
Charity Investment Training 
online for CFG
Understanding your Investment Responsibilities
July 2020
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of the information is based on long-term historical returns and income streams and should therefore be cross referenced to the Sarasin & Partners 
Compendium of Investment.  

If you are a private investor, you should not act or rely on this document but should contact your professional advisor.
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Prior to joining Sarasin & Partners in 2011, Melanie spent 16 years at Newton Investment Management as a fund manager of charity, private
client and pension fund portfolios. She qualified with a degree in Modern Languages from Durham University and is an Associate of the
Chartered Institute for Securities and Investment. Melanie is primarily responsible for the management of charity and pension fund portfolios
and is the current Editor of the House Report.

E: melanie.roberts@sarasin.co.uk T: 020 7038 7296

Melanie Roberts, Partner, Charities

Ruadhri has over 20 years in the fund management industry where he has operated as  both a fund manager and a charity trustee. After 
leaving the Army he started work with Leopold Joseph and Sons where he completed his fund management exams. In 1999 he moved to 
Newton Investment Management, where he worked within the charities department for over 12 years, managing charitable funds. Ruadhri 
is an associate of the Chartered Institute for Securities and Investment and holds a number of charity trusteeships.

E: ruadhri.duncan@sarasin.co.uk T: 020 7038 7291

Ruadhri Duncan, Partner, Charities

Prior to joining Sarasin & Partners in 2017, Thomas worked for Standard Life Investments managing multi-asset and absolute return 
portfolios for corporate pension schemes and institutions. He graduated from the University of East Anglia in 2011 with a degree in English 
Literature & Philosophy. Thomas is a CFA Charterholder®, a holder of the Investment Management Certificate (IMC), the CISI Capital Markets 
Program and is a member of the Chartered Financial Analyst Society of the UK. Thomas is also a trustee of the Jeevika Trust, an Indian 
poverty relief charity seeking to implement smart technologies to address rural food scarcity & mitigate the impact of climate change.

E: tom.lindsey@sarasin.co.uk T: 020 7038 7266

Thomas Lindsey, Associate Partner, Charities 
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The aims of this course

• To understand the fundamental drivers of the return from the main asset classes

• To look at the risk and performance characteristics of the asset classes

• Understand how they work in a multi asset portfolio, looking at future returns and income 
levels to be applied to your own charity’s circumstances

• To enable you to help design/enhance your charity’s Investment Policy Statement
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The 4 training sessions

Session One

• Investment Powers

• Introduction to the Compendium of Investment

• The Investment Universe:
• Bonds

Session Two

• The Investment Universe:
• Equities

• Private Equity

• Property

• Alternatives

Session Three

• Charity Investment in Practice

Session Four

• Building an Investment Policy Statement
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04 Building an Investment Policy Statement



What is an Investment Policy Statement?

Your investment policy acts as an important framework to:

• Make investment decisions 

• Help your trustees to manage your charity's resources effectively 

• Ensure you're meeting your governance responsibilities

Who is it for?

• Trustees and employees 

• Investment advisers or managers 

• Beneficiaries and donors 

• The Charity Commission

What does an investment policy include?

• Investment objectives

• Risk preferences and time horizon

• Ethical restrictions and responsible investment objectives
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Creating and writing up an Investment Policy Statement

www.charityinvestorsgroup.org.uk

www.cfg.org.uk

Areas to cover:

• Investment Powers

• Investment Objectives

• Risk

• Liquidity Requirements

• Time Horizon

• Types of Investments

• Management, Reporting and Monitoring
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Checklist of things to consider before investing

Investment 
Powers

Assets / 
Liabilities

Liquidity

Investment 
Time 

Horizon

Income or 
Total Return

Ethical 
Policy

Manager Risk

&

Implementation

Costs

Risk Tolerance 

Performance

Measuremen
t
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How much can you spend with a Total Return Policy

Income or Total Return?
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Source: Sarasin & Partners LLP, 31.12.19.

