
This document is for institutional use only and redistribution is expressly prohibited.

Study Committee on the Investment and 
Use of the School Trust Funds
Wisconsin Legislative Council
The Evolution of Endowment Investment and Oversight Practices
Cathleen M. Rittereiser, Executive Director, Commonfund Institute 
August 2018 



History and Lessons from
Foundation and Endowment CIOs

Cathleen M. Rittereiser

• Co-Author: Lawrence E. Kochard (former 
Chief Investment Officer, Georgetown 
University, University of Virginia)

• Philosophies and Strategies of Top 
Investors and Institutions

• Publisher: John Wiley & Sons

Profiles 12 Leading CIOs

• History of the Endowment Model

• Best Practices

• Lessons and Advice 
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Commonfund Institute | Education and Best Practices

Commonfund is an asset management 
firm founded in 1971 with a two-part 
mission:
− To create investment solutions for nonprofits

− To create educational programs that could 
bring current best practices to institutional 
investors of all sizes and segments

• Educational Forums and Roundtables
− Commonfund Institute for Nonprofit 

Investors

− Commonfund Forum Annual Conference

• Publications and White Papers

• Benchmark studies for nonprofits

• Higher Education Price Index (HEPI)

A Commitment to industry leading research and best practices

August 2018 Wisconsin Legislative Council 3



Endowment Investing History | Origins in America 
Milestones 

Harvard University Cow Yard
January 1, 1649 
Widener Library at Harvard University
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Catalyst for Change

“We believe there may be room for 
improvement here.  It is far from clear that 
trustees have reason to be proud of their 
performance in making money for their 
colleges.  [Over] the long run caution has 
cost our colleges and universities much 
more than imprudence or excessive risk 
taking. The Foundation intends to make a 
careful study of this whole field.”

— McGEORGE BUNDY,  President of the 
Ford Foundation, 1967
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Intergenerational Equity

“The trustees of an endowed 

institution are the guardians of the 

future against the claims of the 

present. Their task is to preserve 

equity among generations.” 

- James Tobin

Yale University

1974 
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The Keys to Intergenerational Equity
Spending, Preservation, and Growth

Assets Liabilities

Requires 
significant 

growth

Spending 
Formula

Consistency 
over time

Returns 
require 

Risk-Taking 

Steady 
Growth 

over 
Inflation

August 2018 Wisconsin Legislative Council 7



Endowment Investing History | Leading Practitioner 
Milestones 

David Swenson at Yale 
Chief Investment Officer
The Yale Endowment

Wisconsin 
born and 
educated!
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The Endowment Model 

Equity 
Bias

Liquidity 
Premium Diversification

See Important Notes | Investment Process.

August 2018 Wisconsin Legislative Council 9



Intergenerational Equity
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75% Equity /25% Fixed Income

Equity versus fixed income bias | 5.0% Spend, Deflated by CPI | 1965 – 2017 

The Hypothetical Portfolio is presented for illustrative purposes only and does not represent the returns of  any actual investor. The equity portion of the hypothetical portfolio is based on monthly returns 
of the S&P 500 Index (12/65-current quarter end), and the fixed income portion is based on monthly returns of the Bloomberg Barclays Capital US Aggregate Bond Index (1/73-current quarter end) and 
the Ibbotson Associates Long Term Corporate Bond Index (12/65-12/72). The Hypothetical Portfolio assumes real dollars (using CPI and HEPI) with rebalancing to 70% equities and 30% fixed income 
annually as of each 1/1/yy and assumes that  5% is distributed annually on 1/1/yy. Past performance is not indicative of future results.  
See Important Notes | Market Commentary, Benchmarks and Hypothetical Performance.
Source: Bloomberg, Commonfund Higher Education Price Index, Ibbotson

Original Market Line
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Intergenerational Equity | Alpha Needed
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Plus 100 BPS

