
Investing: What Should the Development 
Professional Know?
NOCGP Planned Giving Day
September 26, 2024

Melissa Sylvester, CFA, CAIA, AIF
Senior Vice President/Senior Investment Advisor
Melissa.Sylvester@pnc.com



Agenda

Investment Foundations 

Multi-Dimensional 
Considerations for Investing 

CGA Assets

Charitable Remainder Trusts 
and Considerations

▪ Asset Classes
▪ Risk& Expected Returns
▪ Importance of Asset Allocation
▪ Responsible Investing  

▪ Health of Your Program
▪ Key Characteristics and Potential Impact on Investing 
▪ State Regulations

▪ CRAT vs CRUT
▪ Time Horizon and Payout
▪ Donor Considerations

1



Investment Foundations  



Compounding

This example is for illustrative purposes only. The results in this example are based on the stated assumptions, and do not account for taxes, fees, transaction costs or withdrawals and assume 
reinvestment of dividends. Results have inherent limitations because they are not based on actual transactions, and hypothetical results may under or over compensate for the impact of certain 
economic and market factors, all of which can adversely affect results. Past performance is no guarantee of future results.

Understanding the Basics of Investing

Growth of a $10,000 investment over twenty years:
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3



Inflation

Source: Bloomberg L.P..
The Standard 60/40 Market Portfolio is 60% of investment in stocks, represented by S&P 500 and 40% of investment in bonds, represented by US Agg bonds. Chart reflects actual inflation rate for 
each year, and purchasing power does not account for taxes, fees, transaction costs or withdrawals and assumes reinvestment of dividends. This example is for illustrative purposes only. The results 
in this example are based on the stated assumptions. Results have inherent limitations because they are not based on actual transactions, and hypothetical results may under or over compensate 
for the impact of certain economic and market factors, all of which can adversely affect results. Past performance is no guarantee of future results.

Understanding the Basics of Investing

How does it impact your investments?
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Asset Classes
Understanding the Basics of Investing

Cash Equivalents/ Money 
Market Funds: 
short-term investments 

Bond Funds:
represent money lent to 
corporations or governments

Stock Funds: 
represents ownership interests in 
corporations

Stock Funds

Bond Funds

Cash

Higher risk, 
higher potential 

return

Lower risk, lower 
potential return
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Asset Classes - Stocks
Understanding the Basics of Investing

Stocks: pooled investments
▪ Also known as Equities 

▪ Partial ownership of the company

▪ Higher long-term earning potential

Price appreciation

Dividends

▪ Variety of categories of stocks

Size of company

Type of investments

Fundamental approach

▪ Stock prices can be volatile

▪ Fees: $$$

Growth 

Value

Blend 

Large Cap

Mid Cap

Small Cap

Global / International

Specialty 
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Asset Classes - Bonds
Understanding the Basics of Investing

Bonds:
▪ Also known as Fixed Income

▪ Lending money to the company

▪ Earnings from:

Periodic interest payments

Capital gain

▪ A bond’s interest rate and life span are fixed

▪ More stability than stocks, but less earning 
potential

▪ Fees: $$

U.S. Treasury 

Government 

Municipal 

Corporate 

Mortgage-backed

Foreign

Short-term

Intermediate-term

Long-term
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Asset Classes - Cash
Understanding the Basics of Investing

Cash Equivalents:
▪ Includes Money Market Funds and Stable 

Value

▪ Minimal price fluctuations ($1.00 for $1.00)

▪ Short-term and generally very liquid 
investments

▪ Pays periodic interest income

▪ Low risk but lower potential for reward

▪ Susceptible to inflation risk

▪ Fees: $

Money Market

Treasury Bills

CDs

Savings Deposits
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Section 4: Risk and Return of Asset Classes

Source: FactSet and Morningstar
For Illustrative purposes only.

Historical Real Returns (1980-2023) 

 

Average 
Calendar 

Year Return  

Standard 
Deviation 
(Volatility)  

Worst 
Calendar Year  

Best 
Calendar 

Year 

T-Bills   0.92%   2.43%   -4.48%   5.66%  

T-Bonds   3.33%   9.86%   -20.94%   25.28%  

Stocks  9.70%   16.45%   -39.32%   34.23%  

• The FTSE Treasury Bill 3 Month index is used to 
represent T-Bills.

