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INTRODUCTION (cont.)
First, they must incorporate Catholic principles into their investment approach, while also
striving for strong portfolio performance in line with their fiduciary responsibility. Second,
they must create an effective oversight model, one that can be sustained over many
decades. Finally, they must engage investment professionals who not only understand
market values but also the higher values that all Catholics embrace.
BENEFITS OF AN ENDOWMENT
◼

Creates a perpetual source of income

◼

Relieves pressure on the operating budget

◼

Increases financial aid

◼

Boosts prestige and reputation

◼

Develops a lasting connection with donors

We hope this resource can both ease such challenges and inspire confidence in investing
both capably and faithfully. This guide is one of many complimentary offerings in our CIS
Institute, a unique suite of investment-related guides, webinars, articles, videos, podcasts
and other resources designed specifically for leaders of Catholic institutions. The CIS
Institute exemplifies the mission of Catholic Investment Services, which since 2014 has
helped organizations ensure their long-term sustainability and their vital work by investing
prudently.
CIS was created with a vision to guide Catholic institutions through the complexities of
investing to pursue strong returns while staying true to their religious principles. This vision
guides us every day as we collaborate with our clients to clarify their goals, build investment
solutions, and connect them with education, experience and Catholic peer institutions that
have successfully traveled the investing path.
Please enjoy this resource and feel free to share your comments and questions with us at
info@catholicinvest.org.
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+ Building an Effective Investment Committee
Remaining True to Your Investment Priorities
A Catholic institution that is investing for the future must assemble a select group of people
to ensure that its investment portfolio remains aligned with its mission and focused on
pursuing vital goals over the long term. This group – the Investment Committee – oversees
the institution's investment manager, takes part in strategic decisions, and carries out the
responsibilities outlined in the Statement of Investment Policy.
Members of this committee are typically volunteers who are busy with their careers, and
although many are financial professionals, others are not. So, how do leaders of Catholic
organizations approach the process of assembling an effective Investment Committee? Here
are a few ideas we have gathered in our work with these leaders in recent years.
Start with the Church's Guidance on Good Stewardship
Canon Law offers clear guidance for Catholic institutional leaders who are called up to be
stewards of the temporal (material, financial or other) goods of their organizations. Such
goods have a four-fold purpose: for divine worship, for support of clergy and other ministers,
for the apostolate, and for works of charity, particularly those benefiting the poor and needy.
Investment Committees help to secure these temporal goods – and preserve the Church's
ability to perform its mission – by investing prudently in long-term investments such as
equities, bonds, alternatives and similar vehicles. Their stewardship, guided by their faith
and well-accepted investment principles, are a key part of the stable patrimony of the
church. They must complete their duties with great care, accountability and transparency.
What Does it Mean to be a Fiduciary
In addition to following the Church's guidance, Catholic investment committee members
must act in a fiduciary role. This means that they are responsible for making decisions and
taking actions that serve to advance the organization's goals – and never their own
interests.
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Members must be trustworthy, capable and committed. Their obligations are
often expressed as two duties:

1

2

Duty of Care

Duty of Obligation

Members should strive to attend every
committee meeting and be well-prepared so
that they can participate fully. They should
be ready to contribute to an informed
decision based on their independent
judgment – because every vote counts.

They have a duty to act in the best interest
of the organization and its beneficiaries.
Members also must adhere to all applicable
state and federal laws relating to nonprofits
and must comply with all reporting, filing
and tax requirements.

At the core of the committee's fiduciary responsibility is to choose an investment manager
who will share their fiduciary commitment while pursuing appropriate returns for the
organization's investment portfolio. The committee then must diligently oversee the
investment manager's performance, while avoiding the temptation to second-guess every
tactical investment decision.
How Should You Shape the Investment Committee?
We're often asked how many members an investment committee should have, or who
should serve on it. Our answer is always: It depends on what you're trying to achieve.
Catholic organizations all have distinct dynamics and circumstances, and their investment
objectives can differ significantly. Accordingly, a committee's size and member composition
should mirror the scope and complexity of the organization's investment objectives.
For most small-and mid-size organizations, a committee of 7 or 9 members will generally
suffice. This would allow for a range of different opinions, while being small enough to reach
decisions efficiently. Larger organizations may opt for more committee members, particularly
if they want to organize sub-committees for certain tasks. In either case, we advise having
an odd number of members to avoid tie votes. Similarly, think about particular areas of
experience that might contribute to the strength of the committee, such as international
missionary work, social or environmental advocacy, government, academics or business.
Insights into the USCCB investment guidelines and Laudato Si' priorities would also add
value.
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What is the Best Way to Recruit Committee Members?
Once you've scoped out the committee's size and areas of vital experience, create a list of
candidates for consideration. As a start, try to imagine if a candidate will be likely to perform
the two duties outlined above (care and loyalty). Then, consider if he or she would:
◼

