Investment Policy Statement
1. Overview
This Investment Policy Statement (IPS) applies to the investments of the endowment and the Amalgamated Trusts Fund (ATF) of Trinity College, Cambridge (‘the College’ or ‘Trinity’). The ATF is a collection of different trusts which are designated or restricted to a specific purpose and so are separated from the general funds of the endowment.  
This IPS does not apply to the Trinity College Pension Scheme (‘the Pension’ or ‘the Scheme’), as it is a separate legal entity, governed by the Scheme’s Trustees, and has its own policy statement. However, the Pension’s sole employer is the College, whose assets backstop the Scheme’s liability. As such, the Scheme must be taken into account in the investments of the College.  
The purpose of this IPS is to state the objectives of the College’s portfolio, document investment philosophy and provide a framework for assessing decisions. The IPS is a permanent and evolving document, and subject to reviews at the Investment Committee.

2. Investment purpose and objectives
The purpose of the endowment and the ATF is to support the College in achieving its aim: the advancement of education, religion, learning and research.  
The investments of the College have two objectives:  
1. Trinity College aims to maximise risk-adjusted returns and to achieve a long-run total return of at least CPI +5% on its investments.  
2. Trinity College aims to have a positive environmental, social and governance impact through its investments. In doing so the College expects to achieve its investment performance objectives which facilitates fulfilling its purposes as a registered charity. The College recognises that the long-term health and resilience of its endowment necessitates mitigation of systemic risks in the portfolio and the real economy. Given the urgency of climate change, the College aims to take particular action on decarbonisation, biodiversity and safeguarding, and where possible enriching our natural environment. Trinity commits to achieving a carbon net-zero portfolio before 2050. To that end, the investments have two intermediate science-based targets: a 21% reduction in emissions from the 2019 baseline by 2024 and a 46.2% reduction by 2030.


3. Governance
Council is the governing body of the College. The Senior Bursar manages the investments of the College within the Ordinances prescribed by Council, and reports to it on a weekly basis during term time.  
The purpose of the Investment Committee is to advise the Senior Bursar and the College on investment matters. The Committee is advisory and has no delegated powers.  

The Investment Committee will be consulted on investment objectives, strategy, and consequent policies, on proposed transactions of value exceeding 1% of the College’s assets, and on the appointment of new fund managers.


4. Investment philosophy
The following investment principles drive College investment decisions:
· Keep the portfolio simple and avoid complexity in order to enhance transparency, contain costs and monitor effectively. The College seeks to minimise operational responsibility and intensity through third parties.  
· Take advantage of the College’s long-term investment horizon and ability to weather short-term volatility, its focus on long-run total real return, and its strong financial position with low liquidity requirements.  
· Retain a high degree of flexibility by maintaining the ability to take advantage of investment opportunities as they arise. To this end, there is a deliberate absence of any strategic benchmark.  
· Take a whole portfolio approach and consider financial performance, environmental goals and risk at a whole portfolio level. To this end, there is a deliberate absence of asset specific benchmarks.  
· Maximise returns from global economic growth (beta) and seek to add value (alpha) to the portfolio where Trinity can take advantage of its position. Direct investments are only to be held when there is no efficient alternative means to gain economic exposure or when the College has confidence in its ability to add value and drive excess return.  
· Align investments with the College’s mission. The portfolio should reflect Trinity’s identity and avoid investments that are not in line with its charitable objectives.
· Achieve real world impact on the environment through an active approach, acting quickly where it can, prioritising decarbonisation over offsetting. The College also commits to continually enhancing its approach, learning by doing, sharing thinking with others, and engaging proactively with stakeholders.   

5. Investment implementation
Asset allocation: The College invests in properties, public equities, private equity and cash.  The College has flexibility to invest in other asset classes, such as credit, opportunistically. Whilst there is no strategic benchmark, exposure should be well diversified across asset classes and geography. Portfolios should maintain enough in liquid assets (public equities and cash) to meet short-term financial needs and have sufficient flexibility to take advantage of new investment opportunities. Typically, more than 20% of the endowment will be invested in liquid assets (public equities and cash). Cash acts as a long-term drag on portfolio returns and should normally only be held for operational reasons. We estimate that cash holdings should normally be maintained around 2.5% of the portfolio.  Our long-term targets for asset allocation ranges for the endowment are set out in the table below.  