• The FTSE Treasury Benchmark 10 Year index is 
used to represent T-Bonds.

• The S&P 500 Total Return index is used to 
represent stocks.

• All actual returns are adjusted for inflation in order 
to display real returns.



Asset Allocation
Understanding the Basics of Investing

Asset allocation involves dividing an investment portfolio among different asset 
categories, such as stocks, bonds, and cash. The asset allocation will depend 
largely on your time horizon and your risk tolerance.

Time Horizon

• Your time horizon is the expected number of months or years you will be investing to achieve 
a particular financial goal. 

• An organization with a longer time horizon may feel more comfortable taking on a 
riskier investment because it can wait out slow economic cycles and the inevitable ups 
and downs of our markets. 

• An organization saving for a project they want to start in 3 years would likely take on 
less risk because it has a shorter time horizon.

Risk Tolerance 

• Risk tolerance is the organization’s ability and willingness to risk losing some or all of the 
original investment in exchange for greater potential returns. 

• An aggressive organization, or one with a high-risk tolerance, is more likely to risk 
losing money in order to get better results.

• A conservative organization, or one with a low-risk tolerance, tends to favor investments 
that will preserve the original investment.
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Asset Allocation
Understanding the Basics of Investing

Examples of Asset Allocation Profiles

LOWER

POTENTIAL
RETURN

RISKLOWER HIGHER

HIGHER Stocks

Bonds

Cash

PRESERVATION

15

55 30

CONSERVATIVE

65
35

MODERATE

50 50

BALANCED

35
65

GROWTH

20

80

AGGRESSIVE

100

For illustrative purposes only.
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Asset Allocation

Active Investments

▪ Seeks to add value by deviating from the 
benchmark through security selection and/or 
tactical asset allocation

▪ Benefits of Active Investments Includes:
− Research driven with strategies utilizing 

deep analysis and expertise from analysts 
and portfolio managers

− Flexibility in assets held by the fund
− Ability to use hedging strategies 

▪ Downside of Active Investments Includes:
− Higher Fees

Passive Investments

▪ Seeks to match both the return and risk 
profile of an index by mirroring its 
composition

▪ Benefits of Passive Investments Includes:
− Lower management fees

▪ Downside of Passive Investments Includes:
− Lack of Flexibility
− Returns do not seek to outpace the index

Active vs Passive Investments
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Asset Class Performance
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As of 12/31/2023. Source: Morningstar, PNC. MSCI USA IMI Real Estate 25/50 Index includes the historical results of the MSCI USA IMI Real Estate Index prior to 2017.
Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other types of expenses that an account may incur.

Leadership is cyclical and changes with the business cycle

After 2022 marked one of the worst years in market history, driven by a number of macro headwinds impacting both 
stocks and bonds, financial markets rallied in 2023 as investors believed the Fed to be nearing the end of its tightening 
cycle.
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Responsible Investing at PNC
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At PNC, Responsible Investing 
(RI) is an umbrella term for 
investment strategies that 
consider environmental, social 
and governance (ESG) issues. 

RI is a non-linear process to help 
align portfolios with an investor’s 
goals, intentions, values or mission.

We implement RI into our overall 
investment approach, including 
investment strategy, portfolio 
strategy, manager due diligence 
and security selection.

Benefit 
Stakeholders
Proactively assesses 
and engage on 
ESG-related risks and 
opportunities

Contribute to 
Solutions
Define a specific, 
targeted impact and 
allocate capital toward 
that objective.

Avoid Harm
Exclude or restrict 
portfolio exposures that 
may conflict with an 
organization’s mission or 
values.