Be prepared to share relevant expertise forthrightly – playing (but not
overplaying) an expert role

◼

Put personal investment biases aside to focus on the best options for the
organization

◼

Bring fresh ideas to the table, and be open to (and respectful of) others' ideas

◼

Take the time to learn about relevant issues, such as market dynamics and
the need to stay true to Catholic principles

It's likely that these initial screens will give you a strong list of candidates, with a range of
backgrounds and potential insights. But, it's important to consider other forms of diversity –
such as gender, ethnicity, race and age – to make the committee stronger and more vibrant.
When you do reach out to candidates, be absolutely sure to ask about any potential conflicts
of interest that might influence their committee participation. As fiduciaries, they must have
only one agenda: to keep your investment program on course and serving its beneficiaries.
Some conflicts of interest are easy to see, such as if a committee member (or a major
donor) were to be connected to an
investment firm vying for a new or expanded
role with the institution. However, other

A Committee That Shines

Forming an investment committee is not a

conflicts may not be easily discernable even

perfect science, but the advice above will

for the individuals involved. This is why the

get you on the right path. Assemble a group

committee should create a formal statement
about conflicts of interest, with both general
guidance and specific examples to avoid.
Finally, ensure that you select a strong
leader for the committee. This person should

of people who understand their roles, take
time to learn and listen, and forthrightly
share what they know – in a short time they
will be an Investment Committee that adds
great value to your organization and to the
people you serve in the decades ahead.

be a great communicator, able to draw out
options, manage debates and guide (but not dominate) the decision-making process. The
quality of this leader will likely make or break the committee.
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+ Investment Committee Procedures
Paving the Way for Informed, High-Quality Decisions
The Investment Committee plays a crucial role in securing the future of a Catholic Institution.
Committee members share a passion for the organization's mission and are eager to
contribute to a sound investment strategy. This passion and commitment will yield the
greatest value when the committee is able to follow procedures that are clear, consistent
and focused on the organization's most vital decisions and challenges.
Good communication is perhaps the most critical success factor for a committee. The
organization must communicate and frequently reinforce expectations for committee
members, while sharing information in a timely fashion. Members must communicate their
ideas and objections candidly, while also being patient listeners. Most important, the
committee must communicate its discussions and decisions to investment managers and
the organization's leaders – this is at the heart of their fiduciary duty.
What precisely do effective Investment Committee procedures look like? Here are some
essential elements, which we have observed in practice across our universe of Catholic
institutional clients.
Creating an Effective Agenda
1. The committee chairperson is responsible for creating and sharing an agenda before
each committee meeting. This agenda is no mere formality: it elevates certain
matters for special focus, ensures that all core responsibilities (such as portfolio
performance review) get covered, and provides vital education for members. You will
find an illustrative agenda in this chapter, but here are the essential elements of an
effective agenda:
2. Approval of Minutes from the previous committee meeting
3. Discussion of topics, listed by priority
4. Portfolio performance review
5. Education session for members (we recommend bringing in an outside expert)
6. Open discussion
7. Agreement on next steps and assignment of responsibilities
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This agenda should be sent to committee members about a week before the meeting, along
with: the last meeting's Minutes; a summary of recent investment portfolio performance;
background material relevant to critical discussion topics; and pre-reading for the
educational segment of the meeting.
Sample Investment Committee Meeting Agenda

Agenda Item

Notes

Welcome

Before turning to the agenda, many Catholic organizations will spend a moment to reflect on
what’s happening in the world, reinforce the committee’s important role, and share a
blessing.

Minutes
Approved

Ensure that committee members have a chance to ask questions about and request to
amend (if necessary) the record of what was discussed and decided at the previous board
meeting. The Minutes should be sent to members at least a week in advance.

Issues for
Discussion

There may be several issues to discuss, but ensure that you list them – and recommend
time allotments – based on their relative importance.

Performance
Review

A portfolio performance report also should be sent to committee members one week in
advance. Your discussion (which need not be lengthy) should cover:

Notes

• Relevant economic and market developments since the last meeting
• Performance of the portfolio relative to stated benchmarks, with an emphasis on longterm (3-, 5- and 10-year) rather than short-term performance
• Any notable changes in the portfolio’s risk and return profile, or in the investment
managers’ teams
• Other factors that may affect the portfolio’s alignment with long-term investment
objectives Education Session Committee members should always be learning about
investing and ways to perform their duties more effectively.

