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WELCOME

The Newton Charity Investment Survey, now in its
tenth year, covers diverse topics within the
management of charitable portfolios, and provides
an industry benchmark to see how aligned your
investment experience and intentions are with
those of your peers.

As in each previous iteration, Newton Investment Management
has conducted a survey among leaders and decision-makers
in the UK charity sector.

The survey explores:

e the impact of major economic and geopolitical issues on
UK charities

e the continued effect of the cost-of-living crisis on charities’
operations, administration and fundraising abilities, demand for
their services, and their short and long-term financial planning

e the ways in which charities are adapting their investment strategies

and expectations around investment returns in a time of
continued uncertainty

e changes to charities’ asset allocation and the shift back towards
more UK bond and international equity-based portfolios

* the role of alternative investments within charitable portfolios

e the changing nature of the sector’s relationship with ethical
exclusion policies, environmental and social responsibility, and
sustainable investment

e expectations around and experiences of diversity within the sector,

as well as the insights of faith-inspired charities

The 2023 Newton Charity Investment Survey

3



Introduction

ABOUT THIS RESEARCH

This year's sample includes
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with a combined
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ABOUT THIS RESEARCH

The sample in this year's survey includes 86 charities with a combined £3.3 billion
in assets. Fieldwork took place between 2 May and 10 July 2023, with a record date
for data regarding annual investment performance of 31 March 2023.

After a year of significant change for the
sector in 2022, following pandemic-era
challenges and burgeoning pressures
from an inflationary and cost-of-living
crisis, 2023 instead represents a period
of smaller shifts.

The cost-of-living crisis is still affecting
the sector, but we are seeing some
reversions back towards the pre-2022
norm in addition to further divergence
in how charities are approaching

the world.

The cost-of-living crisis remains a key
concern for charities in the UK, but
while its impacts are broad, they are
increasingly diverse, with no universal
experience across the sector.
Meanwhile, the impact of the crisis
has been reflected in the sector’s
investments which have seen
significantly lower returns.

However, the sector appears to be
adapting, and holding out some
muted hope for better returns in
years to come.

Adaptation to another year of poor
economic outcomes may also be
driving the changes we're seeing this
year around net zero, environmental,

social and governance (ESG) concerns,

and sustainable investing.

The trend towards a greater focus on
ethical exclusions and sustainable
investment continues, but now with
more targeted and nuanced
approaches.

With economic pressures continuing,
charities are assessing their priorities
with care.

The sections in this survey report focus on:

Economic pressures and concerns about the future

e The major issues concerning charities
e The cost-of-living crisis — two years in

Responding to a crisis: charity investments in 2023

¢ Investment strategy and returns
e Asset allocation
¢ Alternative investments

Investing for a better future?
¢ Ethical exclusions
e ESG, responsible investment and net zero

Diversity and faith in the charity sector
¢ Diversity
e Faith

More broadly, historical trends around
diversity in the sector continue.

There are noticeable improvements

in female and under-40 representation
among trustees and a greater emphasis
on representation within the sector,
though minority ethnic representation
remains unchanged.

Our new series of questions about

the role of faith in the charity sector
provides insights into a well-established
sub-set of UK charities for which
faith-related values play a key role in
their approach to investing.

¢

The sector appears to be
adapting, and holding out
some muted hope for
better returns in years

to come. ))

The 2023 Newton Charity Investment Survey 5



The 2023 Newton Charity Investment Survey

EXECUTIVE SUMMARY

REFLECTION
POINT

After a year characterised by considerable volatility for the charity sector,
2023 has seen a continuation of the challenging backdrop, resulting in
some divergence in how charities are approaching the world. While inflation
remains a universal concern and lower levels of returns are a widespread
Issue, charities are experiencing varying pressures as a result of the

cost-of-living crisis.

Meanwhile, although charities are becoming more concerned about the
threat of climate change, their views on environmental, social and governance
Issues in general are changing, with ethical exclusions becoming more
commonplace, and approaches to net zero differing.

The vast majority of charities are still
experiencing some form of pressure
or negative impact from the
cost-of-living crisis.

59% of charities have seen an increase
in demand from last year, with 63%
stating that demand is coming from
both new and existing beneficiaries.
However, the form these impacts

are taking varies.

6 The 2023 Newton Charity Investment Survey

5%

of charities do not think
that the cost-of-living crisis
will have a lasting impact
on their investment policy

While the negative effects of the

cost-of-living crisis are being felt widely,

there is hope for the future within the
sector, although uncertainty remains.

52% of charities do not think that the
cost-of-living crisis will have a lasting
impact on their investment policy,
and a further 27% simply do not know.
For those that do think there will be
longer-term implications, two-thirds
are re-evaluating their reserves policy.

ONLY 67%

of charities answered that their
returns are sufficient to meet
their obligations and
commitments

This year, a growing number of
charities are finding that the income
produced by their investment portfolio
is insufficient to meet their charity's
obligations.

Only 67% of charities answered that
their returns are sufficient to meet
their obligations and commitments,
down on the 85% which answered
the same last year.



107

of charities did not set
any withdrawal rate
this year

Charities are demonstrating
uncertainty in terms of what they
consider to be a sustainable
withdrawal rate for their portfolio.

70% of charities had not set any
withdrawal rate this year, and among
those that had, there was no clear
agreement on where it should be set.
A growing proportion of charities are
now unsure about what a sustainable
withdrawal rate is likely to be over the
long term — over a fifth of charities
simply do not know where to

set their rate.

3970

of charities have experienced
negative returns

Charities have faced a severe
downturn this year; however,
they appear to be adapting
to these lower levels.

35% of charities have experienced
negative returns, and a further 35%
have seen returns of between 0-3%.
Nevertheless, the proportion of
charities that say investment
performance has not affected
spending has remained relatively
stable at just under 80%.

3N

of charities feel it is very important
that ESG investment factors are
considered in the management

of their portfolios

While charities continue to recognise
the importance of investing responsibly,
attitudes around the consideration

of ESG factors are changing.

The proportion of charities that feel it
is very important that ESG investment
factors are considered in the
management of their portfolios has
fallen from 49% in 2022 to 37% this
year. Nevertheless, the proportion of
charities that believe that ESG factors
are either 'very important” or

‘quite important’ has remained
roughly stable.

6475

of charities have an ethical
exclusion policy

Ethical exclusion policies are
becoming more commonly used by
charities, but their approaches are
increasingly targeted.

The proportion of charities with an
ethical exclusion policy reached 64%
this year — the highest we have seen
over the last ten years of conducting
the survey. However, the breadth of
these policies has diminished, as charities
are now focusing on more specific areas,
rather than taking a blanket approach.

3675

of charities opt for engagement
when dealing with companies that
are underperforming in terms

of ESG issues

Charities are divided on how best
to approach companies that are
underperforming in terms of ESG
issues, with half believing that
divestment is most suitable and
36% opting for engagement.

However, charities” approaches to climate
change factors paint a different picture,

with 66% of charities believing that engage-
ment is the best approach to ensure that
companies in their portfolios are aligned
with their climate change values.

307

of charities have no net-zero
commitment

Net zero is growing in importance
for charities, but they remain split
in terms of their commitments.

38% of charities have no net-zero
commitment, while for the 48% that
do have some sort of commitment,
the form it takes varies.

8%

of charities feel it is important
for their trustees to reflect their
beneficiaries and their requirements

2023 has seen notable growth in the
proportion of charities that feel it is
important for their trustees to reflect
their beneficiaries and their
requirements.

After falling to 66% last year, this figure
is now up to 81% this year. However,
there has been a 5% decline in the
proportion of respondents that think it
is important that investment managers
demonstrate diversity.

