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LOOK NO FURTHER THAN CHATGPT

Source: istock
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INVESTING CHARITY MONEY: GUIDANCE FOR TRUSTEES (CC14)

Take advice
Overall control of where
decision-making appropriate and
and have complied reach a
with their duties reasonable
decision

| _Without an g3 CHARITY COMMISSION
Decide on an investment policy, FOR ENGLAND AND WALES
investment policy trustees are likely

for their charity, to find it difficult to

record it in writing demonstrate that
and keep it under they are making
regular review good use of the
charity’s funds

Source: Charity Commission
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XYZ Charity
Registered Charity No.
Investment Policy Statement

Introduction

VT Charity the Charity) s an incorpocated grant making charity, whase purpose is to enhance and
imprave the experience of leter ife for peagle through delfivery of First-class actiities, services,
IfeUmtion and advice cesigned ta promate well being for all.

Gavernance

The Board of Trustees is responsible for setting the investment palicy and folkew the Charity
Commission guidance as set out in Investing charity money: guidance for trustees (CC14] and in
accardance with the principles set out in the Trustee Act 2

Time frame
Far the short-term reserves: the priarity is financial security, s the maney may be needed at any
e, s sich capital valstifity canniot be tolerated: the aim must be to minimise the risk to capital,
mast cases this means placing the money on deposit with a benk and any retum such as interest i
secondary albeit a welcome banus

Far e musst be to pratect the money against inflaticn

are prextiace 8 reasaails incame. A sueh ivestments are lon£sam {mare than e yesrs] and
canl!nlwlamlkrcnn be tolerated.
Investment Objectives
The main objectives for the investment partfolia are te:

* To deliver the best overall financial return within & rsk profile that is in line with the

arganisation’s financiel abjectives
To privide a reasanable snd sustainable kel of income.
To maintain the real value of permanent endewment (i.e., te pratect it against inflatian]
Toinvest for the kngeterm in a divers oo
The investments should be consistent with the values and ethos of the anganisation

Total return target

The total return target for the investment pertfolio has been set at inflation plus 35 p.2. net af fees.
This mplies & nominal target of 5% p.a. assurming inflation setties back to the Bank of England's langer-
arm infiation target of araund 2%,

Income requirement

There is no spesific income tanget. However, the Trustees sxpact the investments ta generate 3
reasonable level of income.

Liquidity requirement
The Charity hale:

reserves to meet sh-flow requirements.

The longer-term investment pactfolio shacld be invested in assets that are easily realisable in nocmal
market conditions.

Ethical and other constraints

The Trustees have set na specic ethical of geagraphic, , the Trustees wish ta be
responsible investors. Eniranmental, sacial and governance (ESG] erteria are a set of standards to
asers @ company's operations that investors, such as charities, cansider when reviewing their
investments.

CONFIDENTIAL
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X¥Z Charity
Registered Charity No
Investment Policy Statement

& considier how a company performs as a steward of nature.
wamine haw it manages relatianships with emaloyees, suppliers, cystomeary and
= where it operates,

a company's leadership, executive pay, aud

ternal centrols, and

nager is expected to take account of £SG issues in their investment analysis and
scesses and engage with company management when appropriate and produce
‘ering ES6 issues

nager has estegorised the Charity's respansible investment preference is Awre!
e aim i to aptimize immmx\ returms far the given level af risk level, believing that
g aware of ial and

o capital volatliy within Ehe investiment portfolio s cansidered by the Trustees o
Ehe charity's risk and return oljectives but the be
‘and individual investmants shauld be in line with 3 standard meium risk profile.

bl o current income i cede 13 st the chariy's longer-dern cbjectives

Typical squty Suggested mnmum,
weghting - Lo 1o 7% rwesamart paricd

‘ Syuns

in the portfalio shauld be such as to limit the downsice risk in the portalia.
s accept there maybe times of risis when the downside risk might be larger s
e ‘peak to trough decling’.

sederate” ability to bear investment losses. In extreme circumstances, falls in the
16 up t 35% would not have & material impact on the charity's averall financial
tments

s are insteriing therefare the manages is sxpected to be mindful of this fact when
s assets,

STATEMENT OF INVESTMENT POLICY

XYZ Charity
Registered Charity No.
Investment Policy Statement

fasses, asset class ranges and benchmark indices

1l bl shows the strstegic asset allocation, maximum and minimum [ sad benchmark

against which perlarmance of the portfolio will ke monitared.