Equity versus fixed income bias | 5.0% Spend, Deflated by CPI | 1965 – 2017 

The Hypothetical Portfolio is presented for illustrative purposes only and does not represent the returns of  any actual investor. The equity portion of the hypothetical portfolio is based on monthly returns 
of the S&P 500 Index (12/65-current quarter end), and the fixed income portion is based on monthly returns of the Bloomberg Barclays Capital US Aggregate Bond Index (1/73-current quarter end) and 
the Ibbotson Associates Long Term Corporate Bond Index (12/65-12/72). The Hypothetical Portfolio assumes real dollars (using CPI and HEPI) with rebalancing to 70% equities and 30% fixed income 
annually as of each 1/1/yy and assumes that  5% is distributed annually on 1/1/yy. Past performance is not indicative of future results.  
See Important Notes | Market Commentary, Benchmarks and Hypothetical Performance.
Source: Bloomberg, Commonfund Higher Education Price Index, Ibbotson

Original Market Line
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Allocation and Ten-Year Manager Returns by Asset Class

Asset Class Universe
Top 

Quartile Median 
Bottom 
Quartile 

Median to 
Top 

Spread

Top to 
Bottom 
Spread

Liquidity 
Scale

Bonds Domestic 4.6 4.3 3.9 0.3 0.7

Global 5.6 3.5 2.8 2.1 2.8

U.S. Stocks Large Cap 10.4 9.8 9.1 0.6 1.2

Small Cap 12.1 10.7 10.0 1.4 2.1

International Stocks Global Ex-U.S. Large Cap 5.4 4.4 3.7 1.0 1.8

Private Capital¹ U.S. Private Equity 17.1 9.8 3.0 7.3 14.1

Venture Capital 16.3 5.6 -3.7 10.7 20.0

March 31, 2018 | Performance numbers in percent 

Universe Source: (c) Russell Investment Group unless otherwise noted. Data on individual universes available on request. Universes are calculated on the basis of total returns gross of fees and 
expenses. Past performance is not indicative of future results. 
© Russell/Mellon Analytical Services LLC, 1999. All Rights Reserved.
1. Private capital returns are as of December 31, 2017.
Source: Burgiss PrivateIQ for Private Capital 
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Roles and Responsibilities

Trustee / Stewards Investment Staff or Delegate

Policy Development Policy Implementation
• Governance/Fiduciary Issues

• Investment Policy

• Spending Policy

• Asset Allocation Policy

• Risk Management Guidelines

• Performance Monitoring

• Asset Allocation

• Portfolio Construction

• Manager/Security Selection

• Value Added Strategies

• Strategic and Tactical Rebalancing

• Monitoring and Reporting

• Liquidity Analysis

Boards of trustees or stewards vs investment staff or delegate
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Endowment Investing and Oversight Takeaways

• History of endowments shows how today’s best practices evolved. 
• Policy Lessons 
− Intergenerational Equity as a guiding value. 

> Focus on making resources available for present AND future use

− Overseers set policy

− Delegation allowed 

• Investment Lessons 
− Capital preservation

> Balance growth with spending 

− Endowment model 
> Alpha is needed for growth 
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Commonfund Important Notes