The 2023 Newton Charity Investment Survey 7



ECONOMIC
PRESSURES
AND GONGERNS
ABOUT THE
FUTURE




Section 1: Economic pressures and concerns about the future
Part 1: The major issues concerning charities

What are the greatest fears/concerns for your
charity’s investments?

Our last three reports have focused on
the direct, and then lingering, impacts
of the Covid-19 pandemic on the
charitable sector — and with

good reason.

Fven by 2022, two and a half years
after the onset of the pandemic,

the effects of that period of instability
were still being felt. However, those
pandemic-era issues were diminishing,
having been replaced by broader
concerns driven by economic
pressures and geopolitical instability.

One year on, the sector’'s concerns
have shifted once again. Inflation
and its related economic pressures
remain at the forefront, especially
when it comes to charities’ own
iInvestments, but elsewhere

much has changed.

INFLA
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Section 1: Economic pressures and concerns about the future
Part 1: The major issues concerning charities

H How concerning are these issues to you when thinking about your charity? (Percentage saying 'very concerning’)

100%

90%

80% 2022
W 2023

70%

60%

50%

40%

30%

20%

10%

44
38 -
28

0%

Inflation Rising Cost-of-living Conflictin Cost-of-living Cybersecurity Climate Push for Long-term
salaries/wages crisis increasing Ukraine crisis reducing and online change net zero impact of the
demand for donations/ threats pandemic

services

Data set: No. of respondents: 2022: 91, 2023: 86

The most significant shift we have seen
has been a decline, almost across the
board, in charities’ level of concern

on most issues.

The long-term impact of the pandemic,
once a major issue and still a concern
for over a fifth of charities in 2022, has
fallen further — now standing as the least
concerning issue and rated as 'very
concerning’ by only 12% of charities.

Other issues which were major concerns
for charities last year have seen similar
declines. The impact of the cost-of-living
crisis on demand for services and
concern over the war in Ukraine have
fallen significantly compared to 2022,
and now rank among the least
concerning issues for the sector,

despite the continuation of economic
challenges and the conflict in Ukraine.

What charities find most concerning
has not changed - inflation and rising
salaries remain the most selected issues
at 66% and 49% of answers respectively.
These continue to be pertinent
concerns for the sector, reflecting
continued inflationary pressure through
late 2022 and into 2023.

Nevertheless, even these issues have
seen a decline compared to previous
levels of concern.

Charities appear to be adjusting to
the new realities of this challenging
longer-term economic backdrop.

10 The 2023 Newton Charity Investment Survey

charitable income

That adjustment seems to have been
more successful when it comes to the
direct impact of the crisis on charity
services — on demand and on donations.

But even regarding issues affecting
core operations and budgets, in the
form of inflation and wage pressures,
the declines in concern this year
demonstrate that, while they are still
a worry, the sector is learning to
operate within this ‘'new normal’.

Not all issues, however, are the same.
While we have seen drops in concern
across most areas, two stand out as the
only issues for which there has been a
rise in concern in this year's survey.

Cybersecurity and online threats, as well
as climate change, have experienced an
increase, with cybersecurity being
selected by 44% of charities, up from
36% last year, and climate change now
at 35%, up from 30% in 2022.

These now stand as the third and fourth
most selected issues across the range
of options and significantly outscore the
direct effects of the cost-of-living crisis or
the long-term impacts of the pandemic.

This may reflect the start of a shift away
from short-term reactions to shocks

— an understandable response to what
has ultimately been almost three years
of consecutive crises — and back
towards longer-term planning within
the sector.

¢

Charities appear to be
adjusting to the new realities of
this challenging longer-term
economic backdrop. ))

These longer-term issues are here to
stay, and as the shock of the initial
impact of the cost-of-living crisis on the
sector appears to be at least somewhat
dissipating, these long-term concerns
look to be regaining importance.

However, that is not to say that these
long-term issues are purely conceptual.

With the evident and seemingly
growing impacts of climate change,
cautionary tales of cybersecurity
failures, and concerning discourse
about the future of artificial intelligence,
these issues are significant for charities.

Economic pressure on operations
remains the central concern for the
sector, but charities now have a
growing focus on the future.



Section 1: Economic pressures and concerns about the future
Part 2: The cost-of-living crisis — two years in

=

Concerns about the impact of the cost-of-living crisis
on the sector may have declined, but that does not
mean that those effects are not still being felt.

While we are now two years on from the first surges
in inflation and the initial decline in real incomes
that came with them (both for individuals and for
charities themselves), 89% of charities have still felt
some impact on their activities over the last year.

However, while the impacts are broad, there appears
to be no universal experience within the sector.
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Section 1: Economic pressures and concerns about the future
Part 2: The cost-of-living crisis — two years in

0 of charities have
0 been affected by the
cost-of-living crisis

Only 11% of charities have seen no impact whatsoever from the cost-of-living crisis,
but among those charities that have been affected, no single impact was selected

by more than 40% of our survey participants.

Effects on fundraising activity and staff policy were the most common answers but,
even for these, a greater proportion of charities had not experienced the issue.

Other impacts affecting management and administration, investment strategy, and
charity activities were each selected by roughly a quarter of charities. The least selected
answer — the impact on contingency planning — was selected by a further 16%.

Charities are still feeling the effects of the cost-of-living crisis, but how those effects
manifest differs significantly from charity to charity.

What impact, if any, has the cost-of-living crisis had on your charity’s activity over the last year?

40%
40 40
30%
28 28 27
20%
16
o
10% 1
0%
It is affecting Itis affecting our staff It is affecting The cost-of-living crisis Itis affecting Our policies No impact
our fundraising hiring and retention our management/ has prompted a our investment about contingency
activity policies administration wider review of the strategy planning have had
charity's activities to be updated
Data set: No. of respondents: 2023: 86
One area in which the impact of the Have you seen a change in demand for your charity’s services?

cost-of-living crisis has stayed relatively
consistent has been on the increased

' i 60%
demand for charity services. B 2020
Demand is up once again, with 59% m 2021
of charities reporting a further increase 50% : 28;?

on last year. This figure remains stable
compared to 2022, though of course
reflects an additional increase in
demand on the sector compared to
last year, and is significantly higher than 30%
pre-2022 levels; however, we have
seen changes elsewhere.

40%

. , 20%
Unlike last year, the proportion of

charities reporting a fall in demand has
plummeted — from 10% to just 1% — 10%
while the number of charities reporting
stability in demand has risen to 40%.

Where that stability exists, however,
it will come after several years of
mcrgqsed demand for many of the Data set: No. of respondents
charities in our sample. 2020: 114, 2021: 82; 2022: 91; 2023: 86

Yes — increased Yes — decreased No
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This demand, for the majority of
charities (63%), comes from both new
and existing beneficiaries. This is
somewhat in line with the trend from
recent years — only just below 2021
levels — but is reflected by what has
been a notable increase in demand
from new beneficiaries.

Demand driven solely by new
beneficiaries has now risen to 22% of
charities in our sample, which is likely
to be a result of the particularly
challenging effects of the cost-of-living
crisis on a broader proportion of
society.

Nevertheless, while the general
experience of the cost-of-living crisis
for the sector remains a negative one,
there does appear to be some hope for
the future among charities. Just over
half (52%) of charities do not expect the
crisis to have a lasting impact on their
investment policy, though this should
be caveated by the fact that uncertainty
remains high. 27% of charities remain
unsure, while for the 22% of charities
that do expect a long-term impact,
considerable concern remains. B

The smaller group of charities that does
expect long-term and lasting impacts on
their investment policy is considering
adjustments, whether because of a
more negative future outlook or owing
to the impacts of the crisis on their
charity in the present.

Do you think the cost-of-living crisis
will have a lasting impact on your
investment policy?

Yes No

Don't know

Data set: No. of respondents
2023: 86

0 of charities do not expect the
0 crisis to have a lasting impact
on their investment policy

Where has increased demand for your charity’s services come from?