	
	Target Asset Allocation Ra 
	Ranges 
	

	
	Public Equity  
	30-60% 

	
	Property 
	20-50% 

	
	Private Equity 
	10-20% 

	
	Cash 
	0-10% 

	
	Opportunistic 
	0-10% 

	
	
	
	
	

	
	Leverage 
	10-20% 








Property: Our property investments are typically directly held, local and managed with a variety of long-term value adding strategies:  
· Estates: An estate is a large multi-building, multi-occupied holding held for income growth where there is significant potential for active management to grow income over time while working in partnership with our tenants. Scale, critical mass, and control are crucial to the College’s ability to influence market rent. Estates represent the core of our property holdings and generate a significant share of portfolio income. These include Cambridge Science Park, Felixstowe, and urban Cambridge retail.  
· Reversionary assets: These assets are defined by their long-term potential to increase the value of the underlying land. Income return is low and often zero. Examples include: commercial ground leases; change of use properties; and strategic land (greenfield and brownfield).  
· Environmental investments: Environmental property investments are made with the primary intention to generate positive, lasting and measurable environmental impact (i.e., impact investments), including through afforestation, biodiversity net gain, nutrient neutrality, water. All environmental property investments must   be   additional, measurable   and   must   have   non-concessionary   return expectations. 
The performance of our property portfolio is measured against the long-term CPI+5% objective while we also reference the MSCI UK Quarterly Property Index.  
Public equities: Our public equity portfolio is global and held both directly (in separately managed accounts) and through funds. Global equities provide a wide opportunity set and potential for diversification. There is scope for owning regional equity strategies where we believe these will outperform global strategies. While the long-term goal is CPI+5%, we also reference the MSCI All Country World Index when considering performance. We can invest in both index and active strategies.
· Our global index strategy has a single portfolio manager (due to economies of scale and reduced complexity) and provides broad beta exposure to global economic growth at low cost. Our index account also provides liquidity – a source of funds for funding new opportunities.  
· We can also invest in active strategies, typically through funds. We can select active managers that align with our investment philosophy. In particular, we prefer global managers with a long-term focus, low turnover and high stock conviction driven by economic growth fundamentals. We will only invest in managers where we have high conviction in their ability to add alpha over the long-term and select only a small number to avoid over-diversification, and complexity.  
Private equity: The College also invests in private equity across venture capital, growth equity and buyout (incl. secondaries). Private equity is held for alpha but can also provide economic exposure to areas not covered by our property and public equity portfolios. Our approach to private equity should recognize and manage the costs, risks, and complexity inherent in this asset class. We invest mostly in venture and growth, with a focus on early-stage companies. We allocate to primary funds but have some flexibility to invest opportunistically in co-investments and secondaries. Our strategy is to invest globally in top tier funds, mostly through established managers with long track records. We are supported in doing so by an advisor. 
Our reference benchmark for private equities is the MSCI All Country World Index + 500 bps.  
Cash: We hold cash both directly and in funds for liquidity reasons. Analysis will be undertaken regularly to understand changing needs and ensure that our cash is held in optimal vehicles.  
Gearing: Leverage is appropriate as we expect long-term returns to be higher than the cost of borrowing. Our borrowing is in the form of long-term debt aligned with our investment horizon while we also have flexibility to take on short-term debt if appropriate. We look to typically have 10-20% gearing in the portfolio. The portfolio should have flexibility to have additional leverage above this level for efficient portfolio management reasons in the event of new investment opportunities. Liquidity needs to fund interest and debt payments are an important consideration.  
Constraints: The College is a UK Charity, which requires adherence to Charity Commission regulations and limits its ability to trade. In addition, the College has committed to excluding from its holdings, companies that generate material revenues from the extraction, distribution, and supply of fossil fuels, as well as tobacco producers. The index public equity account also excludes controversial weapons and civilian firearms, nuclear weapons and companies exposed to severe ESG controversies (based on global norms and conventions, including the UN Global Compact and UN guiding principles). For these standard exclusions, the endowment uses industry-recognised definitions and methodologies, including from MSCI’s ESG Screening Methodology.
ATF: The ATF typically follows the endowment with its investments in global public equities.   

6. Risk management
Risk is defined as the potential of not achieving the endowment’s long-term objectives to support the College’s mission. The endowment has a risk management framework and a risk register to ensure that risks are well managed. The risk register is updated annually and feeds into the College’s broader risk register.