GENERALLY
This material has been prepared by Commonfund Asset Management Company, Inc. (“Comanco”) and/or Commonfund Capital, Inc. (“CCI”) (each, an “Investment Manager”), each of which are indirect wholly owned subsidiaries of 
The Common Fund for Nonprofit Organizations (“TCF” and, together with Comanco, CCI, Commonfund Securities, Inc. (“CSI”) and its or their affiliates, “Commonfund”). The information in this material is for illustration and discussion 
purposes only. It is not intended to be, nor should it be construed or used as, investment, tax or legal advice, any recommendation or opinion regarding the appropriateness or suitability of any investment or strategy, or an offer to 
sell, or a solicitation of an offer to buy, any interest in any security, including any interest in a private fund, pool, investment product, managed account or other investment vehicle (each, an “Investment Product”). This material is 
qualified in its entirety by the information contained in any Investment Product’s offering documents, including the governing partnership or operating agreement, investment management agreement, subscription agreement, or an 
Investment Product’s prospectus or other offering memorandum related thereto, as applicable (collectively, a “Prospectus”). Any offer or solicitation of an investment in an Investment Product may be made only by delivery of the 
Investment Product’s Prospectus to qualified investors by CSI. Prospective investors should rely solely on the Prospectus in making any investment decision. The Prospectus contains important information, including, among other 
information, a description of an Investment Product’s risks, investment program, fees and expenses, and should be read carefully before any investment decision is made. This material does not take into account the particular 
investment objectives, restrictions, or financial, legal or tax situation of any specific investor. An investment in an Investment Product is not suitable for all investors. Each Investment Manager is registered with the SEC as an 
investment adviser. CSI is registered as a broker-dealer with the U.S. Securities and Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”) and the Securities Investor 
Protection Corporation (“SIPC”). The registrations and memberships above in no way imply that the SEC, FINRA or SIPC have endorsed any of the entities, products or services discussed herein. 

DISTRIBUTION
Distribution of this material and the offer of an Investment Product may be restricted in certain jurisdictions. This material is not intended for distribution or use by any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to local law or regulation. This material and the information contained in this material is confidential, is the property of Commonfund, is intended only for intended recipients and their authorized 
agents and representatives and may not be reproduced or distributed to any other person without prior written consent.
This material is as of the date indicated, may not be complete, is subject to change and does not contain material information regarding an Investment Product, including specific information relating to an investment in an Investment 
Product and related risks factors. Unless otherwise stated, information provided in this material is derived from one or more parts of Commonfund’s databases and internal sources. 
Certain information has been provided by and/or is based on third-party sources and, although believed to be reliable, has not been independently verified. An Investment Manager is not responsible for errors or omissions from these 
sources. No representation is made with respect to the accuracy, completeness or timeliness of information and Commonfund assumes no obligation to update or otherwise revise such information. Unless the context otherwise 
requires, the term “investor” and “client” may be used interchangeably.  

INVESTMENT PROCESS
No representation is made that an Investment Manager’s or an Investment Product’s investment process, investment objectives, goals or risk management techniques will or are likely to be achieved or successful or that an 
Investment Product or any underlying investment will make any profit or will not sustain losses. An investment in an Investment Product involves risk, as disclosed in the Prospectus. An Investment Manager may engage in investment 
practices or trading strategies that may increase the risk of investment loss and a loss of principal may occur. The risk management techniques which may be utilized by an Investment Manager cannot provide any assurance that an 
Investment Product will not be exposed to risks of significant trading losses. 
Any descriptions involving investment process, investment examples, statistical analysis, investment strategies or risk management techniques are provided for illustration purposes only, will not apply in all situations, may not be fully 
indicative of any present or future investments, may be changed in the discretion of an Investment Manager and are not intended to reflect performance.
Any portfolio characteristics and limits reflect guidelines only and are implemented, and may change, in the discretion of an Investment Manager. Investments are selected by, and will vary in the discretion of, an Investment Manager 
and are subject to availability and market conditions, among other factors without prior notice to investors. There is no requirement that an Investment Manager or an Investment Product observe these guidelines, or that any action 
be taken if these guidelines are exceeded or are not met or followed.  

MARKET COMMENTARY
Any opinions, assumptions, assessments, statements or the like (collectively, “Statements”) regarding future events or which are forward-looking, including regarding portfolio characteristics and limits, constitute only subjective views, 
beliefs, outlooks, estimations or intentions of an Investment Manager, should not be relied on, are subject to change due to a variety of factors, including fluctuating market conditions and economic factors, and involve inherent risks 
and uncertainties, both general and specific, many of which cannot be predicted or quantified and are beyond an Investment Manager’s or an Investment Product’s control. Future evidence and actual results (including actual 
composition and investment characteristics of an Investment Product’s portfolio) could differ materially from those set forth in, contemplated by, or underlying these Statements, which are subject to change without notice. There can 
be no assurance and no representation is given that these Statements are now, or will prove to be accurate, or complete in any way. The Investment Manager undertakes no responsibility or obligation to revise or update such 
Statements. Statements expressed herein may not be shared by all personnel of Commonfund. 