70%

60%

40%

30%

20%

10%

Increased demand from
current beneficiaries

These changes appear relatively
wide-ranging, with resilience the core
focus. 68% of respondents are re-
evaluating their reserves policy as they
look to build a cushion for future
shocks, while a significant proportion
of charities are also reconsidering
their asset allocation (47%) and their
risk tolerance (42%).

Moving to a total-return policy remains
a relatively niche option, considered by
just over a fifth of the sample.

There are signs of substantial concern
here. The diversified, but widely felt,
impacts of the cost-of-living crisis on

Increased demand from
new beneficiaries

H 2021
u 2022
W 2023

Data set:
No. of respondents:
2021: 37
2022: 54
2023: 50

Both

the sector underscore a shift among
charities themselves.

For some, better days look to be

on the horizon or, at the very least,
charities are managing to adjust to
increased pressures and demands
without significant change to their
wider operations and investment
policies.

Nevertheless, for the 22% of charities
that expect longer-term impacts,
there may still be further adjustments
to come. @

How will the cost-of-living crisis have a lasting impact on your

charity's investment policy?

70%
60%
50%
40%
30%
20%

10%

0%

We are re-evaluating
our reserves policy

Data set: No. of respondents:
2023: 19

We are reconsidering
our asset allocation

We are reviewing the
amount of risk we
can tolerate

We are considering
switching to a
total-return policy
rather than relying on
portfolio income

The 2023 Newton Charity Investment Survey 13






Section 2: Responding to a crisis — charity investments in 2023
Part 1: Investment strategy and returns

X . ‘\_.-.” - ‘33\ o 0
2022 marked a year in which the capacity of charities’ nNI.Y 67 0
iInvestment returns to match obligations and commitments

appeared to bounce back from a pandemic nadir, but the of charities answered that
same cannot be said for 2023. A more negative picture their returns are sufficient to

. meet their obligations and
has instead emerged. commitments

H po you feel that the total returns of your investment portfolio are sufficient
to meet the obligations and commitments of your charity?

100%
. . 90%
This year has seen the proportion of 2017
charities reporting that their total returns 0% oo
on investment were sufficient to meet 2020
their obligations and commitments 70% m 2021
fall by a significant margin. 2022
- 60% | 2023
Only 67% of charities answered that
their returns are sufficient to meet their 50%
obligations and commitments, down ga‘a Sfef .
O. Of responaents
on the 85% who answered the same 40% 2017. 95 2018 97

2019:102; 2020: 114;
2021: 82, 2022: 91,
2023: 86

last year, and significantly below the
record response of 97% in 2017,
and even below the 73% seen at
the height of the pandemic.

30%

20%

10%

0%

Yes No
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Section 2: Responding to a crisis — charity investments in 2023

Part 1: Investment strategy and returns

For those charities pursuing an income-
only target, there has been a similar
drop, from 94% in 2022 down to 70%
this year. However, looking more
broadly at the long-term trend, this

fall is less significant.

Returns on income-only targets have
been far more volatile, and the

¢

After a period of ‘battening
down the hatches’, adaptability
now appears to be a far
greater focus. b))

proportion of charities that feel their
income is sufficient remains above the
levels seen in 2020 and 2021

The coming year may paint a clearer
picture of whether the instability felt in
the wider sector’s investments has
truly filtered through to those with
income-only targets.

H po you feel that the income produced by your investment portfolio is
sufficient to meet the obligations and commitments of your charity?

100%

90%

Yes

Despite the pressure on investment
returns within the wider charitable
sector, return targets have remained
relatively stable across both
income-only and total-return targets.

We have seen some minor declines,
down from 4.1% to 3.1% of portfolio
value among charities with income-only
targets, and from 5.2% to 4.9% among
those operating with total-return targets,
but both declines are not significant
compared to previous years.

While there is pressure on investment
returns for many in the sector, that
does not appear to be feeding
through into significant changes to
targets yet. E1

16 The 2023 Newton Charity Investment Survey

2017
2018
2019
2020
2021
2022
2023

Data set

No. of respondents:

2017: 25, 2018: 21,
30 2019: 27, 2020: 20,

2021: 9, 2022: 16;

2023: 10

Bl what is the income-only target as a
percentage of portfolio value?

Highest value = 4.0%
Lowest value = 1.5%
Range = 2.5%

6.0% W 2018
H 2019
W 2020
| 2021

2022
| 2023

Average income-only target

Data set: No. of respondents:
2018: 21, 2019: 26, 2020: 20, 2021: 9, 2022: 16, 2023: 10

107

Drop in charities pursuing an
income-only target whose income
from investments is sufficient

to meet their commitments

and obligations

B what is the total-return targetas a
percentage of portfolio value?

= 2018
m 2019
B 2020
e m 2021
2022
I m 2023

Average total-returns target

7.0%

6.0%

4.0%

3.0%

2.0%

1.0%

Data set: No. of respondents.
2018: 41; 2019: 43; 2020: 41, 2021: 35, 2022: 38, 2023: 29



0 of charities
do not know
0 where to set their
withdrawal rate

Portfolio withdrawals have seen
greater change. 70% of charities
did not set any withdrawal rate this
year, and among those that had,
there was no clear agreement

on where it should be set.

No single range was selected by
more than 8% of the total sample,
indicating a diverse range of views
on withdrawal rates among those
charities that set them in 2023.

After a period of ‘battening down
the hatches’, adaptability now
appears to be a far greater
focus.

Looking further forward, a growing
proportion of charities are now unsure
what a sustainable withdrawal rate is
likely to be over the long term.

Over a fifth of charities simply do not
know where to set their rate —
up from 14% in 2022.

average
0 withdrawal
rate

Did you set a withdrawal rate on your investment portfolio over the last year?

70%

60%

50%

40%

30%

20%

10%

2 2
0%—““—

Yes — Yes — Yes —
2% 10 2.9% 3% to 3.9% 4% to 4.9%

Data set. No. of respondents: 2023: 86

For those charities that do have a view
on what a sustainable withdrawal rate
might be, the average level has stayed
relatively stable at 3%, though we

have seen a continued decline in the
percentage of charities selecting rates
below 4%, which is balanced by a

70
Yes — Yes — No - Don't
5% to 5.9% 6% or we did not know
more seta
withdrawal

rate

mild increase in those selecting a rate
of between 4% and 4.9%.

Divergence within the sector is once
again evident, with less certainty and
greater variance among charities
when it comes to portfolio
withdrawals.

What do you consider to be a sustainable withdrawal rate (comprising income and/or capital) from your portfolio over
the long term to ensure that your portfolio does not reduce in value in real terms (i.e. after inflation is factored in)?

50%

40%

30%

20%

10%

Less than 2%

2% t0 2.9%

Data set: No. of respondents: 2018: 97, 2019. 102, 2020: 114; 2021

3% t03.9%

4% 10 4.9% 5% t0 5.9%

182, 2022: 91, 2023: 86

6% or more

2018
2019
2020
2021
2022
2023

16
14

10
8
6
ol - 787 B ciom B

Don't know Median Average
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Section 2: Responding to a crisis — charity investments in 2023

Part 1: Investment strategy and returns

3970

of charities report
a negative return

on investments —

up from

12% in 2022

The news appears particularly negative
when it comes to overall investment
returns through to March 2023.

After a 10% increase in the proportion
of charities seeing a negative return on
investment in 2022, this year has seen
that figure skyrocket — up from 12%
last year to 35% — a level higher even
than that seen during the first year

of the pandemic.

3970

of charities report
returns between
0% - 3%

on investments —
up from

25% in 2022

Unfortunately, a further 35% have seen
returns of just 0% to 3% — rising again
from the 25% seen in 2022.

