
Aligning Investment Policies 
with Institutional Goals

Assessing the Enterprise: 

Introduction

At GEM, we believe that every institution is unique, and that an optimized investment program must take 
into consideration the organization’s distinct operating environment. At the highest level, this individuality 
is reflected within an institution’s specific balance of its endowment’s perpetual co-priorities: preserving the 
long-term purchasing power of the institution versus generating stable annual operating budget support. 
Within the context of these co-priorities, the steps to building an investment program involve a holistic review 
of the institution’s strategic objectives, financial condition, and risk tolerances. 

Non-profits balance two co-priorities:

Generate 
long-term returns 

sufficient to maintain 
perpetuity

Provide stable 
support to protect 

programs and promote 
strong governance

maximum 
support

stable 
support

Note: For illustrative purposes only.

https://www.geminvestments.com/
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In order to fully assess an organization’s operating realities and help translate key dimensions to the language 
of portfolio construction, GEM developed a proprietary Enterprise Assessment framework. The goal of this 
rigorous framework is to aid our clients in achieving alignment between institutional goals and investment 
policies and is grounded in an understanding of their ability to accept certain forms of portfolio risk. The 
Enterprise Assessment begins by reviewing the financial factors that contribute to an institution’s capacity for 
risk or tolerance for spending variability year to year. An overview of these factors is outlined below:

GEM’s Enterprise Assessment Framework

Enterprise Assessment Factors

	 Budget Dependence
a.  How reliant is the institution on the endowment?

b.  How much of the organization’s budget relies of distribution?

c.  What other sources of revenue exist?

	 Operating Performance
a.  How much cash flow is being generated?

b.  What is the operating revenue growth? Expense growth?

	 Balance Sheet
a.  What is the ratio of cash and investments to operating expenses?

b.  What is the ratio of unrestricted net assets to debt?

c.  How much access does the organization have to lines of credit?

	 Endowment Flows
a.  What is historical and projected donor support?

b.  What is the current spending policy and effective spending rate?

c.  Are there planned capital campaigns?

1. 

2. 

3. 

4. 
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We then overlay this ability to take risk with the organization’s willingness, dictated by institutional mission, 
strategic objectives, and key stakeholder preferences. We partner with each institution to evaluate these 
inputs, and then stack rank each factor by assigning an importance grade from 1-5. No individual factor is 
alone sufficient in telling an institution’s unique story; thus, GEM looks at the balance of factors to recommend 
a tailored portfolio for the institution. These combined findings present a picture of an institution’s financial 
flexibility and provide us with a roadmap for balancing growth with stability.

Priority & Preference Factors 

Budget 
Dependence

Balance 
Sheet

Note: For illustrative purposes only.

Endowment 
Flows

Operating 
Performance

Endowment support

Net tuition support

Auxiliary revenues

Unrestricted spending

Line of credit access

Debt levels and cost

Endowment to debt

Unrestricted assets

Borrowing capacity

Endowment vs. 
principal level

Effective spending rate

Spending policy

Capital campaigns

Donor support

Net tuition growth

Discount rate

Cost structure

Operating margins

Cash flow generationPriorities & 
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Strategic plans

Endowment goals
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Learnings from the Enterprise Assessment are used to develop an investment policy and portfolio that are 
tailored to the specific needs of the organization. We partner with the institution’s fiduciaries to determine 
appropriate investment guidelines that seek to meet their risk and return objectives, liquidity requirements, 
and any mission alignment goals. We then blend the implementation of these dimensions into a portfolio that 
leverages our asset class building blocks to provide exposure to our team’s best ideas.

Mapping Assessment to Action

Institutions with less capacity or desire 
for risk often require substantial, stable 
endowment support best achieved through 
a risk-controlled investment strategy that 
will dampen intermediate-term spending 
volatility. At the other end of the spectrum, 
organizations with limited spending needs 
from the endowment or a preference 
to prioritize growth may accept higher 
market risk in pursuit of an investment 
policy designed to achieve higher long-
term returns that will maintain—or even 
grow—endowment purchasing power. 

Once the portfolio recommendation is agreed to by all parties, GEM works with the institution to codify the 
endowment risk-return profile into an Investment Policy Statement. In our experience, a well-functioning 
Investment Policy Statement is a highly customized document that is meant to establish governance and 
behavioral norms, serve as a guide for investment advisors and other stakeholders and structure a review 
cadence that supports the Committee’s holistic understanding of their portfolio over an appropriate time 
horizon. We also use inputs from the Enterprise Assessment to offer guidance on spending policy. The spending 
policy establishes the portion of its assets that the institution will seek to draw each year to fund operations 
and serves as a critical link between portfolio construction and operating needs.

Risk Spectrum

No two institutions are the exactly the same, and thus there is no universally optimal portfolio construction. The 
right investment policies and portfolios are the ones that marry an organization’s specific operating realities, 
risk tolerances, institutional needs, and strategic initiatives. GEM’s Enterprise Assessment framework provides 
key insights that allow us to partner with the institutions we serve, creating customized portfolios designed to 
help them fulfill their missions and achieve their long-term goals.

Conclusion

High Flexibility Low Flexibility 

Target higher 
risk-return profile 
for endowment

Target lower 
risk-return profile 
for endowment
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Important Notes

The enclosed materials are being provided by Global Endowment Management, LP (“GEM”) for informational and discussion purposes 
only and do not constitute investment advice, or a recommendation, or an offer or solicitation, and are not the basis for any contract to 
purchase or sell any security, or other instrument, or for GEM to enter into or arrange any type of transaction as a consequence of any 
information contained herein. Any such offer or solicitation shall be made only pursuant to a confidential private placement memorandum 
(“Memorandum”), which will describe the risks and potential conflicts of interest related to an investment therein and which may only be 
provided to accredited investors and qualified purchasers as defined under the Securities Act of 1933 and the Investment Company Act 
of 1940.

GEM is an investment adviser registered with the U.S. Securities and Exchange Commission (“SEC”). Registration does not imply a certain 
level of skill or training. More information about GEM’s investment advisory services can be found in its Form ADV Part 2, which is available 
upon request.
Unless otherwise noted, any opinions expressed herein are based on GEM’s analysis, assumptions and data interpretations. We cannot 
guarantee the accuracy of this information, and it should not be relied upon as fact. GEM does not accept any responsibility or liability 
arising from the use of the presentation. No representation or warranty, express or implied, is being given or made that the information 
presented herein is accurate or complete, and such information is at all times subject to change without notice.

The third-party sources of information used in this presentation are believed to be reliable. GEM has not independently verified all of the 
information and its accuracy cannot be guaranteed.

This presentation may include forecasts, projections, or other predictive statements based on currently available information. Historical 
data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. Actual 
performance results may differ from those presented. No guarantee is presented or implied as to the accuracy of specific forecasts, 
projections or predictive statements contained herein.

© 2025 GEM Intellectual Property Holdings, Inc. All Rights Reserved. This material may not be used by any person for profit without 
our express written permission. Endowments, foundations and other nonprofit organizations may use this material without limitation 
or restriction.
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ABOUT GEM

GEM is a leading provider of institutional investment solutions for endowments, foundations, sovereigns, 
families, and other long-term investors. Since 2007, GEM has specialized in delivering the highest quality 
service and support to our clients, enabling them to achieve their long-term investment goals. With a global 
reach, broad investment capabilities, and an experienced team, GEM strategically tailors solutions to meet 
the unique needs of each investor we serve. For more information, visit www.geminvestments.com.

Connect with our team: 
gemteam@geminvestments.com
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