
Dear Friends, 

Please forgive me for the reminder but, fall is just around the corner!  This 
may entail many things to different people but, if you are the chairperson or 
member of an Endowment Committee or Board of Trustees, it no doubt 
suggests the resumption of regularly scheduled committee/board meetings as 
you prepare for the new church year.  

In an effort to assist you to get back into the swing of things, the Foundation 
staff has created the enclosed 6 point Investment Inventory and Review 
checklist. We hope that it will assist you to prepare for your fall meetings and 
will help to inform the members of your committee or board as they go about 
the very important task of stewarding the financial blessings over which they 
have responsibility.  

Should it be of any value, an expanded discussion of the 6 points follows as 
well as a guide to help you answer questions 5 and 6 as they relate to your 
Foundation investments.  Please feel free to use this information in any way 
you see fit. Also, if you have suggestions for additional points that should be 
considered on this checklist, please forward them to us at staff@nwumf.org. 

As always, we appreciate the leadership you offer to the church and the 
wonderful example of Christian stewardship that is expressed through your 
gift of service. 

Blessings, 

Tom Wilson 

Investment Inventory and Review 
1. Take Inventory – Are we aware of all assets for which we are

responsible? 

2. Does the purpose of the funds we oversee match the objective of the
portfolio/investments in which they are invested?

3. Have our convictions/strategies changed?

4. What are our near and long-term expectations?

5. How are your investments doing?

6. How do we best interpret the above to our congregations, boards, and
agencies?



1. Take Inventory.
This point is fairly self-explanatory. Have new funds been received, existing
investments matured, or additional assets been transferred to or from our
committee/board since we last met?  If so, make sure these are
documented and included in, or excluded from, your discussions.

2.Does the purpose of the funds we oversee match
the objective of the portfolio/investments in
which they are invested?
Many of our churches manage a variety of funds held for different
purposes. Some are holding significant balances in anticipation of a large
capital improvement project scheduled to begin within the year, while also
managing funds whose principal is invested in perpetuity. Still other assets
may represent rainy day funds or funds that have a specific purpose, but
an unknown start date. These all represent different purposes and should
be matched with investments that have objectives that mirror these
purposes. For example, assets being held in anticipation of a soon-to-begin
capital project should not be paired with investments that have limited
liquidity or experience considerable market fluctuations. This represents a
risk that, in our opinion, is much greater than the potential reward.

We encourage you to take the inventory compiled from step 1, determine 
the purpose of each asset, and compare it with the purpose of the 
investment in which it is invested. If the objective and purpose match, 
leave it alone. If not, changes should be made. If we can help with this 
step, please feel free to contact us.  

3.Have our convictions/strategies changed?
This is a tough question to consider, but also a very important one. Over
the past 30 years many of our churches have moved from investments
with little market risk to ones that comprise at least some risk of market
fluctuations. More often than not, these were decisions made from a
combination of need for higher returns and a better understanding of, and
comfort with, the long-term average returns that could be the result of
accepting a greater level of market risk. This question encourages the
committee to both remember the conversations that resulted in its current
investment strategies, and confirm their convictions as they move forward
with these strategies.



4. What are our near and long-term expectations?
One might think this question relates to returns on investments, which, in
part it does, but it should also consider the realistic expectations of
market fluctuation over both short and longer periods of time. For
example, we expect that the Foundation’s Diversified Moderate Portfolio
will average a return between 6% and 7% over the next five to ten years.
During that same period we expect that the portfolio will see considerable
fluctuations in its value as it experiences market cycles that have
influenced this type of investment strategy for decades. Another important
reason to consider this question is that each member of your
committee/board could be called upon from time-to-time to explain these
expectations. The more often you consider your expectations, the easier it
will be to answer these questions with confidence and conviction.

5. How are our investments doing?
This is one of the most difficult responsibilities you may face. It is difficult 
due to the many variables that might be assumed within the question. Are 
you considering short-term results, long-term, benchmark comparisons, 
peer comparisons, or others of the unlimited number of criterion that 
could be applied?  While volumes have been written on this topic, our 
advice is to find the best way to compare apples to apples in answering 
this question. Remember that while you may bask in the exceptional 
returns earned in one year, the result of these excellent returns might 
create expectations on the next year which could be disappointing.  
Wespath, the Foundation’s investment partner uses an index that covers 
the returns earned by over two-hundred fifty plus accounts (see attached 
Peer Group Performance Comparison) that are held by foundations, trust 
companies, and pension funds who each have purposes, restrictions, and 
objectives that are very similar to those of our churches and agencies. 
Although not perfect, it seems to be the best fit given the conditions and 
responsibilities of fiduciary investors.  

For those of you with investments with the Foundation, the following 
information may be of value in answering Question 5. How are our 
investments doing? Since, by far, the majority of the investments managed 
by the Foundation are invested in our Stable Value Fund and Diversified 
Moderate Investment portfolios, we will focus our answer on these two.  



 

Stable Value Fund 

Objective: income, liquidity, high credit 
quality, and low market risk. The Stable 
Value fund was created as an alternative to 
money market and certificate of deposit 
type investments. It is invested in CD.s, 
government obligations, and secured local 
church loans. The CD, and government 
notes carry maturities of 3 years or less.  