Higher returns of above 6% have almost
disappeared completely, having
accounted for 46% of the sample in
2022 to just 8% this year.

¢

While there has been a rise
in charities seeing a 3% to 6%
return this year, the
overwhelming outlook for
returns in 2023 has been

a negative one. > D)

While there has been a rise in charities
seeing a 3% to 6% return this year,

the overwhelming outlook for returns
in 2023 has been a negative one,

and goes a significant way to
explaining the decline we have seen
in charities reporting that their

returns were sufficient to meet

their commitments.

What was the approximate total percentage performance gain/reduction in your investment portfolio’s value —
like for like — in the year to 31 March 2023 (i.e discounting any additions/withdrawals made in the period)?

6-9% 9-12% 12-15%

Data set: No. of respondents: 2019: 102, 2020: 114, 2021: 82, 2022: 91, 2023: 81

18 The 2023 Newton Charity Investment Survey

W 2019
W 2020

35 35

H 2021

2022
W 2023

24
5
2 3 1 2 2
B 0 o O O

Below 0% 0-3% 3-6%

More than 15% Average Median



Despite the significant decline in returns
experienced by the sector over the last
12 months, we are not yet seeing this
reflected in charitable spending.

The proportion of charities stating that
investment returns have not affected
their spending has remained
extraordinarily stable, declining only
slightly from 81% in 2022 to

79% this year.

While we have seen an increase

in the number of charities saying that
poor returns have led to a decrease in
spending (from 7% to 12%), the overall
trend has been that spending levels
are generally unaffected by

lowering returns.

JUST IZ%

of charities state that poor returns
have led to a decrease in their
spending

¢

With increased demand for services across
muchrof the sector, the reality may be that many
charities are unable to reduce spending, and this
raises the question of whether these levels of
spending will be sustainable if longer-term

returns remain deflated. ))

With increased demand for services
across much of the sector, the reality
may be that many charities are unable
to reduce spending, and this calls

into question whether these levels

of spending will be sustainable

if longer-term returns remain
deflated.

19%

of charities state that
investment returns have not
affected their spending

Has your investment performance affected spending?

80%

70%

60%

50%

40%

30%

20%

- H

0% ﬂ
Yes —
as a result of strong
investment returns, we will

increase spending

W 2019 W 2020 W 2021 2022 W 2023

as a result of poor
investment returns, we will
decrease spending

Yes — No —

investment returns
have not affected
spending

Data set: No. of respondents: 2019: 102, 2020: 114, 2021: 82, 2022: 91; 2023: 86
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Section 2: Responding to a crisis — charity investments in 2023
Part 1: Investment strategy and returns

Charities themselves appear relatively bullish about longer-term returns — at least when
compared to the poor performance this year — and this could explain their rationale
for not reducing spending over the last financial year.

While we have seen some understandable declines at the higher end of expectations,
the overall narrative on both the 3-5 year and 10-year horizon is a positive one.
Expected returns are coalescing around 3-6% over the next 3-5 years, and around
3-9% for the longer time frame.

More positively still, the proportion of charities expecting low returns has fallen for
the fourth consecutive year — representing only around 5% of respondents.
For charities, the hope is that brighter times may be ahead.

¢

The hope is
that brighter times
may be ahead. b))

What is the annual total return you would expect from your portfolio over the next 3-5 years, and 10 years?

15|
— —
\O 60%
(—)
d
|
— R
| —
(— —
40%
-
—
e 5
1
D
20%
10%
0% H CERREs
0-3% 3-6% 6-9% 9-12% 12-15%
50%
40%

30%

20%

|0-YEAR OUTLY%K ~

10%

3-6%

6-9%

9-12%

Data set: No. of respondents: 2018: 97, 2019: 102; 2020: 114; 2021: 82; 2022: 91; 2023: 81
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Section 2: Responding to a crisis — charity investments in 2023

Part 2: Allocation

INFRASTRUCTURE [ —

s —

PRIVATE EQUITY

PROPERTY

OVERSEAS BONDS
UK BONDS

UK EQUITIES -

Overseas equities, overseas bonds and
UK bonds have all seen increases in
exposure this year, with a particularly
notable rise in the use of UK bonds
from an average of 8% of assets

in 2022 to 12% in 2023.

Elsewhere, there has been a decline
in exposure to UK equities (from 32%
to 29%), property, hedge funds and
private equity.

Rises in interest rates both in the UK
and abroad, as well as the relative
instability of UK property and private
investments, are likely to have
incentivised charities to move into
more structured and secure, and
now higher-returning, assets.

This year there has once
again been considerable
change within asset
allocation.

Approximate allocation across different asset classes
(excluding cash) in percentage terms

2
2 2
1 > 1
2 1 L
1

11
13 12
5
4 3
8
7
11
32
I

2018 2019 2020 2021 2022 2023

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Data set: No. of respondents:
2018: 93; 2019: 98, 2020: 105, 2021: 77, 2022: 86, 2023: 75
Note: Figures may not sum to 100% owing to rounding.
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Section 2: Responding to a crisis — charity investments in 2023

Part 2: Allocation

Net changes in asset allocation further underline the shift away from UK equities.

The net decrease is even clearer here, with the proportion of charities reducing

their use of UK equities being 31% greater than those increasing it — a much more

significant decline than that seen in 2022 or 2021.

Overseas equities appear to be the asset benefiting the most from this change,

with charities moving their equity investments abroad.

3%

net decrease
in the use

of UK equities
in portfolios

i8] Has there been any net increase or decrease in your portfolio’s allocation to these asset classes in the 12 months to 31 March 2023?

+40% W 2021
2022
z W 2023
o 34
£ +30%
8 Data set:
= No. of respondents:
< . 2021: 77;
8 +20% 21 2022: 84;
2 2023: 75
o 13
G +10% 12
z
7
B B - Eﬂil
O — —
. - 7
@) -7
o
2 -10%
m . aL
> -16
ps
o -20%
e
=]
o
z -30% -31
UK equities Overseas UK bonds Overseas Property Hedge funds Private Commodities Infrastructure  Structured Cash/cash
equities bonds (not including and absolute equity products equivalent
operational  return funds
real estate)
The rationale for these changes remains, as in most years, diversified, and no one c c
reason for changes in allocation was selected by more than a fifth of charities.
Compared to last year, we have seen some minor increases in charities looking for higher Change is present,
returns (18% to 20%) or increased income (8% to 12%), but no clear picture emerges. but the reasons behind it
As with many of the other areas we have looked at in this report, change is present, are varied. ))
but the reasons behind it are varied.
If there were changes to your asset allocation in the year to 31 March 2023, what were the reasons for this?
40% H 2019
W 2020
H 2021
2022
W 2023
30% Data set
No. of respondents:
2019: 98;
2020: 105,
2021: 79,
2022: 84,
20% 2023: 75
20
10%
2 2
& :
0% L
To match To control To increase To increase To increase To reflect a No changes Other We haven't Investment
assets and volatility diversification returns income change in asset rebalanced manager
liabilities more in overall allocation following choice**
closely investment were made a period of
strategy divergent
* 'We haven't rebalanced following a period of divergent returns' was added as an option in 2021 returns*

**‘Investment manager choice' was added as an option in 2022.
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Section 2: Responding to a crisis — charity investments in 2023

Part 3: Alternative investments

ALTERNATIVE

After half a decade of decline in the use of
alternative investments, this year has

brought stability.

Use of alternatives within the sector has
remained unchanged at 31%, though this is
still well below levels seen prior to 2019
and under half of that seen in 201/ . &

B Charities using alternative investments
(e.g. property, hedge funds, private equity)

70%

69 69
60% 63 63
57
50%
40% 43
37 37

30% 31 31
20%
10%

0%

Yes No

As in previous years, the use of
alternative investments is mainly being
driven by larger charities with assets
under management (AUM) of over
£20 million.

