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CUF invests the managed endowment so as to maximize long-term

returns, while simultaneously mitigating risks. A long-term multi- Consolidated Endowment Performance

generational window not only allows us the benefit of time- 1 Year Return 3 Year Return 5 Year Return

diversification across both bull and bear markets, but also allows 35%

CUF to pursue investment strategies that may not be prudent for the 31.3% 30.6%

ordinary investor with a shorter investment horizon. We are mindful 30%

of short-term implications to the University, even while positioning

the portfolio to maximize long-term returns. Risk mitigation may 25%

include a broad array of considerations, including traditional metrics m CUF

such as valuation, volatility, co-movement, concentration, and 20%

liquidity, and less traditional metrics such as headline risks. TR
0, 0,

We believe that the only certain component of an investment return 1% 8% 11.8% 12.3% 11 .5%

is the expenses or cost of holding the investment. CUF seeks out 10%

asset classes that have investable indexes to represent them, and

the managed pool is largely comprised of mutual funds and 5%

exchange traded funds representing these indexes. These funds are

chosen based upon their reoccurring expenses and are among the 0% - -

lowest cost funds available in the industry. Investing in indexes not

only helps us control costs but gives us complete transparency for *Target Benchmark (43.6% Russell 3000 60%/MSCI ACWI ex US (Net) 40%, 9.6%

33% BBG Commodity TR/33% S&P GNR/33% FTSE/EPRA NAREIT Global Real Estate
Index, 20% HFRI FoF Composite Index, 12% Barclays Aggregate Bond Index, 12.4%
Actual PE/VC Performance, 2.4% Actual Private Real Assets Performance

much of the investment pool.

In instances where there may be no suitable investable index; CUF
leverages its investment consultant to gain access to active
managers within the asset class. Assets are placed with managers Value of Endowment in Millions

that are selected based upon safety, reputation, service, fees, and $1,007
execution. 1,000

Research in portfolio management has shown that the allocation 800 F $742 S775 $771
across asset classes explains up to 90% of the volatility of portfolio $683

returns, whereas stock selection explains less than 10%. We use
well-respected quantitative investment models, to assist us in
determining which asset classes we will hold and what proportion
we will hold in each class. We also consider the valuation of the
asset class, and how far that valuation may be from its historical
mean. The signals generated by the models provide important input
into the decision processes. Each signal is evaluated by the CIO

relative to reasonableness and timeliness to what is going on in the 0
worldwide economy. FY17 FY18 FY19 FY20 FY21
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Our investment process attempts to constantly add new asset
classes based upon their characteristics of return, risk, and co-
movement with the existing asset classes. It is not unusual to see a
significant allocation to alternative assets, such as private equity and . . Annual
real assets, and also hedge funds. In the case of alternatives, we will 5 Year Period Annualized Annualized Sharpe
typically enlist the expertise of an investment consultant to evaluate Return Volatility: Ratios

the merits and risks of the investment.

CUF 12.34% 10.27% 1.20
Benchmark 11.45% 9.58% 1.19

Although we might have up to 30 different asset classes we monitor

and track, we seldom will be invested in more than half of these

monitored classes. To ensure that we remain within acceptable risk

parameters, allocations within asset classes are limited by lower and

upper ranges that are set and periodically reviewed by the 1. The higher the volatility, the riskier the portfolio.

Investment Committee. 2. The greater the value of the Sharpe ratio, the more
attractive the risk-adjusted return.

Prepared by John C. Alexander, Jr., Ph.D.
Chief Investment Officer, CUF
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ASSET ALLOCATION
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ENDOWMENT PAYOUT
Endowment Payout in Millions
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Endowment Payout by Donor Purpose
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B Student Aid

31%
M Faculty Support

Department/Program Enhancement
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