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Summary observations from the

2021 NACUBO-TIAA Study of Endowments

720 $1.1 billion

colleges, universities and education-related average endowment size reported,
foundations completed the FY2021 survey. up 35% from 12 months earlier.
$821 billion 34%

of endowment assets represented of total market value is held by endowments
in the FY2021 survey. with more than $1 billion in assets.

The Survey was conducted from September 8, 2021, through December 10, 2021,
and covers the 2021 fiscal year (July 1, 2020-June 30, 2021).
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Gifting: Inflows increase with rising market

Percent of endowments
that received gifts directed
toward DEIl initiatives

Change in new
gifts from FY2020

+15% 65%

The level of new gifting that endowments Nearly two-thirds of respondents reported at
received in FY2021 increased significantly least some level of gifting that was specifically
vs. FY2020. Research has shown that tagged to support diversity, equity and inclusion
charitable giving is often higher when (DEI) initiatives. This was the first year that
market returns are strong. the survey asked about these types of gifts.
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Endowment spending: Holds steady at 4.5%

The average spending rate by endowments was virtually unchanged from FY2020 at 4.5%. Endowment revenue was likely a larger part of
FY2021 operating budgets because tuition and auxiliary revenue at many institutions were down as a result of the pandemic. The Study also
found that 20% of institutions made special appropriations in FY2021.

Spending policy distributions by Percentage of operating budget funded by
function endowment, change from FY2020 to FY2021

| Student
financial aid

Endowed faculty
positions

] Operation and maintenance

. B Increase
of campus facilities

Academic programs

Decrease
and research

All other purposes No change
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Investment returns: FY2021’s robust gains have a muted impact

on long-term returns

Net annualized average returns

Endowments benefitted [ FY2020 Il FY2021
from robust.returns 359,

across public and

private equities and 30%

other risk assets in 30.6%
FY2021, resulting in an

25%
average return of 30.6%
overall. But this chart 20%
shows how one year
of stror]g .retu.rns 15%
has a limited impact

I -t
on onger erm 10%
annualized returns.
5%

11.4%
0,
75%] 8% 7.3% 0 1% ) 7.4%
6.2% _— 6.8%
5.2% 5.1% . 5.5%
0%

1-year 3-year 5-year 10-year 15-year 20-year 25-year
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Return targets: Inflation and fees raise investment goals

Average expectations for primary target return components

For years, 7.5% has been

considered the standard target 9%
return for endowments. This TOTAL 7.94%
target, or “bogey,” comprises TOTAL 7.51%
three primary categories:
spending requirements, inflation
expectations, and fees and
expenses. In FY2021, that B Fees and expenses
total jumped to 7.94%, driven
by large increases in long-
term inflation expectations

and fees and expenses.

6%

I Long-term inflation
Spending requirements

3%

1.04%

0%
FY2020 FY2021
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Asset allocation: Larger endowments maintain higher allocations to

private assets, real assets and marketable alternatives

Asset allocations for endowment cohorts, FY2021

Like in previous years, 100% 2.5% 27% 0.6% 2.4% 1.5% 1.8% 0.5% 0.4%
. I I I — — Other
in FY2021 larger ‘ n»
endowments exhibited 90%
Real assets

less reliance on fixed

: _ 80%
income and domestic
public equities, while 70% 126% o Fixed income
. e . ! (]
showing greater utilization 60% - e
. . o 6.8% " ,
of private equity, venture I Marketable alternatives
i 50%
capital, real assets and 0 e . .
marketable alternatives. 13.4% Private equity and
40% venture capital
0,
30% [ Public global equities
20% 38.6% 40.9%
11.5% [ Public non-U.S. equities
10%
9.9%
0% M Public U.S. equities

Total institutions Over $1B $501M-$1B  $251M —$500M $101M —$250M $51M —$100M  $25M —$50M  Under $25M
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Asset allocation: Exposure to private assets drives

large endowments’ higher returns

Dispersion of one-year returns, FY2021

Across all institutions, the gap
between the 75 percentile

of investment returns and

the 25" percentile in FY2021 W 50 percentile (median)

45%
75" percentile

. 40%
was 7.1%—more than twice ’ 40.8%

. . th 1
the 3.4% dispersion posted 25" percentile
in FY2020, albeit on a base u .

