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Susan I. Krauss
Susan currently serves as Co-Executive Director for the Treasury Institute for 
Higher Education and Senior Fellow for the Kentucky Council on Postsecondary 
Education (CPE). She retired from the University of Kentucky in 2020 following 
21 years of service, the last six of which she served as UK’s Treasurer. Susan 
joined UK with a diverse financial background in corporate finance, public 
accounting, and internal auditing.

Susan remains engaged in the higher education industry through her work with 
the Treasury Institute and CPE, and by serving as a faculty member for the 
College Business Management Institute at the University of Kentucky. 
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Nancy K. Rohde
Nancy Rohde is an Investment Director at the University of Kentucky. Having joined in 
2018, she provides investment support, including manager review and monitoring, for 
the institution’s $2.7 billion endowment. 

Prior to joining UK, she spent nearly six years at Pavilion Advisory Group, a global 
investment consulting organization, where she co-managed the Global Equity manager 
research team and guided clients on public equity-related manager research 
recommendations and perspective. Her career has also included manager mutual fund 
research at Edward Jones and hedge fund manager research and portfolio 
management at Amundi Alternative Investments, a fund-of-hedge-funds. She began 
her career at Citadel Investment Group. 

Ms. Rohde holds a BA in Economics from Northwestern University, an MBA with 
Honors from the University of Chicago Booth School of Business, and is a CFA 
charterholder. Originally from St. Louis, she now lives in Lexington with her husband 
and her two 10-year old daughters.
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Learning Objectives 
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Participants will gain an understanding of:
1) Uniform Prudent Management of Institutional Funds Act 
(UPMIFA) requirements 
2) Endowment asset classes and alternative investments
3) Endowment spending policies
4) External pressures and common misperceptions regarding 
higher education endowments
5) Student-managed investment funds
6) Hot topics in the endowment investment industry



Are you involved in the management of the 
endowment-investment program at your 
institution?

The Slido app must be installed on every computer you’re presenting from

https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design


What is the size of your institution’s 
endowment portfolio? 

The Slido app must be installed on every computer you’re presenting from

https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design


What is the primary 
objective/objectives of higher ed 
operating fund portfolios? 

The Slido app must be installed on every computer you’re presenting from

https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design


What is the primary role of higher ed 
endowment fund portfolios? 

The Slido app must be installed on every computer you’re presenting from

https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design


Refresher from Morning Session:
Role of Endowment Funds in Higher Education
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• Primary Role/Objective
• Perpetual source of funding 
• Provide stable, reliable  income 

stream

• Secondary Role/Objective
• Provide long-term matching of 

assets and liabilities

• Characteristics
– Individual funds pooled and 

invested together
– Long-term investment horizon
– Diversified investment pool 

with stocks, bonds and various 
alternative investments

– Defined spending policy to 
smooth distributions from year 
to year



Refresher from Morning Session:
Intergenerational Equity
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Refresher from Morning Session:
The Endowment Model

• Return goal over time: CPI + spending

• Key endowment investment principles:
• Equity bias
• Diversification
• Illiquidity premium
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

What is UPMIFA?
• A state law governing fiduciaries of donor-restricted investment funds

• Model act approved by the Uniform Law Commission in 2006 and adopted in all 
states except PA

• UPMIFA replaced UMIFA, which was adopted in 1972

• Three principal areas addressed: 

• Scope of coverage

• Investment obligations

• Expenditure of funds

12



UPMIFA
Uniform Prudent Management of Institutional Funds Act

Scope of Coverage

• Applies to funds held in any form, including nonprofit corporate form, except 
charitable trusts, with a commercial or individual trustee

• Establishes a statutory standard of prudence for the behavior of fiduciaries 
who have authority over donor-restricted funds 

• Incorporates the fiduciary standards of the Uniform Prudent Investor Act (UPIA)

• UPMIFA’s prudence standard is designed to complement the three fiduciary duties of care, loyalty 
and obedience
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Expenditure Provisions
• Total return expenditure authorized

• May appropriate for expenditure as much of the endowment the institution determines is 
prudent, subject to the intent of the donor expressed in the gift instrument

• UPMIFA abolished the historic dollar value limitation imposed by UMIFA

• Good Faith Prudence Standard 
• “In making a determination to appropriate or accumulate, the institution shall act in good faith, 

with the care an ordinarily prudent person in a like position would exercise under similar 
circumstances,…”
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Expenditure Provisions
• Must consider the following factors:

• Duration and preservation of the endowment fund

• Purposes of the institution and endowment fund

• General economic conditions

• Possible effect of inflation or deflation

• Expected total return from income and appreciation

• Other resources of the institution

• Investment policy of the institution

• Optional seven percent rule
• Expenditure > 7% creates a rebuttable presumption of imprudence
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Good Faith Prudence Standard

• “…each person responsible for managing and investing an institutional fund shall 
manage and invest the fund in good faith and with the care an ordinarily prudent person 
in a like position would exercise under similar circumstances.”