Education
Session

Committee members should always be learning about investing and ways to perform their
duties more effectively. Rotate topics every meeting, keep sessions lively and invite outside
experts to share their perspectives and insights.

Open
Forum

Go around the table and invite each member to comment on topics discussed or to raise an
issue. Take care to draw out members who tend to be reluctant to speak up during other
sections of the agenda.

Path
Forward

Committee members must agree on next steps for any open issues, with individuals or
subcommittees being clear on what actions they need to take before the next meeting.

Adjourn

Many organizations will host an informal after-meeting reception, to give committee
members time to socialize before everyone goes their separate ways.
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Arranging the Right Meeting Schedule and Format
Catholic institutions typically hold their Investment Committee meetings quarterly, which aligns them
with quarterly portfolio performance reports as well as the institution's quarterly board meetings.
Some institutions, particularly those with very large endowments, will hold meetings more frequently.
The point is that members should convene often enough to get the job done, without having the
frequency or duration (or pre-and post-meeting requirements) becoming a burden.
Most often, these committee meetings take place in person, which reinforces a spirit of collaboration
and helps members build strong bonds. But, in our age of technology – and, beginning in 2020, of
social distancing – we advise clients to have an open mind about conducting virtual committee
meetings. Having a process and technology in place to do so will avoid future disruption, and also
allow for participation of distant experts or committee members who might be unable to travel, but
who are essential to the discussion.
Setting the Stage for Well-Rounded Decisions
The task of managing meeting dynamics is squarely in the hands of the committee chairperson. Even
the best agenda can quickly get derailed if members are unable to fully contribute, or get mired in
circular debates or minute details. The chairperson must strike the balance between supporting
spirited discussions and driving toward consensus and decisions.
The chairperson must deftly counteract behavioral finance elements that can disrupt the decisionmaking process, such as:
--------------------------------------------------------------------------------------------------------------------------------------------------------------------

Disruptions to the Decision-Making Process
Following the Herd – Rallying around new trends rather than applying an independent lens
Pushing for Action – Seeking quick consensus without weighing all the facts (and to avoid conflict)
Deferring to Experts – Muting one's views in the presence of those with greater experience
Mulling and Inaction – Delaying decisions on particularly contentious issues
Forming Camps – Aligning with members of opposing groups, and yielding no ground
-------------------------------------------------------------------------------------------------------------------------------------------------------------------In the end, the chairperson must "read the room" well, understand the personalities of the
committee members, and seek to bring out the best ideas, facts and potential objections from each
of them. All opinions must be heard and respected – and unbiased by meeting dynamics – to reach
effective decisions.
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Creating a Permanent Record
As noted above, good communication is critical to an Investment Committee's success. Nowhere is
this more true than in the documentation of meetings, member discussions and final decisions. The
Minutes of the meeting represent formal documentation of how well the committee is executing its
fiduciary duties. They are a permanent record – and, over time, a chronicle – of how a committee
has evolved and shaped the organization's success over years or decades.
Make sure to assign a non-participating attendee to write down what is said and discussed, and to
prepare a draft of the meeting Minutes.
These Minutes should provide details about:
◼

Meeting time and date and who attended (or was absent)

◼

All topics discussed, with relevant points offered by members

◼

Decisions that were reached or tabled

◼

Description of processes followed to reach decisions

◼

Details about follow-up responsibilities for each open item

Resist the impulse to "trim down" the Minutes. The more details, the better – especially if someone is
looking back years from now to understand an important committee decision and how it was made.

Keeping the Lines Open
Excellent communications – from a
well-honed agenda to a well-run
discussion – drive the success of an
organization's Investment Committee.
Members will make more-informed
decisions, will enjoy interacting with
their peers, and will cherish being part
of the institution's investment success
and long-term vitality.
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+ Developing Your Statement of Investment Policy and Objectives
Critical Considerations as You Define Your Approach to Investing
The most fundamental task of your Investment Committee will be to create a formal document that
details your organization's investment objectives and how you intend to pursue them. This
Investment Policy Statement will ensure that everyone – your committee members, executives, and
professional investment partners – will know what's expected and how to proceed in alignment
toward achieving common goals.

Investing Approach Considerations

Purpose
Statement

Investment
Objectives

Investment
Guidelines

Performance
Review

In our work with diverse Catholic organizations across the U.S., we have seen or helped to develop
In our work with diverse Catholic organizations across the U.S., we have seen or helped to develop
many investment policies. No two policies are exactly alike, but most address certain standard
topics. Here is a high-level overview of these topics, drawn from some of the most effective policies
we've encountered.

