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As the Chief Investment Offi  cer of Colony’s 
Ins  tu  onal Advisory Prac  ces, Pier is 
responsible for all aspects of the investment 
process — from manager research to por  olio 
construc  on, asset alloca  on, and client 
communica  on. He also supports the needs 
of our ins  tu  onal and ultra-high net worth 
clients. 

Pier served as Chief Investment Offi  cer at 
New Providence Asset Management prior 
to their merger with The Colony Group in 
2021. Previously, Pier spent ten years at 
Goldman Sachs Asset Management where his 
responsibili  es included Head of the U.S. Core 
Equity business. He began his career in Japan 
teaching English as a second language, then 
returned to NYC where he worked for Nihon 
Keizai Shimbun before joining Gabriel Capital 
Group as a research analyst responsible for 
risk arbitrage and long-short investments for a 
$1 billion hedge fund. Pier has served on the 
Advisory Council for the Headmaster of St. 
Andrew’s School. 

Pier earned his Master in Business 
Administra  on from the New York University 
Leonard N. Stern School of Business, and his 
Bachelor of Science from Williams College.

What factors should an ins  tu  on consider when aiming to op  mize their annual draw?

Pier Friend: Some key ques  ons include:

•   Does an ins  tu  on receive regular fi nancial gi  s or contribu  ons? Private schools, for
     example, will receive annual contribu  ons from alumni and parents. While there o  en 
     is cyclicality to  gi  s that correspond to a benefactor’s own feeling of wealth, these annual 
     contribu  ons can mi  gate some fi nancial market  vola  lity in investment assets.

•    What is the breakdown between fi xed and discre  onary expenses? The higher amount of 
      fi xed expenses the more suscep  ble an ins  tu  on becomes to investment asset price 
      vola  lity, o  en fi nding itself in the uncomfortable posi  on of cu   ng programs or staff  due 
      to fi nancial market vola  lity.  

•    What is your ins  tu  on’s infl a  on rate, and does it tend to trend higher or lower than the 
      broader defi ni  on of infl a  on? Some studies suggest that private school infl a  on has 
      averaged higher than the broad consumer price index (‘CPI’) due to factors such as rising 
      labor costs to a  ract faculty, technology upgrades, facili  es maintenance and expansion, 
      healthcare costs, etc. Recognizing these trends while also modeling and es  ma  ng their 
      future is an important step to op  mizing an ins  tu  on’s purchasing power.

The Colony Group, LLC (“Colony”) is an SEC Registered Investment Advisor with offi  ces in Massachuse  s, New York, Maryland, Virginia, Florida, Colorado, 
California, New Hampshire, Connec  cut, Washington D.C., and New Jersey. Registra  on does not imply that the SEC has endorsed or approved the 
qualifi ca  ons of Colony or its respec  ve representa  ves to provide the advisory services described herein. The Colony Group is registered to do business as 
“The Colony Group of Florida, LLC” in Florida, and “The Colony Group of Missouri, LLC” in Missouri. This paper is prepared using third party sources. Colony 
considers these sources to be reliable; however, it cannot guarantee the accuracy or completeness of the informa  on received. Informa  on provided herein is 
general and educa  onal in nature. It is not intended to be, and should not be construed as, investment advice. Market condi  ons can vary widely over  me 
and can result in a loss of por  olio value. Services off ered are provided pursuant to an advisory agreement with the client. Colony’s Form ADV Part 2A, 2B, 
Form CRS, and Privacy Statement will be provided on request and as required by law. For a descrip  on of fees payable for investment advisory services, please 
see Colony’s Form ADV Part 2A.

Does an annual spending rate impact an ins  tu  on’s long-term fi nancial prospects? 

PF: Most tax-exempt organiza  ons have endowments that were formed to exist in perpetuity rather 
than the minority that are set up as “limited life” or “spend-down” en   es. In the case of perpetual 
organiza  ons that are not subject to the IRS 5% rule, it is important to keep in mind the power of 
compounding within the investment por  olio and its rela  on to the annual draw. 

Take the example of two ins  tu  ons with $100 million in investment assets. Both ins  tu  ons target 
an average net return of 7% per annum but one has a 5% annual draw and the other has a 4% annual 
draw. A  er 20 years the 4% draw ins  tu  on will have an endowment worth $32 million more, and 
in the subsequent decade will be worth $61 million more. The faster rate of net compounding within 
the investment por  olio also means that by year 23 the ins  tu  on with the 4% opera  onal draw 
is drawing more actual dollars each year for its programs, grants, and expenses than the 5% draw 
ins  tu  on even though its drawing 1% less on a percentage basis. 

In Part I of Strategy and Tac  cs for Endowments’ and Founda  ons’ Annual Draw, Ins  tu  onal Advisory 
Prac  ce, Chief Investment Offi  cer, Pier Friend introduces considera  ons and prac  ces that 
ins  tu  onal boards and commi  ees should have in place when planning their annual draw. In Part 
II, Pier con  nues the conversa  on with regard to draw op  miza  on and organiza  onal long-term 
fi nancial wellness.
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