Investors often seek pursue RI 
with the intention to:



Multi-Dimensional Considerations for 
Investing Charitable Gift Annuity (CGA) 
Assets



Our Process
Designed to Create a Sound, Resilient, Precisely Tailored Portfolio

▪ Charitable Gift Annuities – ACGA Assumptions, Payout Rate 
and State Regulations

▪ Charitable Remainder Trusts – Gift Expectancies (time 
horizon) and Annual Payments

Considerations

Assist with 
Development 

of IPS & 
Customize 
Portfolio 

Fully Tailored 
Portfolio for

Client

• Portfolio Analysis
• Compliance with IPS
• Monitoring

Type of Planned 
Giving Asset

Dynamic 
Asset 

Allocation
Portfolio 

Construction

Risk 
Management

Manager 
Research & 
Selection

Execution and Oversight by Your IAM Planned Giving Relationship Team
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What is a charitable gift annuity (CGA)? A simple contract between a donor and the charity

Charitable Gift Annuities

When administering a CGA program, there are two types of liability reports:

1

2

State gift annuity reserve reports, used in complying with regulated states

FASB (Financial Accounting Standards Board) liability reports, provided to auditors
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Charitable Gift Annuity Services

The above is for informational purposes only.  Organizations should consult with their legal counsel for a full understanding of state regulations which may be applicable to the organization and its gift annuity program. PNC IAM 
does not provide legal advice.    
Source: ACGA

PNC IAM understands the importance of a successful gift annuity program:

• Working with the organization to structure reserve portfolio allocations and holdings to meet the 
organization’s obligations under applicable state law.  

• Gift Annuities can be “highly” regulated in certain states, such as: AR, CA, FL, HI, MD, NJ, NY, TN, WA
CA NJ NY WA

Reserve Requirement Segregated CA only 
account

Reserve + greater of 
$100,000 or 10% Reserve + 26.5% Reserve + 10%

Investment Restrictions
Maximum of 50% equity, 
corporate bonds, mutual 

funds

Trustees are subject to 
prudent investor 
standard of care

Trustees are subject to 
prudent investor 

standard of care; 10% 
diversification 

recommendation for NY 
based charities

Trustees are subject to 
prudent investor 
standard of care

AR FL HI MD TN

Reserve Requirement Greater of $50,000 
or reserve + 10% Reserve + 10% Reserve + greater 

of $100,000 or 10%
Segregated 

account

Reserve + 10% or 
100% of 

contribution

Investment Restrictions

Trustees are 
subject to prudent 
investor standard 

of care or AR 
specific restrictions

Maximum 50% in 
equity, equity 

mutual funds; 10% 
diversification 

standard

Trustees are 
subject to prudent 
investor standard 

of care

Trustees are 
subject to prudent 
investor standard 

of care

Trustees are 
subject to prudent 
investor standard 

of care
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Liability Calculations

Source: PG Calc. The charity’s auditors should be consulted to determine the assumptions most appropriate to their CGA program.

Liabilities Associated with CGAs Depend on:

Nature and duration of 
the income stream 
(individual gift 
characteristics)
  

Select mortality tables:
2000CM – based on the 
2000 U.S. Census;  
assumes men and women 
have the same mortality; 
static table

IAR 2012 – more 
conservative than 2000CM 
as it assumes longer life 
expectancies due to 
medical and 
technological advances; 
also assumes different 
mortality for men and 
women; dynamic table

Generally, the higher the 
discount rate, the lower the 
calculated liability, all things 
being equal

Commonly used discount 
rate methodologies:
• Monthly IRS discount 

rate on which the 
deduction for each 
gift was based

• Current IRS discount 
rate

• Constant specified rate 
(e.g. 3%)

Discount Rate
3

Size Mortality Table  
21
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Charitable Gift Annuity Services

▪ PNC IAM understands the importance of a successful gift annuity program. We perform a program analysis 
comprehensive of the following: 

Program Analysis 

Program Summary Evaluation of how individual gifts impact the overall 
program
  

Concentration Risk Review of largest principal donors 

Key Characteristics Comparison of the overall program with 
peers

Longevity Assessment of individual gift experience
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Characteristics of Your Program

Market Value 
to Gift Value

Gift 
Breakdown

Payout RateTime Horizon
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Key Characteristics
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The PNC average data in the charts above is based on CGA clients that had at least $1 million in aggregate original gift value. “Original gift value” is defined as the dollar value of the initial charitable 
gift annuity contract. The Sample Client was selected because of its gift activity and is included for illustrative purposes only. Each client account is individually managed. Actual portfolio gifts, annuity 
rates, and characteristics will vary for each client and there is no guarantee that a particular client’s account will achieve the same returns or have the same characteristics as described above. Past 
performance is no guarantee of future results. Data is as of 12/31/2021.
Source: PG Calc GiftWrap, Client Data. Assumes IAR 2012 Mortality Table.

