
 

 

 
Overview of Key Findings for the 2013 NACUBO-Commonfund Study of Endowments®. 
Contact: Kerry Kozlowski, AWMA®, AAMS® Managing Director, Client Manager 

The National Association of College and University Business Officers (NACUBO) and 

Commonfund Institute released the 2013 NACUBO-Commonfund Study of Endowments® in 

March, 2014 for the one year survey period June 30, 2012 - June 30, 2013. The Study surveyed 

835 U.S. colleges and universities, representing $448.6 billion in assets on topics including 

asset allocation, spending and returns for the fiscal year 2013. 

While focused on college and university endowments, we believe this is one of the best 

independent sources of trend and performance information on how peer organizations across 

the country with long term capital are approaching their investments. Therefore, we are proud 

to receive approval to share highlights of this survey with our peers. 

This is a very topical discussion for board members, trustees and professionals in our 

community who assist endowments and foundations.  

Performance 

Average endowment returns for fiscal year 2013 reported an average annual return 11.7% for 

all institutions. This is a significant improvement from the -0.3% reported for fiscal year 2012. 

  Source: 2013 NACUBO-Commonfund Study of  Endowments® Published March 2014 
Net of all management fees and expenses 



 
 

 

  

For the survey period, June 30, 2012 - June 30, 2013, U.S. Equities outperformed all asset 

classes, posting an average annual return of +20.6%. International Equities rebounded over the 

in fiscal year 2013, reporting an average annual return of +14.6% vs. -11.8% in fiscal year 2012. 

Alternative Investments also improved over the previous fiscal year, reporting an average 

annual return of +8.3% in fiscal year 2013 vs. +0.5% in fiscal year 2012. While Fixed Income 

produced the highest returns of all asset classes in fiscal year 2012, it posted average annual 

returns of just +1.7% in fiscal year 2013 due to concerns about possible future increases in 

interest rates. Cash continues to lose ground to inflation, reporting average annual returns of 

+0.3%. 

Over the 10-year period, larger institutions with over $1 billion in assets did best with a 10-year 

average annual return of 8.3%. Institutions with assets under $25 million reported a 10-year 

average annual return of 6.3%.  

 

In general, long-term returns and objectives declined as portfolios decreased in size, with a 200 

basis point spread in reported average returns over the 10-year period between the largest and 

Source: 2013 NACUBO-Commonfund Study of  Endowments® Published March 2014 
Net of all management fees and expenses 



 
 

 

the smallest institutions in the Study. Over the shorter-term, institutions under $25 million 

benefitted from their larger allocation to U.S. Equities at 43% vs. 13% for institutions over $1 

billion for fiscal year 2013, but over the longer-term the difference in return patterns and long-

term return expectations is due in large part to higher allocations to alternative strategies by 

the largest institutions in the Study.  

With improved 1-year and 3-year returns, institutions are moving closer to their stated long-

term return targets. Over the 10-year period, institutions reported an average annual return of 

7.1% vs. an average long-term return objective of 7.4%. Somewhat surprisingly, 28% of all 

institutions in the Study reported that they either did not have a long-term objective or were 

uncertain if they had a long-term objective. With effective spending rates averaging 4.4% in 

fiscal year 2013, and costs averaging 0.64%, inflation is the remaining factor determining 

whether an annualized return of 7.1% will be sufficient to preserve asset values over the long 

term.  

Asset Allocation  

Average asset allocations did not change much from the previous year, moving no more than 

one to two percentage points in any asset class. Fixed income and equity allocations have 

decreased across all institutions over longer time frames. Larger institutions still have a sizable 

allocation to alternative strategies vs. smaller institutions. The average asset allocation for 

alternative asset strategies dropped slightly in fiscal year 2013 for most institutions, while US 

Equities and International Equities increased slightly. We expect the adjustment is likely the 

result of better annual performance for U.S. Equities and International Equities in fiscal year 

2013 rather than a universal decision to reduce allocations to alternative asset strategies.  

 



 
 

 

 

 

Alternative Investments 

College and University study participants continued to invest in alternative investments, with 

an average of 53% of the portfolio invested in alternative assets, down slightly from 54% last 

fiscal year. Institutions with more than $1 billion in assets had 59% of the portfolio invested in 

alternative assets vs. 23% of the portfolio for those smaller institutions with $51-100 million in 

assets. Institutions with less than $25 million in assets had an average of 11% of the portfolio 

invested in alternative assets. 

Among alternative strategies, the largest allocation was to marketable securities at 38%, 

followed by private equity at 24%. Other allocations were to energy and natural resources at 

14%, private real estate at 13%, venture capital at 7% and distressed debt at 4%.  

Larger institutions had a larger allocation to private equity with 25% of alternative strategies 

invested in this strategy, while smaller institutions had an average of 6% allocated to private 

equity strategies. Institutions with $51-100 million to invest had an average of 52% of their 

alternative asset allocation invested in marketable securities, vs. 70% for the institutions with 

less than $25 million in assets.  

In general, smaller institutions use liquid marketable alternative strategies as a way to access 

and implement alternatives investments with greater economies of scale. 



