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The Office of Investments diligently stewards your
contributions to provide the greatest impact for future
generations.Theuniversity’sendowedassetsaremanagedby
theOfficeofInvestmentsstaffoffiveinvestmentprofessionals
reporting to the chieffinancial officerand overseen by the
Investment Committee of the Board of Trustees.

’

Distributions from pooled endowments to support donors
purposesarereviewedand mayberesetannually,guided by
thespendingpolicythatthelnvestmentCommitteeestablishes.
The goal of the spending policy is to provide a consistent
annualstreamofdistributionsthatkeepspacewithinflation.

Inadditiontothepooledendowment,CaseWesternReserve
Universitybenefitsfromothersignificantendowedassets,
mostlytrustsanddeferredgiftsthatbroughtthetotalendowment
market value to $1.4 billion on December 31,2008.The total
endowmenttodayrepresentsthecombinedsupportofnearly
2,300 individual gifts that are directed, usually by specific
donorrequest, to scholarships, professorships, research,
facilities,and otheressentialactivitiesacrosstheuniversity.

A CASE WESTERN RESERVE
ENIVERSITY — ccugue

The closing months of calendar year 2008 marked the nation’s
most difficult investment period in decades. Case Western
Reserve University’s pooled endowment (the “pool”) was not
exemptfromthisturmoil, butlimiteditslossesthroughalong-term
strategyofcombiningdiversificationwithactiveriskmanagement.

The pool’'smarketvalue as of December 31,2008, was approxi-
mately $1.12billion.Thisvalueequatedtoaninvestmentreturn
of-21.2 percent for calendaryear 2008, and an annualized rate
of return of +5.7 percent over the past five years.

This past year’s decline, while significant, was far smaller than
the 37 percent drop suffered by the S&P 500° during the same
period.Inaddition, the pool’s performance bettered that of its
two official benchmarks: 1) a neutral “policy portfolio” that is
a weighted blend of nine market indices; and 2) a peer group
of endowments from other major universities, as reported by
Cambridge Associates LLC.

Asofyear-end,thepool'sperformancetoppedthepolicyportfolio
by 500 basis pointsin 2008, and by nearly 300 basis points over
thepastfiveyears.Thepool’sreturnalsowasrankedamongthe
“topquartile”ofinvestmentresultsreportedbypeeruniversities
for the last one-, three-, five- and ten-year reporting periods.

The pooled endowment maintains a broadly diversified and
global investment allocation mix. It includes public equities,
private capital, hedge funds, fixed income holdings, and real
assets,amongthemrealestateandnaturalresources(seechart).
Coupled with active risk management, this highly diversified
strategyseekstoprovidepositiveandstablereturnscommensurate
with risk through all market and economic conditions.

The speed of the collapse in world economies and the global
financial system through the last six months of 2008, however,
defied the logic of any diversification strategy. As equities,
commodities, real estate and corporate credit instruments all
rushedintohighlycorrelateddeclines,accesstoliquiditybecame
an instant priority.

Nevertheless,severaloftheendowment’shedgefundholdings
did their job well and provided positive returns that buffered
thefallingvaluesofotherassets.Wealsohaveactivelyadjusted
liquidity to ensure support for the endowment’s regular
distributionstotheuniversity'soperatingbudget.Finally,weare
continuouslyseeking—andfinding—opportunisticinvestments
arisingfromtheextrememarketdislocations.Thepool'sperpetual
investment horizon remains its most valuable asset.
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