Charities using alternative investments
(e.g. property, hedge funds, private equity)

100% 7
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

2018 2019 2020

B £20mandless M £21m-£100m M £10Im-£500m

H 2017 Data set:
2018 No. of respondents.
2017: 93, 2018: 97,
= 2019 2019: 102; 2020: 114;
2020 2021: 82 2022: 91,
W 2021 2023: 86
W 2022
W 2023

Just 22% of smaller charities (with an
AUM of £20 million or less) used
alternatives, though this does now
represent the third year in which this
figure has risen.

2021 2022 2023

W £50Im+

Data set: No. of respondents: 2018: 97; 2019: 102, 2020: 114; 2021: 82; 2022: 91; 2023: 86
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Section 2: Responding to a crisis — charity investments in 2023
Part 3: Alternative investments

Among the 69% of charities not using alternative investments, risk, complexity and a lack of knowledge remain the
core reasons for their hesitation. Risk is yet again the main driver, with a record high of 34% of charities selecting
it as at least one of the reasons for their lack of alternative investment use. B8

B which of the following best describes your reasons for not using alternative investments?

40%
38 2018
= 2019
= " 2020
=l = 2021
30% = 2022
| 2023
27 27
Data set:
No. of respondents:
20% 2018: 41, 2019: 58;
2020: 74, 2021: 52,
2022: 63; 2023: 59
*Too risky” was
o not included in
10% 2018 and 2019 and
only added as an
option in 2020.
0%
Cost Lack of liquidity Lack of knowledge They are too Too risky* Other
complex
B would you consider using alternative This year there has been a minor uptick We have also seen a significant rise
investments in future? in the percentage of charities not in the consideration of commaodities,
- 2018 currently using alternatives that would up from 5% last year to 30% in 2023,
| 2019 consider their use in the future — up to which may reflect the inverse returns
Ves 2020 39% compared to 35% last year — and of the property and commodity
= 2021 taking us back closer to the levels markets over the last year.
2022 seenin 2021. B
W 2023 . ‘ ‘
What is really changing, however, is
the type of alternative investment that
these charities are considering. 0
Property, previously considered by a
No large proportion of charities, has seen
a marked decline in the proportion of
charities that would consider using it
in future - from 59% in 2022 to 44% of of charities would
0% 10% 20% 30% 40% 50% 60% 70% charities this year, with the appeal of now consider including
infrastructure and private equity now commodities in their
Data set: No. of respondents: X A A . .
2018: 41, 2019: 58; 2020: 73; 2021: 52; 2022: 63; 2023: 59 matching or exceeding it. investment portfolio

Which of the following alternative investments would you consider using in future?

2018  Data set:

W 2019 No. of respondents:
2018: 69, 2019: 67,

2020 2020: 66, 2021: 51,

B 2021 2022: 22: 2023 23

| 2022

| 2023

Property Hedge funds Private equity Commoadities Infrastructure Structured products Other
(not including and absolute return
operational real estate) funds
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Section 3: Investing for a better future?
Part 1: Ethical exclusions

SWIPE

EH

26 The 2023 Newton Charity Investment Survey

After several years of relative stagnation, the use
of ethical exclusions has risen this year for the

first time since 2020 and now stands at its
highest ever level, with 64% of charities

Implementing some form of ethical exclusion
policy when it comes to their investments.

That picture, however, is not the same across
the entire sector, and the smallest charities
with an AUM of less than £20 million are
far less likely to have such a policy, at

only 22% of the sub-sample. B

Does your charity have an ethical exclusion investment policy?

64
56
49
4 e 44
Yes No

M 2017 MW 2018 MW 2019 2020 W 2021 2022 W 2023

70%

60%

50%

40%

30%

20%

10%

0%

Data set: No. of respondents: 2017: 93, 2018: 97, 2019: 102; 2020: 114, 2021: 82, 2022: 91; 2023: 86



Although more commonly used, the Which, if any, of the following areas are covered by your ethical exclusion policy?
exclusion policies themselves have

changed compared to previous years.
Once again, we are seeing greater
variation within the sector in terms of
how those exclusions are applied,
with fewer blanket approaches and
more specific targeting of sectors
and industries.

Tobacco
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W
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IS
N
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w
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w @ o
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[e2]
[e2] o
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| |

Every area of exclusion, with the
exception of alcohol, has seen a Armaments
decline in the proportion of charities
covering it within their policy. Fossil
fuels and tobacco have seen the most
significant drops — from 49% to 36%
and 90% to 80% respectively.

With the overall increase in the use of
exclusion policies in mind, this may Pornography

o

W 2018

reflect a reaction to external economic m 2019
pressures, with charities now targeting . ggg?
specific areas for exclusion that clash o
with their values and expectations, 2023

rather than taking a broad approach
that could reduce investment

N

returns.
Gambling
Alcohol
0 é@ 1
0 4
Fossil fuels have seen the Fossil fuels 25

most significant drop in
the proportion of charities
incorporating them in their
ethical exclusion policy

W
N

o
@

O: &

[

w
w
o

N
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Data set: No. of respondents: 2018: 53; 2019: 57; 2020: 67; 2021: 46; 2022: 51, 2023: 55
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Section 3: Investing for a better future?
Part 1: Ethical exclusions

Specific exclusions of investments

in particular countries or state-owned
stocks have also fallen this year, with
only 4% of charities currently
excluding a specific nation, down
from 18% last year.

8%
/

reduction in charities currently
excluding investments in specific
countries or state-owned stocks
from their portfolios

Of those with a national exclusion
policy, Russia still remains the most
commonly excluded country, no
doubt as a result of the continuing
conflict in Ukraine.

30%

Russia remains the most
commonly excluded country

Elsewhere, in a reversal of last year's
fall, the application of ethical
exclusion policies to indirectly held
investments has risen to 62% from
a record low of 51% in 2022,
though this still stands well below
the levels seen prior to 2022.
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Are you considering, or are you already, excluding investments in any countries

from your portfolio?

70%

60%

50%

40%

30%

20%

10%

0%

| L

we are considering it

W 2022
W 2023

Data set.
No. of respondents
2022: 51, 2023: 55

Don't know

Which country or countries are you currently excluding or considering excluding

in the future?

Does your ethical exclusion investment policy apply to investments
that might be held indirectly, e.g. via pooled funds?

60%

50%

40%

30%

20%

10%

o
X

o

80%

70%

60%

50%

40%

30%

20%

10%

0%

W 2022
W 2023

Data set:
No. of respondents:
2022: 20; 2023: 10

None specifically
mentioned

W 2018
W 2019
W 2020
m 2021
W 2022
W 2023

Data set.

No. of respondents:
2018: 53, 2019: 57;
2020: 67; 2021: 46;
2022: 51, 2023: 55



For charities with an ethical exclusion
policy, there has been minimal change
when it comes to the impact of such
policies on investment performance.

The proportion stating that there had
been no effect on performance as a
result of their exclusion policy remained
stable at 55%, though it should be
noted that this is now the third
consecutive year in which the minority
that had seen an impact has risen,

and this now stands at 13%. B

3970

of charities report no impact
on investment performance
owing to ethical exclusions

The experience for those charities that
have seen an effect on performance
has been, for the second year in

a row, an entirely negative one.

For the majority of charities, ethical
exclusions are not affecting returns,
but where they are, that impact is
notably adverse.

In addition to the growth of charities
already implementing an exclusion
policy, we have also seen a minor
increase from 18% to 20% in the
proportion of charities that plan to
implement or expand an ethical
exclusion policy over the next year,
but the majority (55%) still have

no plans to do so.

B Have your ethical exclusions affected performance?

