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With the ups and downs in the market since the beginning of the year, it certainly is possible 

to become so concerned that we lose perspective.   
 

The Foundation invests with a long-term view.  The markets may be down in particular quar-

ters, and even particular years.  But, over the long haul, the market returns outpace other al-

ternatives.  While that does not soften the blow in the short term, it has held true historically 

for the longer term.  
 

Conservative investment allocation positions the funds to capture some, but not all, of the 

rise in an up-market, and also to be defensive about protecting against some of the declines in a down-market.. 
 

As you are well aware from all the news sources, the financial picture is a difficult one 

for both the U.S. and the global economy.  The experts tell us that recovery will be 

choppy and will take time. 
 

The Kentucky United Methodist Foundation takes its stewardship responsibilities very 

seriously and invests conservatively for modest returns over the long-term horizon.  The 

Investment Committee of the Foundation meets quarterly with our outside professional 

investment managers to review the details of those funds. 
 

The good news is that Endowment Funds and Permanent Funds managed by the Foundation continue to do just ex-

actly what they were designed to do:  produce annual stipends for their designated ministry purposes.  Some help 

fund church operating budgets; some help with maintenance, such as replacing church boilers and parsonage roofs; 

some help troubled youngsters receive specialized care; some help elders receive residential care; some help kids go to 

summer camp; some help educate young ministerial candidates through seminary training. 
 

 

Following its prudent and sustainable endowment spending policy, the Foun-

dation takes a trailing three-year aver- age of each endowment’s market value 

and then distributes an annual stipend of 5% of that average.  This “evens out” 

the inevitable ups and downs of the markets, which allows the ministries to 

budget predictable amounts each year.    

 

 

 

Once the “seeds are sown” for an Endowment, it produces fruit in all seasons - sunny and stormy! 

 

Playing Defense,  
Maintaining Perspective,  

and Harvesting Fruit. 



Sustainable Spending 

Our churches, agencies and institutions frequently ask us, “What is the best way to plan our withdrawals 

for ministry from our permanent endowment?  How much should we take?” 

As to the amount, here is the overriding issue:  an endowment that is spent too aggressively year after 

year will dwindle to nothing and then support no ministry whatsoever.  That would not be a permanent 

endowment.  A permanent endowment is just that—permanent.  It needs to be available for the long-term 

and capable of providing support each year which can be counted on. 

The Foundation recommends a sustainable spending policy not to exceed  
5% of the average year-end market value of the endowment for the three trailing years. 

That is, when calculated as an average of the three previous December 31 market values, the distribution 

for the succeeding year should be limited to no more than 5% of that average.  Some churches intention-

ally elect to set a smaller spending policy, say 3½%, or 4%, or 4½%. 

This approach has several benefits: 

1. It makes the annual stipend for ministry a fairly predictable amount which can be budgeted. 

2. It preserves the ability of the endowment to support ministry for the long-term. 

3. It somewhat “damps out” the effects of market volatility—increasing some, but not a lot, in years 

when the market is up and, likewise, decreasing some, but not precipitously, in years when the mar-

ket is down.  This allows for ministry to continue with consistent, budgeted support. 

Let’s illustrate this with two examples of a church’s permanent endowment account over a period of 

three successive years—the first in a rising market and the second in a declining market: 

 Three Year Rising Market 

 Market value—previous year on December 31  $240,000 

 Market value—two years ago on December 31  $220,000 

 Market value—three years ago December 31  $212,000 

 Total for three years     $672,000 

 Average market value (total/3)    $224,000 

 5% sustainable spending for ministry     $11,200 
 

 Three Year Declining Market 

 Market value—previous year on December 31  $212,000 

 Market value—two years ago on December 31  $220,000 

 Market value—three years ago December 31  $240,000 

 Total for three years     $672,000 

 Average market value (total/3)    $224,000 

 5% sustainable spending for ministry     $11,200 