The fund earned an annualized return of 
1.69% as of July 31, 2018. This yield has 
increased from 1.08% a year ago. It is 
anticipated that the return will continue to 
move up as CD.s and government securities 
currently in the portfolio mature and are 
replaced by ones carrying higher rates of 
interest. Additional loans made by the 
portfolio will also enhance returns. This 
portfolio has very little market risk and, as 
such, is not prone to the fluctuations in 
value that equity type portfolios experience.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Diversified Moderate Investment Portfolio 

Objective: maximize long-term investment 
returns, including current income and 
capital appreciation, while reducing short-
term risk by investing in a broad mix of 
investments. The Portfolio holds a pre-
specified allocation of units of the following 
Wespath funds: Fixed Income Fund (FIF), 
Inflation Protection Fund (IPF), International 
Equity Fund (IEF) and U.S. Equity Fund 
(USEF).  

This portfolio was created specifically for 
the long-term investment needs of 
churches and agencies of the Episcopal area 
who are responsible for the management of 
capital and endowment assets. Although 
shares of the fund can be sold at any time, 
the value of the investments can fluctuate 
significantly in price depending on current 
market conditions.  

The Diversified Moderate Portfolio has the 
objective of a long-term average annual 
return of 6% - 7%. The actual return from 
one year to another will vary broadly from 
this objective based on market strength and 
management performance. As of July 31, 
the portfolio return year-to-date was 2.31%. 
This was somewhat anticipated following an 
exceptional return of 16.56% in 2017. As 
noted above, the portfolio has both equity 
and fixed income investments in non-US 
companies. This is in line with the strategic 
conviction held by Wespath that economic 
integration across the globe will continue to 
increase and, for the foreseeable future, the 
world will experience modest sustainable 
growth led by the emerging economies of 
Asia, Latin America, Africa and Eastern 
Europe. It was their investment in these 
emerging economies in 2017 that, to a large 
extend, produced the exceptional yields in 
2017. It is these same investments that have 
underperformed to date the U.S. indices in 
2018. To learn more about Wespath’s 
Investment Beliefs, please read the 
attached document of the same title. 

 



 

6. How do we best interpret the above 
considerations to our congregations, boards, and 
agencies?  
We suggest a synopsis of your responses to the previous 5 questions. In 
other words, something like this:  
 
Our committee/board met in September to review the church’s 
assets for which we are responsible. We considered each asset 
as to its purpose and how well that purpose matched the 
stated objective of the investment where it is currently held. We 
reviewed our current investment strategy and convictions as 
they relate to these investments and considered any new 
information or input that might call for change. Our decision 
was to continue using the current strategy. We also talked 
about near and long-term investment expectations. In 
particular, we discussed how our long-term expectations may 
influence our short-term experiences. We believe that our 
strategy of long-term investment in a balanced portfolio of 
stocks and bonds will result in an average return of 6% to 7% 
over most 5 to 10 year periods. At the same time we realize that 
this strategy will result in periods of market reversals that will 
challenge us to remain steady in our convictions and strategies. 
We have reviewed the performance of our investment managers 
and are satisfied that their results are as good if not better than 
their peers and that they are investing our funds within the 
boundaries of prudent managers and the socially responsible 
guidelines of the United Methodist Church. 

 

  



 

Looking to the Future 

As most of you are aware, the U.S. economy recently surpassed its all-time 
record for the length of an economic expansion measured in consecutive 
months (110 months). The average expansion has, historically, been something 
around 47 months. This more than doubling of the average has created many 
discussions between investors and advisors and more than a little anxiety 
regarding the possibility of a market downturn. Several of the advisors who 
we listen to are suggesting that the factors responsible for the later portion 
of the expansion may be near their end. These include low interest rates, 
favorable tax breaks for corporations, and low inflation. Given these and other 
factors, they are predicting a market correction within the next 12 to 18 
months.  Some are befuddled by the thought of why a correction hasn’t 
already happened.  

As we have written numerous times before, all of this should not be 
seen/heard as anything new.  Markets go up, and they go down, and life goes 
on. If you are invested in any of our Diversified Portfolios (not the Stable 
Value Portfolio), this might suggest that a decrease in the value of your 
portfolio is on the horizon as the markets look for a value that better 
represents the potential for earnings in the future.  

What should you do? We were surprised to hear a very successful investment 
advisor’s recent answer to this question. He said, “Stop reading the financial 
section of the newspaper and checking quotes on your smart phone!” Long-
term investors know that corrections happen and that the best most of us 
can do is to accept the fact that the value of our investments will go down. 
On the other hand, there is strong historic data that also reminds us that, 
after a correction, the markets move back up. Typically, within about 15 
months (see attached graph).  During this time, the good money managers – 
like the ones we have – look for opportunities to buy their favorite companies 
at cheaper prices and to adjust their portfolios to take full advantage of the 
markets rebound.  

Who knows what the future might bring? We recently read a disclaimer in an 
investment newsletter that we thought was right on. Here is what the advisor 
wrote: Although the commentary in this newsletter has been thoroughly 
researched, well-reasoned and contains many impressive multi-syllabled 
words, please hear it responsibly. There are many economic minds that are 
far smarter than mine – and even they can’t agree on even the simplest 
economic questions. In other words, please enjoy this newsletter with the full 
understanding that it may be entirely wrong. 

We hope you will likewise receive our words. We are always open to 
questions and comments, please email them to us at staff@nwumf.org.  