60%

50%

40%

30%

20%

10%

0%

2018
2019
2020
2021
2022
2023

Data set:

No. of respondents:
2018: 53, 2019: 57;
2020: 67; 2021: 46;
2022: 88, 2023: 86

Don't know

B Have your ethical exclusions affected performance positively

or negatively?

100%

90%

m 2019
W 2020
m 2021
m 2022
W 2023

Data set:

No. of respondents.
2019: 6, 2020: 7;
2021: 4, 2022: 9;
2023: 11

Do you have plans to expand your ethical exclusion policy?
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30%

20%

10%

0%

| 2019
W 2020
W 2021
m 2022
W 2023

Data set.

No. of respondents:
2019: 57, 2020: 67;
2021: 46; 2022: 91,
2023: 86;

Don't know
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Section 3: Investing for a better future?
Part 2: ESG, responsible investment and net zero

FREEZING
POINT?

Environmental, social and governance (ESG) issues remain a key
concern for charities in 2023, but as economic pressures continue
to bite, this year shows the first decline since 2018 in the percentage
of charities that think it is 'very important’ that the management of
their investment portfolios considers ESG factors. That figure now
stands at 3/% — lower than at any other point in the last five years,
though still above pre-2019 levels.

" 30 The.2023 Newton Charity Investment Survey
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' 0 The total percentage of charities
classifying ESG factors as ‘very important’
| l 0 or ‘quite important’ has stayed

relatively stable

How important is it that ESG (or ‘socially responsible’) inv
considered in the management of your investment portfoli

gk

50%

g
49 i
4
4 |8 T S y
28
14
: H

Very important Quite important Not really important

Not at all important

H 2017 2018 ®W 2019 W 2020 2021 2022 W 2023

Data set: No. of respondents: 2017: 93; 2018: 97; 2019: 102; 2020: 114, 2021: 82, 2022: 91, 2023: 86

This does not mean charities have stopped caring about ESG considerations
altogether; instead, there has been a shift in concern, with a higher proportion now
rating ESG factors as ‘quite important’. The total percentage of charities classifying
ESG factors as 'very important’ or ‘quite important” has stayed relatively stable

at a combined 86%.

ﬁ'
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Section 3: Investing for a better future?

Part 2: ESG, responsible investment and net zero

When broken down by charity size,
however, a clear gap does emerge in
terms of the consideration of

ESG factors.

Larger charities (with AUM of over
£100 million) are significantly more
likely to rate the consideration of
ESG as 'very important’, perhaps
reflecting the greater scrutiny on the
operations of larger charities.

We have also seen a growing emphasis
on ethical and responsible investment
among charities that operate a passively
managed investment portfolio — rising
by 10% compared to last year, from
41% to 51% — and with only a small
minority (13%) not reflecting such
principles in their passive portfolio.
However, when it comes to the
application of ESG and ethical
principles, charities are divided on how
best to approach companies that are
underperforming on ESG criteria.

There is no clear single view within the
responses; ‘invest and engage’ is the
most common choice, selected by 30%
of charities, but the combined results
for the three forms of divestment
represent half of all responses when
grouped together.

Divestment appears to be the most
common view in the sector, but with
key differences between charities

as to the motive behind that
divestment. B8

How important is it that ESG (or ‘socially responsible’) investment factors are
considered in the management of your investment portfolio?

100%

100

90%

80%

70%
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50%

40%

30%

20%

10%

0%

Very important Quite impor!

il
50 48 50
38
34
9 10
0 0 0

tant Not really important

Are your ethical and responsible investment principles reflected

in your passively managed portfolio?

50%

40%

30%

20%

10%

51
49
41
33
l
0%
Yes No

36
30

Don't know

B what approach do you think you should take if a company scores ‘badly’ on ESG criteria?

40%
30%
25%
20%
15%
10%
N -
0%
Invest —
because if the financial
returns are good

it will maximise our
charitable impact

Invest and engage —
because applying
pressure will lead

to behaviour
change

Data set: No. of respondents: 2023: 86
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Divest - Divest -
because they are because they
unethical present reputational

risk inves!

Other

Divest —
because they are
likely to be poor

tments in the

long term

M £20m and less
W £21-£100m

B £101m-£500m
W £500m+

Data set.
No. of respondents:
2023: 86

s - o

Not at all important

m 2020

2021
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Data set:

No. of respondents:
2020: 57, 2021: 49;
2022: 46; 2023: 39



There is further divergence between
charities when we look at their
interpretation of sustainable investment
and its meaning to their organisation.

All answers except ‘impact investing’
have been selected by a majority
of charities, but no single answer has

been picked by more than two-thirds
of respondents.

They have also almost all seen a decline
in selection this year, implying greater
disagreement on the issue than has
been seen in previous years. Bl

Bl What does sustainable investment mean to you?

Ethical restrictions,
e.g. tobacco, alcohol,
armaments

A low-carbon
portfolio/climate
change investing

W 2020 2021 W 2022 W 2023

companies which

standards, or after
unfruitful engagement

Divesting from
with sustainable

breach norms or business practices

Data set: No. of respondents: 2020: 114, 2021: 82; 2022: 91, 2023: 86

Investing in companies  Investing in companies

that are contributing
to sustainable

development goals

es selected
companies that
uting to sustainable
nt goals', as their

interpretation of
‘sustainable investment'

¢

All answers except

‘impact investing’ have
been selected by a majority
of charities, but no single
answer has been picked by
more than two-thirds

of respondents. b))

o

Impact investing Other
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Section 3: Investing for a better future?
Part 2: ESG, responsible investment and net zero

Where there is more agreement is on
the best approach for ensuring that
climate-change factors are considered
within the management of charities’

portfolios. 70%
Engagement remains the most
popular choice, and its selection has 60%
increased from 59% of charities in
2022 to 66% in this year's survey 50%
40%
27
0 20% 24 24
10%
of charities chose 'engagement’
0%

as the best approach for ensuring
that climate-change factors are
considered within the management
of their portfolios

world

The sector’s approach to fossil-fuel-free investing has seen
further changes. At a high level, there has been little change in
the proportion of charities with a fossil-fuel exclusion policy.

It now stands at 28%, down a single percentage point
compared to last year, with a further 34% having debated
the issue but not taken action. B

B which of the following best reflects your trustees’ position
on fossil-fuel-free investing?

70%
60%
55
50% 52
49
40%
20% 34 - B 34
29 g
26
20%
N i
0%
We have excluded We have debated We have not
some or all the issue of debated
fossil-fuel fossil-fuel-free fossil-fuel-free
investments from investing, but investing
our portfolio taken no action
W 2018 W 2019 W 2020 2021 W 2022 W 2023

Data set: No. of respondents: 2018: 97, 2019: 102; 2020: 114; 2021: 82; 2022: 91; 2023: 86
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Divesting from companies
whose activities are at
odds with a low carbon

B what do you think is the best approach for ensuring
climate-change factors are considered in the management
of your investment portfolio?

W 2020

2021
W 2022
m 2023

66

Data set:

No. of respondents
2020: 114, 2021: 82;
2022: 91, 2023: 86

E
Engagement Something else

Of those charities that have debated but not yet
implemented a fossil-fuel-free investment approach,
we are seeing some change.

After a significant decline in 2022 in the proportion of
charities that planned to revisit the topic in the next year,
this year has seen that percentage return to 'normal’
levels (excluding the 2021 outlier) at 48%. B

Do charities that have already debated fossil-fuel exclusions
but taken no action plan to revisit the topic?