What Can Your Annuity Pool Tell You at a Macro Level?

EXAMPLE



Key Characteristics
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The above information is for illustrative purposes only.
Source:  PG Calc GiftWrap, PNC
In column Type, “S” refers to Standard and “D” refers to Deferred
Note: Market Value is negative when the principal value of the original gift has been exhausted. Excess over Reserve column is negative when the current market value is less than the required reserve.

What Can Your Program Tell You by Digging Deeper? 

Top Donors:

Exhaustion Analysis: 

EXAMPLE



Charitable Remainder Trusts & 
Considerations  



Remainder to Nonprofit

Receive Income

Make the Gift

What is a Charitable Remainder Trust?

A Charitable 
Remainder Trust is an 
irrevocable trust that 
provides an income 
stream for life or a 
term of no more than 
20 years. 
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Managing Investment Policy

Time 
Horizon 

Taxes 

Factors to 
Consider 

Unique 
Instances  

Return/
Distribution 

Rate 

Liquidity 

Risk 
Tolerance 

26



Questions?

Scan for Additional Thought Leadership:



Disclosures

These materials are furnished for the use of PNC and its clients and do not constitute the provision of investment, legal, or tax advice to any 
person. They are not prepared with respect to the specific investment objectives, financial situation, or particular needs of any person. Use of 
these materials is dependent upon the judgment and analysis applied by duly authorized investment personnel who consider a client’s individual 
account circumstances. Persons reading these materials should consult with their PNC account representative regarding the appropriateness of 
investing in any securities or adopting any investment strategies discussed or recommended herein and should understand that statements 
regarding future prospects may not be realized. The information contained herein was obtained from sources deemed reliable. Such information 
is not guaranteed as to its accuracy, timeliness, or completeness by PNC. The information contained and the opinions expressed herein are 
subject to change without notice. Past performance is no guarantee of future results. Neither the information presented nor any opinion 
expressed herein constitutes an offer to buy or sell, nor a recommendation to buy or sell, any security or financial instrument. Accounts managed 
by PNC and its affiliates may take positions from time to time in securities recommended and followed by PNC affiliates. Securities are not bank 
deposits, nor are they backed or guaranteed by PNC or any of its affiliates, and are not issued by, insured by, guaranteed by, or obligations of 
the FDIC or the Federal Reserve Board. Securities involve investment risks, including possible loss of principal.

Indices or Benchmarks. Indices are used in this [report/material/presentation] for comparison purposes only and may have volatility and other 
material characteristics that differ from the portfolio(s). Although the portfolio(s) may contain securities that are generally similar in type to the 
related indices, the particular issuers, industry segments, geographic regions and weighting of investments in the portfolio may not necessarily 
track the indices and should not be considered a proxy. Indices also reflect reinvestment of dividends and where applicable, capital gains 
distributions. You should carefully consider these limitations and differences when evaluating comparisons to indices.

PNC uses the marketing name PNC Institutional Asset Management® for the various discretionary and non-discretionary institutional 
investment, trustee, custody, consulting, and related services provided by PNC Bank, National Association (“PNC Bank”), which is a Member 
FDIC, and investment management activities conducted by PNC Capital Advisors, LLC, an SEC-registered investment adviser and 
wholly-owned subsidiary of PNC Bank. PNC does not provide legal, tax, or accounting advice unless, with respect to tax advice, PNC Bank has 
entered into a written tax services agreement. PNC Bank is not registered as a municipal advisor under the Dodd-Frank Wall Street Reform and 
Consumer Protection Act.

“PNC Institutional Asset Management” is a registered mark of The PNC Financial Services Group, Inc.

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value.

©2022 The PNC Financial Services Group, Inc. All rights reserved.
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