PERFORMANCE | OPEN-END INVESTMENT PRODUCTS
Unless otherwise indicated, performance of open-end Investment Products shown is unaudited, net of applicable management, performance and other fees and expenses, presumes reinvestment of earnings and excludes investor 
specific sales and other charges. Fees may be modified or waived for certain investors. Please refer to an Investment Product’s Prospectus or the Investment Manager’s Form ADV Part 2A for more information regarding the 
Investment Product’s fees, charges and expenses. An investor’s actual performance and actual fees may differ from the performance information shown due to, among other factors, capital contributions and withdrawals or 
redemptions, different share classes and eligibility to participate in “new issues.” 

PERFORMANCE | CLOSED-END INVESTMENT PRODUCTS
Unless otherwise indicated, performance of closed-end Investment Products shown is net of all fees and any carried interest and excludes commitments by the applicable general partner and any limited partners that do not pay a 
management fee. Each Investment Product’s Internal Rate of Return (“IRR”) should be evaluated in light of the information and risks disclosed in the respective Prospectus. Certain investors in an Investment Product may receive a 
management fee and management fee discount; performance data herein reflects the weighted average blended management fee applicable to actual limited partners of such vehicles. Return information is calculated on a dollar-
weighted (e.g., internal rate of return), since inception basis. There can be no assurance that unrealized investments ultimately will be realized at the valuations used in calculating IRRs or Net Multiples or that the calculated IRRs will 
be obtained. Actual realized returns will depend on, among other factors, future operating results, the value of assets and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale. 
Certain Investment Products use leverage to finance investments, which may involve a high degree of financial risk. Such Borrowings has the potential to enhance overall returns that exceed the Investment Product’s cost of 
borrowed funds; however, borrowings will further diminish returns (or increase losses on capital) to the extent overall returns are less than the Investment Product’s cost of borrowed funds. Where applicable, returns take into 
consideration the reinvestment or “recycling” of investment proceeds. 
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Commonfund Important Notes

HYPOTHETICAL PORTFOLIOS AND HYPOTHETICAL RESULTS | GENERALLY
Certain asset-allocation frameworks depicted in this presentation are hypothetical and do not represent the investment performance or the actual accounts of any investors (“Hypothetical Portfolio”). 
Performance of Hypothetical Portfolios and other composite performance results (based on sector attribution and other dissections and combinations of actual Investment Product performance) should be considered hypothetical 
results (collectively, “Hypothetical Results”). Hypothetical Portfolios and Hypothetical Results do not reflect actual trading or performance by an Investment Product or an investor, or a recommendation on the part of an Investment 
Manager or CSI to any particular investor; nor should they be considered as indicative of the skills of the Investment Adviser. Hypothetical Portfolios and Hypothetical Results are provided for illustrative purposes only and do not 
guarantee past or future investment results. Hypothetical Results are based on assumptions, and do not reflect the impact that economic and market factors may have on investment decisions for an Investment Manager. Differences 
between the hypothetical assumptions and an actual investment are material and decrease substantially the illustration value of any Hypothetical Results. Hypothetical Portfolios may not take into account the goals, risk tolerance and 
circumstances of each investor. An investment decision should not be based on Hypothetical Results.  

ADVISORY SERVICES
Advisory services, including those described under the trade name “Commonfund Strategic Solutions,” are generally provided by Comanco or, on occasion, by CCI and subject to an investment advisory agreements. Comanco’s and 
CCI’s Form ADV Part 2A will be provided upon request. 

