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Financial Update: Third Quarter 2011

After a strong start to the year, the Cleveland Foundation’s financial performance was impacted by a challenging market environment during the third quarter of 2011. At Sept. 30, 2011, our assets totaled $1.75 billion, below the $1.89 billion at year end, as gifts of $31 million were offset by grants paid of $52 million and investment losses of 5.3 percent. Our seven-year returns through Sept. 30 were 5.2 percent, below our target of 8 percent but above the S&P 500 returns of 2.3 percent. 

The financial markets began 2011 with strong returns in the equity markets, but faced significant headwinds during the third quarter due to increased volatility caused by “gridlock” in Washington, D.C., S&P’s downgrade of U.S. debt, lower economic growth assumptions, and continued financial turmoil in Europe. Fortunately, the markets rebounded during October with the S&P 500 returning 10.9 percent, the Dow Jones Industrial returning 9.7 percent, and the MSCI EAFE index for international stocks returning 9.7 percent. Our assets increased to $1.84 billion at the end of October.  

We continue to have a well-diversified portfolio, which somewhat insulated us from the severe downturn during the third quarter. While the S&P 500 was down 13.9 percent, we incurred a loss of 9.1 percent for the foundation overall and 7.8 percent for the Cleveland Foundation Pool. For October, the Cleveland Foundation Pool, in which many donor-advised and organization endowment funds are invested, was up about 5 percent, leaving it in positive territory for the year to date.

The Cleveland Foundation Pool is positioned for a longer-term slow growth environment with our focus on high-quality multinational large cap stocks, conservative emerging markets funds, absolute return and hedged equity investments, and shorter duration fixed income. 
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