Long ferm scost

alivestion Benohmark Indioer.
intarect 17.6 1020
parate bonds. 55 (B stering
e
squitias. T0.0 8076

Vicid Index (AGWI)

Bank of England Base
25 245 i

ave dstermined to use & composits of 50% [fogy UK Gits un 0 5 yescs and 50% MSCH AN
 Warkd Indss for this portion &5 we ane SNoCaNng o sfematives which we heleve Aave the
‘eristics o equiy ke rafums and bong (ke voigthly snd nerefre Inis most ciosely represents
WLIES OF e LDJEryINg VEMCIES

nent manager

ity appointed XXX to manage the assets on @ dscreSanary basis, in sccordance with the
5 et out i this stalement and within the guidelines et don fram time to time by the Trusiees.

Iy of azeets
it mmql;hzldm sceomdance with the FGA clent meney rues. Cash heid on deposit on behall
1517 pocled hich are separase from manies.

weis are hekd in Investment Manager's namines company (or thiough @ sub custodian) n
snce with FCA rules and are held as cien: assats which ars ssparaie of any of Insssiment
=5 oan assets. An indepencent assurance on inermal cantrols (AAF 010S) regort s
ision periodically by Quilier Chevict to demanstrate that eBective controls are in placs.

Wonitoring

Issues to consider

VVVVYVYYY

Governance

Financial objectives
Timeframe

Liquidity

Income requirement

Risk tolerance custody
Monitoring & benchmarking
Policy review

Investing for generations



ASSETS = RESERVES

Donor imposed restrictions Without donor restriction
Special ‘ Unrestricted
| | |
| | |
Endowments Restricted Designated General ‘
P t E dabl lus i tong term
ermanen xpendable ‘ Surplus income reserves

Source: Yoke & Company
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BUT ARE THEY A WASTING ASSET?

Source: iStock
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TIME FRAME

Short-term: the priority is financial security, as the money may be needed at any time. As
such capital volatility cannot be tolerated: the aim must be to minimise the risk to capital, in most

cases this means placing the money on deposit and any return such as interest is secondary
albeit a welcome bonus.

Long-term: the primary objective must be to protect the money against inflation while getting
greater return for taking the risk of investing. As such the aim is to invest for a reasonable time
period (normally more than five years) as investment will be subject to capital volatility and you
need the ability to ride out market turbulence.
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ETHICAL INVESTMENT: LEGAL GUIDANCE

BISHOP of OXFORD, 1991

‘Most charities need money; and the more of it there is available the more the trustees can seek to
accomplish’ but particular investments might hamper a charity’s work by making potential recipients
of aid unwilling to be helped because of the source of the charity’s money, or by alienating some of
those who support the charity financially.” However ‘Trustees must not use property held by them for
investment purposes as a means for making moral statements at the expense of the charity of which

they are trustees.”
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FUTURE RETURN EXPECTATIONS

UK government bonds 4.4
UK sterling corporate
5.4
bonds
UK equities 7.0
Overseas equities 7.0
Private equity 8.0
UK property 6.5 If inflation averages at 4% over the next 18
e 5.7 years you will have needed to double the
' value of today’s investments to maintain the
Commodities 4.5 same spending power
Cash 4.5

Source: Quilter Cheviot as at October 2022. Estimated returns represent our estimate of long-term investment returns over a full cycle of seven years, or more. Any data shown is for illustrative purposes only. It
does not and cannot constitute a projection of the future which is unknown. Past performance is no guarantee of future performance and the value of investments and income from them can fall as well as rise.
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‘RISK’ IS AS IMPORTANT AS RETURN

Estimated nominal return

Lower to Medium

Estimated range of
annualised return®

H

-3%

I/We have a lower to medium tolerance for risk, |/We would only be comfortable with modest
variation or disruption to capital value or current income

Typical equity Suggested minimum Estimated maximum peak-to-trough
weighting - up to 50% investment period decline across investment period®
3 years
-20%
I T T T T T T 1
years

Estimated range of
annualised return®

I/We have a medium tolerance for risk and can accept modest variation or disruption to capital
value or current income in order to meet my/our longer-term objectives