OUTSOURCED CHIEF INVESTMENT OFFICER (OCIO)
There is no legal or regulatory term defining “OCIO” or “outsourced chief investment officer” services, and the meaning of such term varies from one individual to another. Accordingly, such services have been defined for purposes 
hereof to mean the management of (i) an institution’s long-term or operating reserves (“Reserves”) pursuant to an investment management agreement executed between a registered investment advisor and such institution (or, in 
certain limited circumstances, through a fund or separate account structure intended to achieve comparable objectives) and (ii) all or substantially all of an institution’s Reserves, with advice related thereto being provided to such 
institution by a registered broker-dealer and which advice is solely incidental to the conduct of such broker-dealer’s business or to its brokerage services. 

BENCHMARKS AND FINANCIAL INDICES
Benchmarks and financial indices are shown for illustrative purposes only. They provide general market data that serves as point of reference to compare the performance of Investment Product’s with the performance of other 
securities that make up a particular market. Such benchmark and indices are not available for direct investment and their performance does not reflect the expenses associated with the management of an actual portfolio, the actual 
cost of investing in the instruments that comprise it or other fees. An Investment Product’s investment objective is not restricted to the securities and instruments comprising any one index. No representation is made that any 
benchmark or index is an appropriate measure for comparison. For a list of commonly used indices, please visit www.commonfund.org/important-disclosures. This list may not represent all available indices or those indices used in 
this material. 

CERTAIN RISKS
Portfolio, volatility or return targets or objectives, if any, are used solely for illustration, measurement or comparison purposes and as an aid or guideline for prospective investors to evaluate a particular Investment Product’s strategy, 
volatility and accompanying information. Such targets or objectives reflect subjective determinations of an Investment Manager based on a variety of factors including, among others, the Investment Product’s investment strategy and 
prior performance (if any), volatility measures, portfolio characteristics and risk, and market conditions. Volatility and performance will fluctuate, including over short periods, and should be evaluated over the time period indicated and 
not over shorter periods. Actual volatility and returns will depend on a variety of factors including overall market conditions and the ability of an Investment Manager to implement an Investment Product’s investment process, 
investment objectives and risk management. Performance targets or objectives should not be relied upon as an indication of actual or projected future performance; such targets or objectives may not be achieved, in whole or in part. 
For a list of commonly used measures of risk, please visit www.commonfund.org/important-disclosures. 

SURVEY RANKINGS
The Commonfund rankings cited are from Market Strategies International. Cogent Reports™. US Institutional Investor Brandscape: February 2018 and are based on respondents’ answers to questions in which they were asked to 
rank 55 asset managers on various brand attributes. The results were reported by Cogent based on four groups of respondents: Pension <$500M, Pension $500M+, Non-Profit <$500M, Non-Profit $500+. The survey was fielded 
online October 13, 2017 to November 28, 2017 and 371 investors with $100 million or more in institutional investable assets participated in the survey. Survey participants were required to play a direct role in the evaluation and 
selection of investments or asset managers within their organization. In determining the sampling frame for this study, Cogent indicated that it relied upon Standard & Poor’s Money Market Directories (MMD) database of institutional 
investors. MMD supplied Cogent with a list of contacts at pensions and non-profits with a minimum of $100 million in investable assets. Cogent further reported that, to ensure the population for this research was representative of the 
universe of institutional investors, strict quotas were established by Cogent based upon a nested classification of institutional investor by category and size of assets. It also represented that data were weighted to be representative of 
the distribution of institutions by asset size and category according to the most recent MMD data. The data have a margin of error of +5.0% at the 95% confidence level. 

The above summary is not a complete list of the risks, tax considerations and other important disclosures involved in investing in an Investment Product and is subject to disclosures in such Investment Product’s 
Prospectus. Please refer to and review carefully the Investment Product’s applicable Prospectus for a more detailed list of the Investment Product’s risks and other disclosures prior to making any investment in such 
Investment Product.

Asset allocations may not equal 100% due to rounding. 

Past performance is not indicative of future results. An investor may lose all or a substantial portion of their investment in an Investment Product. 

Commonfund Securities, Inc., member FINRA, SIPC. 
www.commonfund.org/important-disclosures
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