70%
60%
50%
48
40%
35
30% 33
30
P 26
20% 22 23
17
10%
0%
Yes - Yes — No -
within the next year in a year or more not for the time being
W 2018 ®m 2019 m 2020 2021 W 2022 W 2023

Data set: No. of respondents: 2018: 33, 2019: 27, 2020: 35, 2021: 19; 2022: 30; 2023: 29



¢

Fossil-fuel-free investing may not have seen
wider uptake within the sector this year, but those
charities that are pursuing it are doing so in a
much more comprehensive manner. b))

Where fossil-fuel-free investing is taking place, it has increasingly taken a ‘whole-sector’
approach. The exclusion of all fossil-fuel extraction industries is now an approach
taken by a sizeable 46% of charities, up from 31% last year. When combined with
those charities excluding all extraction industries and related companies, the
proportion excluding all extraction now stands at well over half (59%). Fossil-fuel-free
investing may not have seen wider uptake within the sector this year, but those
charities that are pursuing it are doing so in a much more comprehensive manner. Ei

Which of the following describe how you have excluded fossil-fuel investments
from your portfolio?

60%
50%
40%
30%
20% 0
0%
We have excluded We have excluded We have excluded Don't know of charities exclude
all extraction industries all fossil-fuel extraction coal and tar sands/shale oil . . . .
and related companies industries from our and gas from our portfolio, all fossil-fuel extraction industries
from our portfolio portfolio but not other fossil-fuel and related companies from
extraction industries . .
their portfolios
W 2018 ®m 2019 m 2020 2021 W 2022 W 2023

Data set: No. of respondents: 2018: 14, 2019: 19, 2020: 23; 2021: 23, 2022: 26, 2023: 24

When we look at those charities that Do charities that have not debated fossil-fuel-free investing
are yet to debate the issue, the picture have plans to debate it?
is quite different.
Those with no plans to do so in the 80%
future have stayed stable, at just under & 2019
two-thirds of the sample, but of the 70% W 2020
charities with plans to debate the issue ” 2021
in the future, we have seen a notable 60% = : ;8;?
delay in the timeline. 0%
The proportion of charities with a plan N
to debate it this year has fallen to less 40% No. of respondents:
than 10%, with these planned discussions ggi’_’ jg{ gggg; ;5?_'
instead moved further into the future, 30% 202333
with over a quarter (27%) now planning 20%
to debate it either next year or later. "
This represents a significant rise from 10% 13
17% last year, and indicates a broader 0 ﬂ
slowdown in fossil-fuel-free planning
within the parts of the sector yet to e e . ves - . No -
pect to debate it we expect to debate it we have no plans
consider the issue. this year next year or beyond to debate it
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Section 3: Investing for a better future?
Part 2: ESG, responsible investment and net zero

4%

of charities have
committed to a
net-zero target

Th.e topic of net zero also shows B8 Percentage of charities that think it is important to focus on energy
evidence of divergence when we look security when investing rather than prioritising net zero

at the charity sector’'s approach.

It is important to focus on energy security when investing of charities now prioritise
rather than prioritising net zero energy security over

Data set: No. of respondents: net zero
2022: 91, 2023: 86

2022 saw the issue of energy security
gain traction in light of an energy crisis
and the war in Ukraine, and charities’
views reflected this.

W 2022
W 2023

48% of charities last year stated that
energy security should be prioritised
over net zero, but this has shifted

in the 12 months since.

Net zero has once again gained in
importance for charities, with just 29%
now agreeing that energy security
should be prioritised over reducing
carbon emissions.

Nevertheless, there is still considerable
variability when it comes to charities’
own net-zero commitments.

Over a third (38%) of charities are yet
to implement any commitments

atall. with a further 14% uncertain. Which of the following most closely describes your charity’s

Of the remaining 48% of charities with net-zero commitment?
a commitment, a gap appears between
the 29% with a simple net-zero
commitment and the further 19% that
have a science-based net-zero
commitment.

The common theme among ESG,
net-zero, and ethical investing
considerations is that there is no
one-size-fits-all approach within
the sector.

No net-zero Committed to Committed to a Don't know
commitment net-zero target science-based
net-zero target

Data set: No. of respondents:
2023: 84
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Section 4: Diversity and faith in the charity sector
Part 1: Diversity

This year marks the first time since 2020 in which we have seen
an increase in the proportion of charities that believe that diversity
Is adequately reflected on their trustee board, and is now back

in line with the level seen in 2019 and 2020.

There also appears to be growing Do you think diversity is adequately reflected on your trustee board?

engagement with the issue, reflected
in the falling percentage of ‘don’t know’
m 2018
> | 2019
m 2020
m 2021
2022
m 2023
Data set:
No. of respondents.
2017: 93; 2018: 97,
2019: 102; 2020: 114,
S 2021: 82; 2022: 91;
8 8 2023: 86
’
No Don't know

answers, which now stands at its 60%
lowest level (5%) in this survey's

. 50%
history.

40% 4 M 42
38 39
30%
20%
10%
0%
Yes
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However, when looking at
representation on trustee boards,
there appears to be significant
progress in some areas, while others
remain unchanged.

Minority representation on charity
boards has remained at 12% for the
fourth year running, but we have
seen record high representation for
women and trustees under the

age of 40.

This younger cohort of trustees
is particularly notable, reversing
three years of decline.

Keeping in trend with the growing
awareness of diversity in the sector,
this year there has been a major
increase in the percentage of charities
that deem it important that their
trustee board accurately reflects their
beneficiaries, having risen from

66% last year to a record level of

81% in 2023.

8%

of charities that feel it is
important for their trustees to
reflect their beneficiaries

and their requirements

On the other hand, we have seen
a minor decline in the perceived
importance of diversity elsewhere
in charity operations.

The proportion of charities that
believe it is important that their
providers or investment managers
demonstrate diversity has fallen
from 62% in 2022 to 57% this year.

Importantly, however, this remains

above the levels seen in all years
other than 2022.

¢

We have seen record high representation for women
and trustees under the age of 40.

This younger cohort of trustees is particularly notable,
reversing three years of decline. 9

46} Representation on trustee boards

50% 2018
2019
2020
2021
2022

2023

40%

30%

20%

- m
0%
What proportion of your What proportion of your

trustee board is BME trustee board are women?
(black and minority ethnicity)? (Average)

What proportion of your
trustee board are
under 40 years old?

(Average) (Average)

Data set: No. of respondents: 2018: 97; 2019: 102; 2020: 114, 2021: 82; 2022: 91, 2023: 86

& in your opinion, is it important that your trustee board reflects your
beneficiaries and/or their requirements?

80%
70% = 2020
W 2021
60% 2022
W 2023
50%
Data set:
40% No. of respondents:

2020: 114; 2021: 82;
2022: 91, 2023: 86

oo oo

Don't know

30%

20%

10%

0%

Yes No Not applicable

B n your opinion, is it important that your providers or
investment managers demonstrate diversity?

70%

o m 2019
60% = 2020
. H 2021
50% m 2022
W 2023
40%
. Data set:
30% No. of respondents:
2019:102; 2020: 114;
20% 2021: 82, 2022: 91;

2023: 86
10%

Yes No

Don't know
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Section 4: Diversity and faith in the charity sector

COMMUNITY
SPIRIT

For this year's survey, we introduced a new set of Ot EnElics, &) i eE ik ey
. . . (83%) represented the Christian faith

questions exploring the role and representation community, with the remainder being

of faith in the charitable sector. made up of multi-faith charities (11%)

or those serving ‘other’ religions or
faith groups (6%).

Within our sample, 21% of charities described themselves as faith-inspired or What faith group or religious values
otherwise directly serving a faith community. does your charity represent?

This is notably higher than the 12% of charities that have described themselves
as ‘religious’ elsewhere in the survey — reflecting the wider role faith can play
for some charities.

83%

Data set:
No. of respondents.

Does faith play any role in your charity? 02518

Yes —

we are a faith-inspired charity %

Yes —
we specifically serve a faith community

No -
faith plays no role in our charity

Data set: No. of respondents: 2023: 86 &%

Multi-faith  Christian Other




Of the UK-based Christian charities,

the largest group (47%) were those of
Anglican faith — reflective of the
religious make-up of the UK — but

there was also significant representation
from interdenominational Christianity
(20%) and a minority representation of
Catholic-inspired charities (7%).