Typical equity Suggested minimum Estimated maximum peak-to-trough
+15% weighting - up to 75% investment period decline across investrment period®
5 years
-35%

-6%

r T T T T T T 1

years
Medium to Higher

Estimated range of
annualised return*

+20%

-10%

I/We have a medium to higher tolerance for risk and can accept considerable variation or
disruption to capital value or current income in order to meet my/our longer-term objectives

Typical equity Suggested minimum Estimated maximum peak-to-trough
weighting - up to 100% investment period decline across investrment period*

5 years
-45%

* Source: Quilter Cheviot

(%0)

6.4%

7.0%

7.4%

These figures are for illustrative purposes and represent estimated pattern of return for each risk profile. Past performance is not indicative of future performance and actual performance may vary.
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PUTTING VOLATILITY INTO PERSPECTIVE

Quuilter Cheviot Balanced Strategy
Stress Test During Selected Financial Crises

30% -
20% -
10%
0% -
-10% 4
-20% 4 -13.6% -13.4%
-30% -
-40% -+
-326.8% -37.5%
-50% -
Fed Hike Technology The Great European Debt
(Feb.1994 - Bubble Recession  Crisis {Jul. 2011 -
May.1994) (Mar.2000 - {Jul 2007 - Sep 2011)
Mar.2003) Mar.2009)
EQC Balanced EMSCI UK (E)

Source of MSCI data is Refinitiv Datastream, 31/12/2022

WQUILTER CHEVIOT

INVESTMENT MANAGEMENT

Covid-19
pandemic
(Jan.2020 -
Mar.2020)

0%

5%

10% -

15%

20% 4

25%

30%

355

40%

45%

1990

Quilter Cheviot Balanced Strategy
Drawdown 1990-Q4 2022

1997
1992
1993
1994
1995
1996
1997
1998
1999
2000
200
2002
2003
2004
2005
2006
2007
2008
2009
2010
20m
2012
20M3
2004
2015
2006
207
208
209
2020
2021
2022

Source of M5C| data is Refinitiv Datastream, 31/12/2022
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MONITORING, REPORTING AND COMPLIANCE

External: Performance
against the objective

Internal:
Sufficient insight?
Quick and easy to

decipher?

Who attends?
How often?
Who sets the agenda?

Source: istock, RL Glasspool, Quilter Cheviot
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KEEP DECISIONS IN PERSPECTIVE

Nuffield Foundation Capital Maintenance Index

8

Simulated

R e A

—_—CMl+ 1% — Endowment =0 seeees Collar

Source: James Brooke Turner Investment Director Nuffield Foundation 2018
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WHAT MAKES YOU CHARITABLE

What makes you charitable
IS what you spend, not
what you save.

It's not your money, it’s for
someone else.

What's best for them?

t '.,/ . , :
o 74
-~ / Y
/7

Source: Yoke & Co
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DISCLAIMER

This presentation has been prepared only for the recipient and date shown on the front page. It is not intended for any other
persons and should not be relied upon by other persons.

This presentation has been prepared for information purposes only and is not a solicitation or an offer to buy or sell any
security. It does not purport to be a complete description of our investment policy, markets or any securities referred to in the
material. The information on which the presentation is based is deemed to be reliable, but we have not independently verified
such information and we do not guarantee its accuracy or completeness. All expressions of opinion are subject to change
without notice. Any reference to the Quilter Cheviot Limited model portfolio, which is used for internal purposes, is purely
illustrative and should not be relied upon. The figures quoted do not include charges.

Investors should remember that the value of investments, and the income from them, can go down as well as up and that past
performance is no guarantee of future return. You may not recover what you invest. Changes in exchange rates may have an
adverse effect on the value, price or income of foreign currency denominated securities. Levels and bases of taxation can
change. Investments or investment services referred to may not be suitable for all recipients.

Quilter Cheviot and Quilter Cheviot Investment Management are trading names of Quilter Cheviot Limited. Quilter Cheviot Limited is
registered in England with number 01923571, registered office at Senator House, 85 Queen Victoria Street, London, EC4V 4AB. Quilter
Cheviot Limited is a member of the London Stock Exchange and authorised and regulated by the UK Financial Conduct Authority and as
an approved Financial Services Provider by the Financial Sector Conduct Authority in South Africa.
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