Total Return 
5.3% 

Inflation: 2.0%: to be retained within the 
portfolio to allow for inflation 

Income: 2.8%: available for spending

Real gain: 0.5%: available for spending

Income: 2.8%

Capital Gain: 2.5%

In addition to the income of 2.8%, it would be possible to spend 0.5% of the capital gain, whilst still maintaining the ‘real’ 
value of the capital



Source: Sarasin Compendium of Investment, 2020

Income yields and sustainable withdrawals
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% per annum
Expendable 

return
Average 

income yield
Re-invest or 

spend capital

Since 1900 4.0 4.6 -0.6

75 years 4.9 4.7 0.2

50 years 5.1 4.7 0.4

30 years 4.9 3.5 1.3

20 years 3.0 3.1 -0.2

10 years 6.4 2.9 3.4

5 years 6.9 2.7 4.1



Real capital value after costs* and spending x% per annum

What is the correct spending level?
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Source: Sarasin & Partners Compendium of Investment, 2020. Updated biennially 
Portfolio is based on the average charity multi-asset  endowment portfolio with *costs of 0.65% per annum. 

50 years 50 years: x = 5.0% 30 years 30 years: x = 4.8%

20 years 20 years: x = 2.9% 10 years 10 years: x = 6.3%

25.0

50.0

75.0

100.0

125.0

150.0

175.0

200.0

225.0

1969 1979 1989 1999 2009 2019
25

50

75

100

125

150

175

200

225

1989 1994 1999 2004 2009 2014 2019

25

50

75

100

125

150

175

200

225

1999 2004 2009 2014 2019

25

50

75

100

125

150

175

200

225

2009 2010 2011 2012 2013 2014 2015 2016 2017



Financial materiality & reputation an increasing focus

Ethical policy: key drivers behind Environmental, Social and 
Governance (ESG) risks
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Source: Mercer European Asset Allocation Survey 2019 – 876 institutional investors with over $1trillion of assets

Up from 34% in 2018 survey Just under 30% cite financial 
materiality or reputational risks as key 
drivers, up from 25% and 18% 
respectively in 2018



Different charities will have different requirements from an Ethical Policy

Ethical exclusions
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Exclude investment in companies which are materially involved 
in the production and distribution of ethically unacceptable 
products, including but not limited to:

• Gambling 
• Pornography 
• Alcohol
• Tobacco 
• Armaments 
• Extraction of thermal coal or the production of oil from tar sands 

Avoid investing in companies which are materially involved in 
ethically unacceptable practices, such as:

• Corruption
• Environmental degradation
• Poor labour practices
• Breaches of human rights 
• Companies which persistently, knowingly and materially breach 

international legal standards



Stewardship

Environmental 
impacts remain 
after making a 
profit

The Social 
contract is the 
core pillar of trust

Governance is the 
foundation on 
which a company 
stands

E

S

G

Integrating Environmental, Social and Governance factors into the analysis
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Disclosure and transparency are key

ESG reporting 

Trustee Training - Foundation Course 15



Pros and Cons

Manager risk: Active or Passive Investing – Pros and Cons

Manager risk: do you want to try to beat the index by taking an active approach?

• Does this apply to asset allocation or stock selection, or both?

• How unconstrained should they be?

Index-tracking, or passive investing, seeks to match the performance of a given index by 
replicating its structure

• Synthetic or Physical Replication – wherever possible take the physical route rather than the 
‘promise’ of the synthetic route – cost is a consideration

• Asset Classes – some asset classes are better suited than others to passive… (liquidity risks)

• Choice of index – choose your index carefully – strategy is crucial

• Exchange Traded Funds (ETFs) have made index-tracking more accessible

• Cost – is it as cheap as you think…?
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It all depends whether you think a market is efficient or inefficient

Active versus passive

17Trustee Training - Foundation Course



You have several choices

Implementation – segregated, funded or wrapped? 
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Fully Segregated 

All bonds and equities invested directly

Semi Segregated 

A mixture of direct holdings (typically UK equities and government bonds) and externally 
managed pooled holdings (corporate bond funds, international equities, alternatives etc.)

Fully Funded

A blend of the internally or externally managed funds

Wrapped – Charity Authorised Investment Funds (CAIFs)

Funds designed for charities with different time horizons and objectives



www.suggestus.com

Specialist charity funds
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Benchmarking

How best to measure performance

• Long-term target
• Inflation (CPI) +2%, 3%, 4%

• Short-term comparators
• Composite benchmark of indices e.g:

• 80% MSCI All Countries World 

• 10% ICE BofAML Sterling Broad Market Index

• 10% UK 3 Month LIBOR 

• Income yield or target
• Meets expectations and at least keeps pace with inflation

• Peer group comparator
• ARC indices, Teknometry

20

Any combination or all 
of these are sensible 
measures to monitor 
performance
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Caveat Emptor!