The vast majority of these charities
are well established within the UK's
charity network, with 89% at least
50 years old and the remainder
being established between 11 and
50 years ago.

Faith and faith-inspired principles play
an important role within these charities’
investment approaches. 78% of the
sub-sample reflect their religious
principles, restrictions, or
methodologies in their investment
policies, and finding investment
managers that can engage on these
principles remains central to their
investment approach.

0 of faith and faith-inspired charities
reflect their religious principles,
0 restrictions, or methodologies in
their investment policies

Which subgroup best describes your charity’s Christian faith group
or religious values?

B Anglican
W Interdenominational

B Roman Catholic

B Other
Data set: No. of respondents: 2023: 12
How old is your charity?
11-50 years
Over 50 years 89%

Data set: No. of respondents: 2023: 18

Does your investment policy include principles, restrictions
or methodologies consistent with your charity's faith?

No 22%

Data set: No. of respondents: 2023: 18




Section 4: Diversity and faith in the charity sector
Part 2: Faith

The investment management industry itself appears to be meeting these
expectations, with a positive view from among faith-inspired charities.

61% of these charities either agree or strongly agree that the UK's investment
management sector sufficiently caters for their faith-inspired requirements.

More positively still, not a single charity in our sample disagreed.

To what extent do you agree that the UK investment management sector
sufficiently caters for your charity’s faith-inspired investment requirements?

of faith-inspired charities either
agree or strongly agree that the 39% 39%
UK's investment management sector
sufficiently caters for their
faith-inspired requirements

0% 0%

Strongly agree Agree Neither agree Disagree Strongly disagree
nor disagree

Data set: No. of respondents: 2023: 18

What are the most important requirements you have of your investment manager
that are inspired by your charity's faith?

The ability of investment managers 72%
to employ ethical exclusions that
abide by a charity’s faith was

the strongest requirement for
faith-based charities

44%

The ability of investment managers
to employ ethical exclusions that
abide by a charity’s faith was the
strongest requirement for faith-based
charities, selected by 72% of

22%
17%

respondents.
Broader involvement with faith
communities or religious bodies They are able to employ They are familiar with Investments should direct They demonstrate

l 8 ethical exclusions based the latest thinking from capital towards activity representation of my
Wwas also a commaon requwement on the teachings of my charity’s faith that my charity’s faith charity’s faith community
(44%) among this group. my charity's faith community or community cares about in their workforce

representative bodies in
relation to faith-consistent
investing

Data set: No. of respondents: 2023: 18
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APPENDIX - MORE ABOUT THE 2023 SURVEY

Methodology

In line with the previous nine years of the Newton Charity Investment Survey, data was collected
using an online questionnaire. Fieldwork took place between 2 May and 10 July 2023, with a
record date for annual investment performance data of 31 March 2023.

Sample details

The number of responses to this year's
survey stands at 86 — compared with

91 responses seen in 2022, but still
above the level seen in 2021. With the
respondent level still below the pre-
pandemic peak, this represents a further
year in which external pressures appear
to be placing a burden on trustee
workloads and their capacity for
participation.

The total investment assets held by
charities within the final sample was
£3.3 billion in 2023, compared with
£7.3 billion in 2022. While this drop is
significant, it can be attributed to the
absence of any single ‘super large’
charity (AUM of £1 billion or more) in
this year's sample rather than any
significant change in broader sample
make-up.

The average charity in this year's survey
has assets of £39 million under
management, down from £81 million
in 2022. While the upper bounds of
our sample have reduced, the median
assets under management have
remained largely in line with the last
four years of surveys at £9 million. Bl &

C| Charity size distribution 2014-2023

70%

Annual sample size (number of charities)

130
120
110
100
90
80
70

114

93
102 - 86

82

2017 2018 2019 2020 2021 2022 2023

Data set: No. of respondents: 2017: 93; 2018: 97; 2019: 102, 2020: 114; 2021: 82; 2022: 91, 2023: 86

Mean and median assets under management 2014-2023 (£ millions)
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Data set: No. of respondents:
2014: 68; 2015: 94, 2016: 80;

219 2017: 93; 2018: 97; 2019: 102;
2020: 114, 2021: 82; 2022: 91;
188 2023: 86
137
112 117
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39
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B £20m and under M £21Im-£100m M £101-£500m M £501m+

60%

40%

30%

20%

10%

44
38
13
4
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0%

The 2023 distribution of
charities by the size of
their assets is:

£20m and under 69%

£21m-£100m 24%

£101Im-£500m 5%

£501m+ 2%

2018 2019 2020 2021 2022 2023

Data set: No. of respondents: 2014: 68, 2015: 94; 2016. 80; 2017: 93, 2018: 97; 2019: 102; 2020: 114; 2021: 82; 2022: 91; 2023: 86
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The breakdown within charity size has
also remained largely consistent this
year, with just over two-thirds of our
sample holding assets of £20 million
and under.

Charities with an AUM of between
£21 million and £100 million make up
a further quarter (24%) of the sample,
with larger charities of £101 million or
more in assets representing the
remaining 7%.

Charity type 2020-2023

Animal welfare

Arts/heritage

Educational

Environmental

Health/medical

Military

Religious

Social welfare

Other

0% 5%

This year, health and medical charities
are the most prominent in the survey,
representing 17% of respondents.

Social welfare charities, which were
the largest charitable group in the
2022 sample, have seen a minor
decline (down to 15%).

Elsewhere, educational charities have
seen a further fall after two prior years
of decline, and now make up 12% of
our sample.

10% 15%

Data set: No. of respondents: 2020: 114, 2021: 82; 2022: 91, 2023: 86

1l

Health and medical charities
are the most prominent
respondents in this

year's survey.

W 2023
m 2022
H 2021
H 2020

20% 25% 30%
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CONTACT US

Now that you have read our review of the survey,
we would be delighted to hear your views.

Findings from previous years
Available on request

s

Rorie Evans NEWTON NEWTON
Head of charity clients =

T: 020 7163 4977
E: rorie.evans@newtonim.com

2017 2018 2019

Sarah Dickson
Head of charity business development

T: 020 7163 2224
E: sarah.dickson@newtonim.com

2020 2021

NEWTON
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Important information

These opinions should not be construed as investment or any other advice and are subject to change. This document is for
information purposes only. Any reference to a specific security, country or sector should not be construed as a recommendation
to buy or sell investments in those securities, countries or sectors.

Issued in the UK by Newton Investment Management Limited, The Bank of New York Mellon Centre, 160 Queen Victoria Street,
London, EC4V 4LA. Registered in England No. 01371973. Newton Investment Management Limited is authorised and regulated
by the Financial Conduct Authority, 12 Endeavour Square, London, E20 1IN and is a subsidiary of The Bank of New York Mellon
Corporation. ‘Newton’ and/or ‘Newton Investment Management’ is a corporate brand which refers to the following group of affiliated
companies: Newton Investment Management Limited (NIM), Newton Investment Management North America LLC (NIMNA) and
Newton Investment Management Japan Limited (NIMJ). NIMNA was established in 2021 and is comprised of the equity and multi-
asset teams from an affiliate, Mellon Investment Corporation. NIMJ was established in March 2023 and is comprised of the Japanese
equity management division of an affiliate, BNY Mellon Investment Management Japan Limited.

newtonim.com/charitysurvey



The Newton Charity Investment Survey
provides insight into charities’
investment practices and portfolios,
including trend analysis of changes year
on year. In particular, the data allows
you to see how aligned your investment
experience and intentions are with
those of your peers.

SR

newtonim.com/charitysurvey