• Required use of special skills 
• “A person that has special skills or expertise, has a duty  to use those skills or that 

expertise in managing and investing institutional funds.”
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Must consider the charitable purposes of the institution and the purposes of 

the fund, subject to the intent of the donor expressed in the gift instrument

• Costs must by appropriate and reasonable in relation to the assets, the 
purposes of the institution and the skills available to the institution

• Must make reasonable effort to verify facts related to the 
management/investment of the fund
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Pooling of funds for investment permitted

• Decisions must be made in the context of the portfolio as a whole as part of 
an overall investment strategy having risk/return objectives (modern portfolio 
theory)

• May invest in any kind of property or type of investment

• Diversification required unless purposes of the fund are better suited without 
diversification

• Rebalancing required
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Must consider the following factors:

• General economic conditions

• Possible effect of inflation or deflation

• Expected tax consequences

• Role of each investment or course of action to the overall portfolio

• Expected total return from income and appreciation

• Other resources of the institution

• Needs of the institution/fund to make distributions and to preserve capital

• An asset’s special relationship or value to the charitable purposes of the institution
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UPMIFA
Uniform Prudent Management of Institutional Funds Act
Other Provisions 
• Delegation of Management/Investment

• Prudent delegation in good faith; care standard of prudent person

• Agent has duty of reasonable care

• Agent subject to court jurisdiction

• Delegation to committees, officers or employees as authorized by other law

• Release or Modification of Restrictions
• Detailed provisions on release or modification of restrictions with Court approval; prior notice to Attorney 

General required 

• Detailed provisions on release or modification of purpose restrictions with Court approval; prior notice to 
Attorney General required and must be consistent with donor’s intent

• Detailed provisions on release or modification of restrictions on small, old funds without Court approval; prior 
notice to Attorney General required 
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The Endowment Model
• Return goal over time: CPI + spending

• Key endowment investment principles:
• Equity bias
• Diversification
• Illiquidity premium
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Why The Equity Bias Is So Important
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Sources: Cambridge Associates, Bloomberg Index Services, FactSet Research Systems, Federal Reserve, FTSE International Limited, Global Financial Data, Inc., Intercontinental Exchange, 
Inc., Standard & Poor’s, and US Department of Labor – Bureau of Labor Statistics.
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The Case for Diversification 
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*60/40 is comprised of 60% MSCI AC World Index and 40% Bloomberg Barclays Global Aggregate Index. Trailing performance is as of 12/31/25.
1Private Equity reflects CA Global Private Equity and Venture Capital index returns as of 9/30/25.



Illiquidity Premium
• Illiquidity premium is the excess return investors demand for investing in 

illiquid assets

• What is “illiquid”? 

 Illiquid is a term commonly used to describe assets or investments 
that cannot be quickly and easily converted into cash at the 
current fair market price.

• Alternative or private investments typically have lock-up or long-term 
investment periods, therefore investors expect a higher return versus 
what can be achieved in the public markets
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Defining “Alternative Investments”

• Alternatives are every investment category except long-only publicly traded 
stocks and bonds

- Some alternatives are truly a distinct asset class – e.g. real estate

- Other alternatives are simply strategies within traditional asset classes – e.g. long/short 
equity strategies

• Common characteristics – strategies to take advantage of market 
inefficiencies, and/or requiring niche, highly specialized skills
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Investment opportunities shifting

26

Count of PE-backed companies versus US-listed firms

Sources: Mercer (US) LLC, PitchBook Q1 2025 Quantitative Perspectives US Market Insights, as of December 31, 2024. Underlying data sources: NYSE, Nasdaq, World Bank Statista



Companies are staying private for longer

27

Median age at IPO - Technology

Source: Mercer (US) LLC, Underlying source: “Initial Public Offerings: Median Age of IPOs Through 2024,” Jay Ritter, University of Florida (as of June 3, 2025)



Capital Market Return & Volatility Projections
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Intermediate-Term Return Expectations
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Role of Asset Classes
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Source: Cambridge Associates, 