 
 

 

 
All data are dollar-weighted unless otherwise specified. Due to rounding, details may not sum to 100%. Alternative strategies are categorized 
in the NCSE as follows: Private equity (LBOs, mezzanine, M&A funds, and international private equity); Marketable alternative strategies (hedge 
funds, absolute return, market neutral, long/short, 130/30, and event-driven and derivatives); Venture capital; Private equity real estate (non-
campus); Energy and natural resources (oil, gas, timber, commodities and managed futures); and Distressed debt. On-campus real estate is 
included in the Short-term Securities/Cash/Other category. 

 

Spending Policies 

Average annual effective spending rate for fiscal year 2013 was 4.4% for total institutions, up 

from 4.2% for fiscal year 2012. Nearly half of the study respondents reported an increased 

effective spending rate, while 25% reported a decrease.   

  



 
 

 

By institution, the smallest organizations, under $25 million, reported the lowest rate average 

annual effective spending rate of 4.1% vs. 4.8% for institutions with more than $1 billion in 

assets.  

 

By endowment size, 73% of institutions with assets under $25 million reported using the 

moving average formula vs. 60% of institutions with assets over $1 billion. In the past few 

years, there has been an increase in the number of institutions that decide on an appropriate 

spending rate each year, likely in response to highly volatile markets and greater 

unpredictability in tuition income.  This year, 16% of institutions with assets under $25 million 

reported deciding on an appropriate rate each year vs. 10% for institutions with more than $1 

billion in assets.  

 



 
 

 

Higher investment performance is important for colleges and universities, since endowments 

remain a significant source of support for higher education. In line with Study results from the 

previous fiscal year, participating institutions reported that an average of 8.8% of their 

operating budget is funded by their endowment, ranging from a high of 16.2% for institutions 

with assets over $1 billion to a low of 2.5% for institutions with assets under $25 million. 

Risk Management 

In a new area of inquiry, the Study found that 50% of participating institutions employ risk 

limits in their portfolios, while 28% said they do not. 72% of this group use volatility 

calculations, such as standard deviation, and 55% use measures such as alpha and beta. 41% of 

all Study respondents reported using stress testing or scenario analysis for their portfolios.  

 

 

 



 
 

 

Portfolio Rebalancing 

Portfolio rebalancing of at least once in fiscal year 2013 was reported by 83% of all 

respondents vs. 79% in fiscal year 2012. Two widely followed rebalancing methodologies were 

reported in the Study. Of all institutions surveyed using the calendar-based approach, 26% 

rebalanced on a quarterly basis, while 9% rebalanced annually. Of those using market-value 

based methodologies, 90% of total respondents reported rebalancing their portfolios based on 

target and range-based criteria, and 35% rebalanced the portfolio in response to major gifts or 

other cash flows.   

Environmental, Social and Governance (ESG) Investing Criteria 

Of the 835 Study participants, 18% said they apply environmental, social and governance 

criteria to their investments. Of the 157 institutions with some form of ESG policy, the majority 

apply social criteria to their portfolios. By methodology, 58.6% of the 157 institutions  use 

negative screens, 48% vote proxies consistent with their ESG criteria, and 70% report that ESG 

criteria is a formal institutional policy.  

 



 
 

 

Ongoing Due Diligence 

Many respondents reported outsourcing their endowment investment function to an 

independent investment firm. The fiscal year 2013 Study found that 56% of institutions with 

less than $25 million in endowment assets and 52% of institutions with $51-100 million 

substantially outsource their investment functions.  

Only 10% of institutions with assets over $ 1 billion substantially outsource their investment 

functions. With more complex portfolios and greater resources, institutions with assets over 

$1.0 billion reported the largest staff size with an average of 9.7 full-time equivalent 

employees; 77% of which have a Chief Investment Officer. Institutions with assets under $25 

million reported an average of 0.3 full-time equivalent employees. 

 

In a new area of inquiry, the Study asked who is responsible for carrying out ongoing due 

diligence on the investment managers once they have been retained. The Study found that 62% 

of participating institutions reported this task rests with the investment or finance committee, 

40% said that a dedicated internal staff and 16% relying on the Board. 40% also reported that 

a consultant and 21% reported that an outsourced investment manager performs this role.  

(Multiple responses were allowed). 

Viewed by size of institution, for those with assets under $25 million, 27% said ongoing due 

diligence was a board responsibility, 69% said it was an investment or finance committee 

responsibility and 27% said it was the responsibility of internal staff. In addition, institutions 

under $25 million reported in equal numbers (20%) that a consultant or an outsourced 

investment manager was responsible for this job. It is notable that no institution with assets 

over $1 billion said that ongoing due diligence was the responsibility of the board.    



 
 

 

Best Practices  

Some of the best practices reported by study participants included holding regular quarterly 

meetings of the investment committee. Most respondents reported having frequent asset 

allocation discussions, with a focus on cash flow visibility. An additional recommended best 

practice is to perform an annual review of the investment policy statement to ensure effective 

compliance with and oversight of the investment portfolio.    

The full 2013 NACUBO-Commonfund Study of Endowments® can be purchased on the NACUBO website. 

www.nacubo.org  

Source: 2013 NACUBO-Commonfund Study of Endowments® released jointly by National Association of College and 

University Business Officers and Commonfund Institute. March, 2014.  

 


