market and investment views of third-parties presented
herein do not necessarily reflect the views of Commonfund, any manager
retained by Commonfund to manage any investments for Commonfund (each, a
“Manager”) or any fund managed by any Commonfund entity (each, a “Fund”).
Accordingly, the views presented herein may not be relied upon as an indication
of trading intent on behalf of Commonfund, any Manager or any Fund.

Statements concerning Commonfund’s views of possible future outcomes in any
investment asset class or market, or of possible future economic developments,
are not intended, and should not be construed, as forecasts or predictions of the
future investment performance of any Fund. Such statements are also not
intended as recommendations by any Commonfund entity or any Commonfund
employee to the recipient of the presentation. It is Commonfund’s policy that
investment recommendations to its clients must be based on the investment
objectives and risk tolerances of each individual client. All market outlook and
similar statements are based upon information reasonably available as of the
date of this presentation (unless an earlier date is stated with regard to particular
information), and reasonably believed to be accurate by Commonfund.
Commonfund disclaims any responsibility to provide the recipient of this
presentation with updated or corrected information or statements. Past
performance is not indicative of future results. For more information, please refer
to www.commonfund.org/important-disclosures

SOURCE: 2023 NACUBO-COMMONFUND STUDY OF ENDOWMENTS
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