Today’s landscape of private equity 
implementation
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Source: Mercer (US) LLC



Key Risks in Managing an Endowment 

32
Source: Cambridge Associates, 



Definition of Key Risk Terms
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Source: Cambridge Associates, 



Liquidity Risk
Endowment versus Total Enterprise 

• A premium exists for investing in illiquid markets
• This illiquidity premium has served long-term investors well
• Liquidity allocation should be viewed from a policy standpoint just like asset 

allocation
• Test liquidity under various scenarios

• Worst case scenario should not determine asset allocation

• Liquidity for the enterprise should be viewed both with and without the 
endowment

• Review options for operating independently from the endowment (or long-term 
pool) with debt capacity or committed credit line
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Liquidity Risk in Practice
Stress testing UK’s Endowment (Data as of January 31, 2026) 
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UK Endowment Risk/Return Metrics
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Source: Cambridge Associates 



UK Endowment Scenario Analysis 
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Source: Cambridge Associates 



Spending Policies
• Typically based on:

• Percentage of market value

• Rolling average of market value

• Inflation-based

• Collared minimum and maximum

• Hybrid approach

38



Spending Policies
2025 NACUBO-Commonfund Study of Endowments
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UK Spending Policy
• The University of Kentucky’s Investment Committee has established a 

“hybrid” spending distribution policy
• Includes both the market value of the endowment and the level of inflation
• The spending distribution amount is constrained so that the calculated rate is at least 

3.5%, and not more than 5%, of the current endowment market value

• Hybrid spending formula:

𝟔𝟔𝟔𝟔𝟔 ∗ 𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷 𝒀𝒀𝒀𝒀𝒀𝒀𝒀𝒀 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫 ∗ 𝟏𝟏 + 𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨 𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷 𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪 𝒊𝒊𝒊𝒊 𝑪𝑪𝑪𝑪𝑪𝑪 − 𝑼𝑼
+

𝟒𝟒𝟒𝟒𝟒 ∗ (𝟒𝟒𝟒 ∗ 𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨 𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴 𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽 𝒇𝒇𝒇𝒇𝒇𝒇 𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷 𝟑𝟑𝟑𝟑 𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴)
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What is your Institution’s spending 
policy based on?

The Slido app must be installed on every computer you’re presenting from

https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design


Underwater Endowment Spending Policies
• Definition of underwater endowment: 

An endowment is "underwater" if its market value is lower than its 
historical dollar value (the value of the original gift or contributed value) .

• Typical spending policies:
• Stop spending distributions altogether
• Stop spending distributions if market value is underwater by a defined % 

or amount 
• Spend only interest and dividends

42



UK Underwater Endowment Spending Policy
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• The University of Kentucky Treasurer may reduce or suspend withdrawals 
from individual endowment funds that are underwater

• Spending distributions and management fee withdrawals will be suspended 
on all endowments underwater by more than 20%

• Endowments underwater by more than 10% will undergo a formal review by 
University Financial Services and the appropriate college dean to determine 
the appropriate level of spending distributions in accordance with the 
Kentucky UPMIFA



Endowment Investment Management 
External Pressures and Common Misperceptions

44

• Federal and State political pressures
• Endowment Tax
• Pressures to spend more from 

endowment to award more 
scholarships and lower the cost of 
tuition

• Difficult to make the case for 
additional funding with a large 
endowment

• Increased pressure on the 
endowment model due to strong 
equity market performance

• Difficult to defend higher cost of 
the endowment model versus 
lower cost strategies that have 
performed well in recent years

• Inherent conflicts of interest 
between asset managers and 
Endowment Board/Investment 
Committee Members



Student-Managed Investment Funds
2025 NACUBO-Commonfund Study of Endowments
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UK Student Managed Investment Funds
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• SMIF program was established in 2013 and now consists of three funds

Undergraduate SMIF

$6,323,959

Graduate SMIF

$5,929,599

Responsible Investing 
SMIF

$2,115,002

Market values are as of March 31, 2026 



Does your institution have a student-managed 
investment fund for a portion of the 
Endowment?

The Slido app must be installed on every computer you’re presenting from

https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design


Endowment Investment Industry 
Hot Topics

48

• AI remains a dominant force shaping market structure and performance
• Elevated valuations and concentration in a narrow set of market leaders
• “SaaSpocalypse” narrative reflects growing differentiation in software outcomes 

• Managing forward expectations after an extended U.S. equity rally

• Private markets remain under pressure
• Continued underperformance relative to public markets
• Prolonged slowdown in distributions impacting liquidity and pacing
• Growing scrutiny of private credit, particularly around retail access and liquidity mismatch

• Heightened geopolitical risks complicate inflation and interest rate outlooks



Which of the following is not a 
Kentucky bourbon? 

