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Nonprofit Trends

Nonprofits face many challenges as they seek to fulfill their missions. Over time, those challenges ebb and flow based on myriad
factors. For example, earlier this year, the Urban Institute released a study on the top concerns of nonprofit leaders for 20252,
Overall, the most pressing concerns had to deal with financial stability with a range of drivers influencing this sentiment. Chief
among these factors included fundraising weakness, decreasing governmental grant support and rising costs associated with
both staffing and day-to-day activities.

Below are two pieces of data from nonprofits between $30m and $1b — Day’s Cash on Hand, which is a measure of liquidity and
Revenue in Excess of Expenses, which is a measure of a Foundation’s Budget Surplus. We compare ratios from fiscal year
2018/2019 to fiscal year 2023/2024. What we see is that across the board, nonprofits have increased liquidity in the face of
uncertainty. However, while the organizations at the top end have slightly increased their margins, the bottom 50% have seen
their financial situation remain relatively flat or seen a slight deficit.

Liquidity - Day's Cash Hand Foundation Budget Surplus
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When you combine the trends in the data with the survey results looking forward, it paints a challenging picture for the average
nonprofit. For example, increased liquidity is generally a positive, but when combined with flat or declining margins it could be
a signal that organizations are hoarding cash to cover expenses or to guard against revenue uncertainty. What, if anything, can
be done?

One way to help improve the financial prospects for many nonprofits is to improve the performance of their associated founda-
tion or endowment. For example, according to the most recent data from the Council on Foundations — Commonfund 2024
Study of Foundations?, 10-year returns for private and community foundations ranged from 7.8% to 6.9%. Notably, the largest
foundations generally realized the highest returns meaning smaller and mid-sized organizations on average underperformed
their larger peers. Compare this to a simple 70/303% index comprised of global equities and US fixed income which returned
7.3% over the last 10 years. While the larger foundations exceeded this simple market benchmark, many of those smaller and
mid-sized organizations did not, meaning in addition to facing challenges on their P/L, they left returns on the table in their en-
dowed assets.

Revisiting an underperforming portfolio and the advisor or process that led to the underperformance can be a key area of focus
to help improve forward looking prospects and enabling more foundations to better fulfill their respective missions.

! https://www.urban.org/research/publication/nonprofit-leaders-top-concerns-entering-2025

2 https://www.commonfund.org/research-center/press-releases/foundations-endowed-portfolios-produced-double-digit-investment-
returns-in-2024

3 Market benchmark represented by 42% MSCI USA Index; 28% MSCI AC World ex USA Index; 30% Bloomberg Barclays US Aggregate Index
Past performance is not indicative of future results.
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Past performance is not indicative of future results. Index performance returns do not reflect any management fees, transaction
costs, or expenses. Indices are unmanaged and cannot be invested in directly. Current performance data may be higher or lower
than actual data quoted. Performance for periods greater than 1 year is annualized. This document was prepared without regard
to the specific objectives, financial situation, or needs of any particular person or entity who may receive it. This analysis is for
informational purposes only and is not intended to be an offer, solicitation, or recommendation with respect to the purchase or
sale of any security, nor a recommendation of services supplied by any investment organization and does not include all factors
that should be considered when choosing an investment advisor or strategy. This presentation is not investment, legal, tax, or
accounting advice. Investors should consult with their own professional advisors for advice on any investment, legal, tax, or
accounting issue(s). While the information contained herein highlights important data, it does not purport to highlight all
dimensions of risk. The information provided herein is based on matters as they exist as of the date of preparation, or otherwise
indicated throughout the presentation, and not as of any future date, and will not be updated or otherwise revised to reflect
information that subsequently becomes available, or circumstances existing or changes occurring after the date hereof. No
representations are made as to the accuracy or completeness of the information set forth in these materials. LCG reserves the
right at any time and without notice to change, amend, or cease publishing the information. If this data is reproduced, in whole
or in part, in any form, the following reference language must be utilized “Source Information: Compiled By: LCG Associates, Inc.;
Bloomberg.” LCG has not received any compensation related to the collection or distribution of this data.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS®
is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg
or Bloomberg’s licensors, including Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor
Barclays approves or endorses this material or guarantees the accuracy or completeness of any information herein, or makes any
warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither
shall have any liability or responsibility for injury or damages arising in connection therewith.

The Bloomberg US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, US dollar
denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate securities, fixed-
rate agency MBS, ABS and CMBS (agency and non-agency).

The MSCI USA Index is designed to measure the performance of the large and mid cap segments of the US market. With 544
constituents, the index covers approximately 85% of the free float-adjusted market capitalization in the US.

The MSCI ACWI ex USA Index captures large and mid cap representation across 22 of 23 Developed Markets (DM) countries
(excluding the US) and 24 Emerging Markets (EM) countries*. With 1,965 constituents, the index covers approximately 85% of
the global equity opportunity set outside the US.

Indices referenced are unmanaged and cannot be invested in directly. Index returns do not reflect any investment management
fees or transaction expenses.

Past performance is not indicative of future results.