Purpose Statement
In most cases, investment policies begin with a section that answers a fundamental question: "What
is the intent of this document?" This Purpose Statement is a snapshot of what stakeholders will find
in the investment policy.
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The Purpose might be as simple as this:
The purpose of this investment policy statement is to set forth
guidelines for our organization's portfolio, with particular
emphasis on factors that drive investment returns and risk. This
document will discuss our investment objectives, policies,
processes for decision-making and choosing managers, as well
as how we will evaluate performance. We intend this policy to
be specific enough to be meaningful, while preserving flexibility
for sound decision-making in an evolving world.
Catholic institutions sometimes include information about their missions, particularly if it lends
additional context to their investment aims. For example, a group that works with the poor globally
might state that cashflow for ongoing programs must not be disrupted – a requirement that
significantly impacts their investment risk profile.
Investment Objectives
It's essential to establish clear investment objectives from the outset. These objectives generally
have strategic intent, keeping an eye on the long term, while allowing for tactical decisions that can
help the organization seize opportunities in the short term. These Investment Objectives reflect what
we've often seen in the policies of Catholic institutions:
◼

Maximize the endowment fund's growth over the long term

◼

Maintain the fund's real purchasing power, net of regular distributions

◼

Deliver stable, perpetual financial support to the beneficiaries of the fund

◼

Maximize long-term total return, while accepting some annual volatility

◼

Maintain a prudent level of diversification in the portfolio

◼

Incorporate relevant investment horizons and risk tolerance

◼

Exceed the rate of inflation (based on CPI) by X% on an annualized basis

Some organizations include more detailed objectives, such as achieving a certain rate of return over
a market cycle or avoiding one-year losses that exceed a stated percentage.
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Investment Guidelines
In many ways, this section forms the heart of the investment policy statement. It provides specific
guidance for the committee and other stakeholders regarding roles and responsibilities, return
objectives and risk tolerance, the influence of religious and social factors in investment selection,
and the influence of liquidity, debt and spending on the portfolio's structure.
Here is a quick rundown of the key elements of these guidelines:
Spending Policy – As the investment portfolio is (hopefully) growing, the organization is often
withdrawing funds at certain intervals. To maintain equilibrium, some guidelines offer spending
guidance that emphasizes smoothing, such as: "A withdrawal percentage will be calculated based on
a three-year average of fair market value and relevant operational needs, not to exceed X% per year."

Social Responsibility Guidelines – Catholic institutions generally state their intent to align
investments with the mission and values of the Church. They often refer to the United States
Conference of Catholic Bishops (USCCB) Socially Responsible Investment Guidelines, or state areas
of desired alignment with the Laudato Si' encyclical of Pope Francis. Some Catholic organizations
include mission-based guidance – such as restricting investments in tobacco and alcohol – while
others may ask that investments strive to deliver measurable social impacts in a specific area.
Asset Allocation Target – In most cases, our investors are striving for significant diversification in
their portfolio to pursue long-term growth while mitigating risk and severe fluctuations in value.
Accordingly, they often establish investment minimums and maximums for various asset classes,
such as global equity, alternatives and fixed income, with opportunities for tactical inclusion of private
equity and venture capital.
Benchmark Selection – Related to the asset allocation guidance, organizations also will name the
specific performance benchmarks by which they measure themselves. For the most part, these can
consist of standard industry benchmarks for each asset class. However, Catholic institutions may
have to modify their benchmarking approach to account for less mainstream investment factors
affecting performance, such as alignment with the USCCB guidelines or relevant themes in the
Laudato Si'.
Manager Selection, Reporting and Evaluation – With the asset allocation and benchmarks in
place, it's now important to determine how the institution will choose managers to carry out the
strategy. Clearly, a proven track record is important, but the investment guidelines will need to detail
what a manager is expected to do (and not do), how much flexibility they will be given to adjust to
market conditions, and when and how they will report any changes to the committee. Also, many
policies will require an evaluation of all managers within a certain timeframe, such as three to five
years.
Clarification of Roles – To ensure that all stakeholders can work together productively, provide a
concise description of roles and responsibilities of board members, staff members, consultants,
managers, and any other professionals who are involved in decisions and execution.
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Investment Performance Review
All Statements of Investment Policy contain a section devoted to Committee review of investment
performance. This review typically takes place quarterly and considers factors such as: progress
toward stated objectives; performance relative to chosen benchmarks; and any other measures that
the institution and managers have agreed to in advance. The policy might stipulate how managers
will report their results, such as net of fees, and cover a range of periods, such as the quarter just
ended, year-to-date, and one-, three-, five-and ten-year (if applicable) performance periods.
In many cases, the policy will also allow for a near-term assessment of the manager, such as if
recent investment performance is considerably out of sync with benchmarks or expectations, or if
there have been material changes in the manager's investment team.
Keep It Alive
Once a Statement of Investment Policy is thought through, written down and approved across the
organization, it should not be considered a static document. Think of it as a living document, which
must evolve to stay effective over time. Every year, the Investment Committee should revisit the
policy to see if it should be modified to reflect developments such as:

Tactical Opportunities

New Guidance

such as new asset
classes, private equity
or venture capital

from the USCCB or
the Vatican
(Laudato Si')

New Best Practices
emerging in the ESG
arena and Impact
Investing

Global Events

Equity Issues

that might affect investment

like social, economic and

strategy going forward i.e.

human rights concerns i.e.

Pandemics

Public Health / Poverty

By keeping your Statement of Investment Policy fresh and relevant, you will ensure that your
organization's financial goals – and the means to achieve them – remain in sharp focus
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+ Forging Productive Partnerships to Advance Investment Objectives
Playing to Everyone's Strengths
One of the key decisions facing leaders of Catholic institutions is how to form and sustain mutually
productive partnerships with investment professionals outside their organizations. Even if the
organization's Investment Committee includes experienced financial professionals, they might not
possess the expertise needed to formulate and execute a complex, faith-based investment strategy.
Finding the right balance of internal and external investment expertise is a unique challenge for each
organization, requiring an assessment of its goals, priorities and resources.
Common Investment Partnership Models
Investment Committees are responsible for creating an investment strategy to suit the organization's
strategic vision and oversee how this strategy is executed. In some cases, the committee will also
determine asset allocation and implementation of portfolio managers. More typically, however,
Catholic institutions will choose one of three investment partnership arrangements to share the
investment management responsibilities. These are:

1.

Consultant
Relationship

2.

Outsourced Chief
Investment Officer

3.

Investment Management
Organization

A consultant collaborates with the

The Investment Committee retains

A firm draws from a suite of investment

organization's staff and Investment

decision-making authority.

solutions, comprising various asset

Committee members, providing

The OCIO provides consulting

classes and exposures, and manages

recommendations and guidance

services too, but also is given the

the committee's custom mandates,

relating to asset allocation, portfolio

authority to begin and end

such as adhering to faith-based

manager performance and other

relationships with portfolio

investment priorities.

matters.

managers, and can adjust asset
allocations within set guidelines.

Consider these questions when considering which investment partner model might be best for you:
◼ Can it complement and build upon the existing experience and knowledge among investment

committee members and institution staff?
◼ How well is it aligned culturally with your organization? Does it understand the nature of non-

profits generally, or Catholic institutions specifically?
◼ Does it have sufficient assets under management to offer economies of scale in terms of fees?
◼ What kind of relationships does it have with the top investment managers who otherwise might

not be accessible to your institution?
◼ Would the partner bring other resources to the table? E.g., education, board training,

connections with peer institutions to learn best practices, etc.
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Choosing and Evaluating Portfolio Managers
Ultimately, regardless of whether a Catholic institution chooses a partnership model like the ones
above – or decides to go it alone – there is a need for Portfolio Managers. These professionals work
with their teams of analysts and traders to handle day-to-day investment activities for specific parts
of a portfolio, such as international stocks, large-cap stocks or real estate. They must abide by the
Statement of Investment Policy as well as guidance from the Investment Committee or its designees.
However, these managers have authority to adjust their parts of the investment portfolio to keep it
on course in the midst of ever-changing market and economic conditions.
Portfolio manager selection should take into account track record, team quality and, ideally,
experience with Catholic institutions or nonprofits. One important note: If a member of your board or
investment committee works for a firm that is seeking to manage your assets, that firm should be
excluded from consideration. It would be a clear conflict of interest.
As fiduciaries, the Investment Committee must also consider fees and charges assessed by the
portfolio managers. Such expenses should be reasonable based on the service quality provided,
rather than solely on assets being managed. The committee or its consultant should discuss
investment management fees to identify a structure most appropriate for the institution. These
discussions and clear details of fees should be part of the permanent record.
We're often asked: How should an Investment Committee assess manager performance? There's no
simple answer because no two portfolios or market environments are the same. However, we advise
◼

Progress toward the stated objectives for the portfolio

◼

Performance as compared to agreed-upon market and customized benchmarks

◼

Adherence to stated risk profile

◼

Report quality, covering a range of periods providing relevant context
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