The cost of investment management
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A £5m Charity 
Portfolio 

Basis of Charging Range Comment

Invoiced Investment 
Management Fee

Flat Rate / Sliding Scale charged on value of 
portfolio

0.45 - 1%
Investment management fees, often including all 
custodial,  nominee and administrative support. 
Might include a performance fee element

Performance Fee
A percentage of excess performance over 
an agreed benchmark of absolute return 

10-25% of out performance
The norm within hedge funds and increasingly 
common within high performance and target return 
mandates too

VAT Flat Rate 20%

VAT is chargeable on segregated portfolio and 
Common Investment Fund fees but not within unit 
trusts; n/a within Charity Authorised Investment 
Funds

Commission
Flat Rate / Sliding Scale charged on each 

transaction
zero - 1% Increasingly being phased out by the industry 

Investment in in-
house funds

Flat Rate, possibly a performance fee and 
additional costs charged within fund

TER of between 0.8% and 
4%

Double charging avoided by dropping the standard 
investment management fee or applying a rebate

Investment in funds 
managed by 3rd 
parties

Flat Rate, possibly a performance fee and 
additional costs charged within fund

TER of between 0.8% and 
4%

Double charging, although investment managers may 
be able to negotiate discounts on published rates. 
Hedge Fund of Funds account for high top end of 
range

Brokerage Flat Rate
Typically c0.2% on each 

segregated equity 
transaction

The commission paid to the intermediary who 
facilitates equity transactions

Cash 
A proportion of the interest rate that any 

cash you have on deposit earns

Typically 0.25-2% of the 
interest rate available at 

the time

Can vary depending whether cash is held in income 
account, capital account or special deposit account
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Conclusion

• Charities generally have wide investment powers

• ….but Trustees have an overriding ‘duty of care’

• Over time, investment returns have been good and have justified the risks taken

• It is important to be clear about what you want from your charity’s reserves so….

• ....identify your charity’s investment objectives and key risks in order to help you create a….

• Strategic Investment Policy…which should be regularly reviewed

• Ensure your charity has the appropriate skills in place to manage and monitor your investments

• Select an investment manager whom you think will be able to deliver returns that meet your objectives 

and targets

• Set clear targets and have regular meetings to review progress
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Summary

• Investment has the potential to boost a charity’s financial resources significantly.  However, it is a big 
decision to invest and it must command widespread support

• Trustees must plan and be able to cope with the inevitable short and medium-term volatility of capital 
and, to a lesser extent, income

• Trustees must create a proper decision-making infrastructure 

• Trustees must create a Strategic Investment Policy to ensure that only genuinely long-term reserves are 
invested in the more volatile asset classes
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Important information

Important Information

This information has been issued by Sarasin & Partners LLP, a limited liability partnership registered in England and Wales with registered number OC329859, 
which is authorised and regulated by the UK Financial Conduct Authority. It has been prepared solely for information and training purposes and is not a 
solicitation, or an offer to buy or sell any security. The information on which the document is based has been obtained from sources that we believe to be 
reliable, and in good faith, but we have not independently verified such information and no representation or warranty, express or implied, is made as to their 
accuracy. 

The views expressed are those of the Sarasin & Partners LLP and are subject to change with no guarantee that projections will be achieved. This document is 
intended only for educational purposes and/or to provide general reference information about investment markets. It is for distribution to and use only by 
persons conducting investment business in the course of a trade or profession, trustees, and certain other investors selected by Sarasin & Partners LLP, where 
such persons are in the United Kingdom or in certain other jurisdictions where such distribution and use is permitted under local laws and regulations. Any other 
person who receives this publication should disregard it and make no use of it or any of its contents.

Please note that some of the information is based on long-term historical returns and income streams and should therefore be cross referenced to the Sarasin & 
Partners LLP Compendium of Investment.

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts liability or responsibility whatsoever for any consequential loss 
of any kind arising out of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute for the exercise by 
the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material referred to 
herein and/or any of the information upon which it is based, prior to publication of this document. If you are a private investor you should not rely on this 
document but should contact your professional adviser.

© 2020 Sarasin & Partners LLP – all rights reserved. Proprietary and confidential. Do not distribute without written permission. 
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Juxon House
100 St Paul’s Churchyard
London
EC4M 8BU

T: +44 (0) 20 7038 7000
www. sarasinandpartners.com


