
A Commonfund Forum Spotlight

Governance Lessons from  
Commonfund Benchmark Studies

Commonfund has been partnering to produce industry insights and thought leadership across the nonprofit institu-
tional investor space for decades. Central to these efforts have been benchmark studies of investment governance 
practices and policies of endowments: the NACUBO-Commonfund Study of Endowments (NCSE) the Commonfund 
Benchmarks Study of Independent Schools (CSIS) and the Council on Foundations-Commonfund Study of Investment 
of Endowments for Private and Community Foundations (CCSF). 

From left to right: Allison Kaspriske, Ken Redd and George Suttles

https://info.commonfund.org/ncse-2023-study
https://info.commonfund.org/csis-2023-study-request
https://info.commonfund.org/csis-2023-study-request
https://info.commonfund.org/cof-commonfund-study-of-foundations-2022
https://info.commonfund.org/cof-commonfund-study-of-foundations-2022
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The studies equip boards and investment committee 
members with data on key trends and analysis related to 
important investment topics, allowing institutions to put 
their policies and practices in the context of their peers and 
the field. At Commonfund Forum 2024, George Suttles, 
Executive Director of the Commonfund Institute, Allison 
Kaspriske, Director of the Commonfund Institute, and Ken 
Redd, Senior Director of Research and Policy Analysis at 
the National Association of College and University Business 
Officers (NACUBO), presented trends across the aforemen-
tioned benchmark studies and discussed related governance 
insights. This Forum Spotlight highlights the key trends and 
commentary they provided. 

RETURNS

One-year returns reflect the change in value of a total 
endowment from one year to the next. They are a direct 
reflection of the performance of the asset classes across 
institutions’ portfolios on average. Institutions often want to 
know how they’ve performed by this metric relative to their 
peers and may use it as a tool for rebalancing considerations 
over time if the data show they are consistently underper-
forming year over year. However, it is important to note that 
as long-term investors, institutions should view the one-year 
return as only one means of gauging their performance and 
adherence to their return objectives. The one-year return 
can also be a tool for public relations and communications 
with various stakeholders, whether the news is positive or 
negative.

The panelists stressed that the longer-term returns, five- 
and 10-year, are the data points that can really reflect 
whether an institution is on track to meet long-term objec-
tives through its investments. Long-term returns can help 
level-set expectations and inform decision-making around 
spending, for example to determine whether an institution’s 
spending rate is sustainable, given trends in long-term 
returns. Moreover, this is only one of many factors that 
enable board members and investment committees to guide 
their institution toward long-term success.

10-YEAR RETURNS BY SEGMENT AND YEAR

Numbers in percent

ASSET ALLOCATION

The NCSE data show that average allocations to equi-
ties (U.S. and non-U.S.) have been decreasing over time 
for higher education institutions as they allocate greater 
portions of their portfolios to alternative strategies. Higher 
education institutions have the highest allocations to 
alternative strategies of any cohort we survey. Meanwhile, 
independent schools have reported slight reductions in their 
alternatives allocations over the past five years, and private 
and community foundations have slightly increased them. 
We also know that, across studies, larger endowed institu-
tions tend to have higher allocations to alternative strategies 
than smaller ones, which, in most study years, contributes to 
their financial outperformance. 

Panelists advised each institution to determine its asset allo-
cation policy based on its own liquidity needs, risk tolerance, 
and mission. For example, in both NCSE and CSIS, the top 
use of endowment reported by respondents in FY23 was for 
need-based financial aid—for which annual funding is criti-
cal. Asset allocation is contingent upon these key questions, 
such as how much liquidity is needed to cover these import-
ant uses of endowments while maximizing return potential. 
This comes with the caveat that there are different liquidity 
profiles across suballocations within each strategy, including 
within alternative strategies. 

 

https://www.commonfund.org/research-center/topic/commonfund-forum
https://www.commonfund.org/commonfund-teams?employee=george-suttles
https://www.commonfund.org/commonfund-teams?employee=allison-kaspriske
https://www.commonfund.org/commonfund-teams?employee=allison-kaspriske
https://www.linkedin.com/in/ken-redd-74017b11/
https://www.linkedin.com/in/ken-redd-74017b11/
https://www.commonfund.org/research-center/topic/commonfund-forum
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AVERAGE ASSET ALLOCATIONS FOR HIGHER EDUCATION AND 
INDEPENDENT SCHOOLS, BY YEAR

 

AVERAGE ASSET ALLOCATIONS FOR PRIVATE AND COMMUNITY 
FOUNDATIONS, BY YEAR

 

FUND FLOWS

Spending is the link between the endowment and the 
institution, and the Commonfund studies track it in a variety 
of ways. One key approach to understanding spending 
is through an institution’s spending policy. A majority of 
institutions of higher education, independent schools, and 
community foundations reported that they use a percentage 
of a moving average methodology to determine their spend-
ing. For example, 77 percent of NCSE (FY2023) respondents 
and community foundations (CCSF 2022) reported using 
that methodology, as did 70 percent of independent schools 
(FY2023). Meanwhile most private foundations reported 
using the IRS-mandated minimum of 5 percent as their 
spending policy. 