35% 36.5% 36.6%
of much larger absolute
returns. Return dispersion was 34.0% N 33.20/ 33.9%
widest for the largest cohort, 325% [ ] 2.1%
o ol e TR g 30% [ | 31.1% 30.7%
at 8.3%; this is likely driven 30.1% B = [ 7% 20.9%
by $1 billion+ endowments’ . 20.3% 28.8% 20.3% - zgty
relatively large allocations to 26.9% | 27.0% ™ 26.9%
. . 25% 26.4% 25.9%
private equity and venture [ :
) 24.7%
capital, as well as real assets. 243% -
22.3%
20%

Total institutions ~ Over $1B $501M - $1B  $251M —$500M $101M — $250M $51M — $100M  $25M —$50M  Under $25M
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Fixed income: Non-investment grade and private debt allocations

remain low ... for now

Allocations to fixed income, FY2021

Allocations to non-

_ _ 35%
investment grade fixed
income and private debt
. - 30%
remained surprisingly low
across all size cohorts
in FY2021, at less than 25% Cashand
equivalents < ear
2% of endowments’ total ‘ !
allocations. Allocations 20% B Private debt
to non-investment grade
fixed income, particularly 15% 15% B Non-investment grade
floating-rate debt, will
likely increase significantly 10% B Investment grade
in coming years as we
move into a rising-rate 5 143%
0
environment.
0%

Total institutions Over $1B $501M - $1B  $251M — $500M $101M —$250M $51M—$100M $25M —$50M  Under $25M
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Debt: Endowments lock in low rates ahead of anticipated increases

NACUBO

FY2021’s environment of ultra-low interest rates, combined with growing expectations that rates would soon begin rising as monetary policy
tightens, led some endowments to shift more toward fixed-rate debt to finance their borrowing.

Portion of endowment debt that is fixed-rate Average interest rates paid on fixed- and
floating-rate debt

90% W FY2020 W FY2021

4%
. 3.8% 3.7%

85% 3%
2%

80%
: ﬂ»

0,
75% 0% Avg. interest rate on Avg. interest rate on
FY2020 FY2021 fixed-rate debt floating-rate debt

10
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Responsible investing: Increasing but still measured

adoption

Endowments increased their responsible investing practices in 2021, yet they continue to take a measured approach to its implementation in
their investment policies and portfolios. Uncertainty remains about whether responsible investing can add alpha, and many endowments
continue to have concerns that responsible investing may conflict with their duties as fiduciaries. The lack of standardized ESG reporting,
structural limitations and resource concerns continue to limit adoption, especially for smaller institutions.

Percent of endowments that:

Factor responsible investing into their investment Believe that responsible investing can be a source of alpha
manager due diligence and evaluation process
50% 30%
45% 20%
40% 10%
39.6%
35% 0%
FY2020 FY2021 FY2021

1
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OCIO: Trend toward outsourcing continues

Percent of endowments using an OCIO to run investment management

o/ ; 60%
from 41% in FY2020 and up from

34% in FY2010. This trend reflects

In FY2021, 43% of endowments 1 FY2020 M FY2021
the increased adoption of the 50%
OCIO model following the Global

. 70%
reported using an outsourced ’
54,0%
51.7% G0 6%
46.6%
45.1%
Financial Crisis of 2007—2008 40% P 43.3% 42.7%
among institutional investors
of all types, particularly among 30% o
smaller and mid-sized funds.
20% 23.7%
10% 14.6%0114.2%,
0%

chief investment officer (OCIO), up
Total institutions ~ Over $1B $501M —$1B  $251M — $500M $101M — $250M $51M —$100M  $25M — $50M  Under $25M

12
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DEI: Incremental gains in manager selection

University has a diversity and inclusion policy for investment manager selection

The percentage of 100 I FY2020 B FY2021
endowments reporting °
that their institution had a
formal policy addressing 10%
diversity and inclusion
related to investment 8%
manager selection increased
modestly in FY2021. Nearl
o y ) y 6% 6.4% § 6.3%

all this increase was driven .
by private institutions.

4%

3.1% 20% 1 3.0%
2%
| I .
0%
Total Private college/ Public college, Institutionally Combined Others
institutions university unversity, or related endowment/
endowment system fund foundation (IRF) foundation

13
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Keep exploring
the survey results

Access the publicly available tables

from this year’s survey and learn

how to purchase the survey at:
https://www.nacubo.org/Research/2021/N
ACUBO-TIAA-Study-of-Endowments
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Disclosure

©2022 Teachers Insurance and Annuity Association of America-College Retirement Equities Fund, 730
Third Avenue, New York, NY 10017

TIAA-CREF Individual & Institutional Services, LLC, and Nuveen Securities, LLC, Members FINRA,
distribute securities products.

This material is for informational or educational purposes only and does not constitute fiduciary
investment advice under ERISA, a securities recommendation under all securities laws, or an insurance
product recommendation under state insurance laws or regulations. This material does not take into
account any specific objectives or circumstances of any particular investor, or suggest any specific
course of action. Investment decisions should be made based on the investor's own objectives and
circumstances.

SOURCE: 2021 NACUBO-TIAA STUDY OF
ENDOWMENTS
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