The Slido app must be installed on every computer you’re presenting from

https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design


Additional Materials

• University of Kentucky Endowment Investment Policy
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Resources
• The Treasury Institute for Higher Education
  https://www.treasuryinstitute.org/
• Association for Financial Professionals
  https://www.afponline.org/
• National Association of College and University Business Officers
 https://www.nacubo.org/
• Investment Company Institute

• https://www.ici.org/
• Cambridge Associates

• https://www.cambridgeassociates.com/
• Commonfund Institute

• https://www.commonfund.org/institute
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https://www.treasuryinstitute.org/
https://www.afponline.org/
https://www.nacubo.org/
https://www.ici.org/
https://www.ici.org/
https://www.cambridgeassociates.com/
https://www.cambridgeassociates.com/
https://www.commonfund.org/institute
https://www.commonfund.org/institute


THANK YOU!



APPENDIX:
Highlights from the NACUBO-

Commonfund Study of Endowments & 
CNBC Segment on Endowments



2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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Private institutions 
also have higher 
allocations
to privates and 
alternatives.

In general, larger 
institutions have 
higher allocations to 
private strategies 
and alternatives.



2025 NACUBO-Commonfund Study of Endowments
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In general, larger 
institutions have 
achieved higher 
returns over the last 
ten years due to 
higher allocations to 
private strategies and 
alternatives.



CNBC Segment on Endowments
March 30, 2019

61




	Slide Number 1
	Susan I. Krauss
	Nancy K. Rohde
	Learning Objectives 
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Refresher from Morning Session:�Role of Endowment Funds in Higher Education
	Refresher from Morning Session:�Intergenerational Equity
	Refresher from Morning Session:�The Endowment Model
	UPMIFA�Uniform Prudent Management of Institutional Funds Act
	�UPMIFA�Uniform Prudent Management of Institutional Funds Act�
	UPMIFA�Uniform Prudent Management of Institutional Funds Act
	UPMIFA�Uniform Prudent Management of Institutional Funds Act
	�UPMIFA�Uniform Prudent Management of Institutional Funds Act�
	UPMIFA�Uniform Prudent Management of Institutional Funds Act
	UPMIFA�Uniform Prudent Management of Institutional Funds Act
	UPMIFA�Uniform Prudent Management of Institutional Funds Act
	UPMIFA�Uniform Prudent Management of Institutional Funds Act
	The Endowment Model
	Why The Equity Bias Is So Important
	The Case for Diversification 
	Illiquidity Premium
	Defining “Alternative Investments”
	Investment opportunities shifting
	Companies are staying private for longer
	Capital Market Return & Volatility Projections
	Intermediate-Term Return Expectations
	Role of Asset Classes
	Today’s landscape of private equity implementation
	Key Risks in Managing an Endowment 
	Definition of Key Risk Terms
	�Liquidity Risk�Endowment versus Total Enterprise �
	�Liquidity Risk in Practice�Stress testing UK’s Endowment (Data as of January 31, 2026) �
	UK Endowment Risk/Return Metrics
	UK Endowment Scenario Analysis 
	Spending Policies
	Spending Policies�2025 NACUBO-Commonfund Study of Endowments
	UK Spending Policy
	Slide Number 41
	Underwater Endowment Spending Policies
	UK Underwater Endowment Spending Policy
	Endowment Investment Management �External Pressures and Common Misperceptions
	Student-Managed Investment Funds�2025 NACUBO-Commonfund Study of Endowments
	UK Student Managed Investment Funds
	Slide Number 47
	Endowment Investment Industry �Hot Topics
	Slide Number 49
	Additional Materials
	Resources
	Slide Number 52
	Slide Number 53
	2025 NACUBO-Commonfund Study of Endowments
	2025 NACUBO-Commonfund Study of Endowments
	2025 NACUBO-Commonfund Study of Endowments
	2025 NACUBO-Commonfund Study of Endowments
	2025 NACUBO-Commonfund Study of Endowments
	2025 NACUBO-Commonfund Study of Endowments
	2025 NACUBO-Commonfund Study of Endowments
	CNBC Segment on Endowments�March 30, 2019
	Slide Number 62