These policy trends have been relatively consistent over 
time since spending changes can have significant implica-
tions for the institution and its constituents. However, it is 
important for institutions to consider spending policy as a 
potential tool to help smooth endowment values, especially 
amid market volatility and inflation.

SHARE OF RESPONDENTS USING A PERCENTAGE OF A MOVING 
AVERAGE SPENDING METHODOLOGY

Numbers in percent

https://www.commonfund.org/blog/is-your-spending-policy-getting-the-attention-it-needs
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Gifts, while unique to each institution, tend to be inconsis-
tent, typically following the volatility of the markets. Across 
all studies in more than half of the past 10 years, however, 
participating institutions have reported an increase in gifts. 
Panelists suggested that gifts are important for sustaining 
endowments and that telling a story of their endowment’s 
use (how it is used to meet mission and how it is being 
governed responsibly) can in turn increase trust and trans-
parency, and bolster fundraising efforts.  

RESPONSIBLE INVESTING

The NCSE has been surveying institutions of higher educa-
tion on responsible investing practices since before envi-
ronmental, social, and governance (ESG) became common 
terminology, while CSIS and CCSF started asking questions 
on responsible investing more recently. The studies ask 
about ESG, negative screening, impact investing, and diverse 
manager practices within the investment policy statement 
(IPS) and in boardroom discussions, whether these themes 
are important in due diligence of investment managers, and 
more. While positive responses have increased dramatically 
over the years, we have seen evidence of a leveling off in 
recent studies.  

Panelists shared two key insights. First, many institutions 
are doing a lot of socially responsible development outside 
of the investment sphere. In other words, even if they do 
not report ESG or impact investments in their portfolio, that 
does not mean they are not actively improving their local 
communities through other means. Second, the opportu-
nity set for responsible investing has grown dramatically. 
Whereas the key strategy decades ago was screening out 
“sin stocks,” now there are sophisticated tools for capturing 
ESG risks and opportunities, and directing investments to 
address local issues of concern.  

OUTSOURCING

According to the findings of Commonfund benchmark 
studies, the use of an outsourced chief investment officer 
(OCIO) has been increasing across all segments over the 
past 10 years, especially in the higher education segment. 
Outsourcing certain management functions can include 
support with investments as well as administrative, back 
office, and fundraising support, and can range from the use 
of a consultant to a fully outsourced chief investment office. 
Partnering in these ways can provide access to investment 
talent, free up in-house resources for other functions, or 
even reduce staffing needs to ultimately lower costs. 

Panelists noted that due to resource constraints, it is more 
common for smaller institutions to use outsourced partners; 
typically, only relatively large institutions have an internal 
chief investment officer. They stressed that freeing up inter-
nal resources benefits the institution’s capacity for high-
level strategic thinking and direction setting, whereas, for 
example, conducting due diligence on investment managers 
may not be the best use of a board’s, investment commit-
tee’s, or staff member’s time. 

Lastly, panelists emphasized that outsourcing certain invest-
ment functions does not mean relinquishing an institution’s 
fiduciary duties of loyalty and care. Internal governance 
functions related to determining investment policies as well 
as regular oversight are required to best meet the institu-
tion’s mission and needs. 

Commonfund benchmark studies encompass rich data 
and analysis that capture key items of concern across the 
nonprofit institutional investor space. We strive to continue 
to track and uncover new and long-term trends and tell the 
nuanced stories of why governance matters to endowment 
investment management.  

This article was originally pubished on AGB.org.

https://www.commonfund.org/blog/is-your-spending-policy-getting-the-attention-it-needs
https://agb.org/blog-post/governance-lessons-from-commonfund-benchmark-studies/
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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 affili-
ation 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 
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 Manag-
er 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 perfor-
mance of any Fund. Such statements are also 
not intended as recommendations by any 
Commonfund entity or any Commonfund 
employee to the recipient of the presenta-
tion. It is Commonfund’s policy that invest-
ment 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 Import-
ant Disclosures.
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