OAKLAND UNIVERSITY

BOARD OF TRUSTEES

WORKING SESSION AGENDUM ITEM

September 10, 2003

ADDITION OF A QUARTERLY REBALANCING PRACTICE TO THE 

ENDOWMENT INVESTMENT POLICY

Division/Department:  Finance and Administration

Board Sponsor/Advocate:  Finance, Audit and Investment Committee

Summary:  The Board’s policy on endowment investment currently does not require rebalancing the endowment portfolio and the university currently does not rebalance the portfolio on a regular basis.  It is being recommended that rebalancing the endowment investment portfolio quarterly should become Board policy and university practice.  The endowment investment program would then be expected to produce its maximum rate of return over the long run given the asset allocation strategy contained in the endowment investment policy.

Action to be Requested at Next Formal Board Meeting:  The Board will be asked to approve the following statement to be added to its endowment investment policy.

“At the end of each calendar quarter the administration shall review the allocation of the assets representing the endowment of the university to measure the strategic asset allocation on that date.  If the strategic asset allocation is not within +(-) 3% of the target asset allocation, the administration shall take appropriate steps to bring the strategic asset allocation to within +(-) 1% of the targeted allocation.”

Previous Board Action:  The Board’s current Investment Policy For Endowment is dated April 6, 1995.  The Board modified this policy on December 4, 2002 to decrease the spending rate from 5% to 4.5%.

Educational Implications:  Enhanced endowment performance.

Budgetary Implications:  Long term endowment performance is expected to improve over time.

Attachments:  1. Oakland University Investment Policy For Endowment
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