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Investment Policy
Structure
The SWES Foundation Endowment exists to support UWC Adriatic.

The Investment Committee is established to provide oversight, guidance, and recommendations to the
SWES Board regarding the investment of the Foundation’s Endowment Fund. The Committee supports the
SWES Board in ensuring that investment decisions are prudent, aligned with the Foundation’s mission, and
consistent with its risk tolerance and long-term objectives.

On the recommendation of the Investment Committee, the SWES Foundation Management Board decides
annually the amount to be distributed to UWC Adriatic.

On the recommendation of the Investment Committee, the SWES Foundation Board approves the strategic
asset allocation and risk management framework.

During the initial implementation phase of the portfolio, the Investment Committee will meet quarterly. The
frequency may be revisited in the future once the portfolio is fully established and operating smoothly.

Investment objectives of the SWES Foundation
The SWES Foundation has two primary objectives.

1. Provide stable and growing funding for scholarships at UWC Adriatic.
2. Maintain and grow the long-term purchasing power of the endowment’s capital.

In practice, this implies a total return objective, combining realised and unrealised capital gains and income
(interest and dividends). For the time being, the target return is inflation (3%) plus distribution 3-5% (6-8%
gross). This should be understood as a reference point for the investment policy and modelling, rather than
as a rigid promise or mechanical benchmark.

A central consideration in the implementation of the investment policy is the impact of Italian taxation, which
is recognised as a structural headwind.

Investment strategy

The SWES Foundation invests with a long term, intergenerational horizon and will maintain an equity biased
portfolio.

The Foundation invests primarily in passive ETFs (equities and fixed income) and, for the cash equivalent
portion, in short dated Italian government bonds.
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At this stage, the portfolio should remain prudent, relatively simple to implement, sustainable over time, cost
efficient, transparent and low maintenance, while still allowing for long term growth.

Where ETFs are used, preference will be given to UCITS structures, in light of tax and administrative
efficiency within the Italian banking framework. In selecting ETFs, the Investment Committee may take into
account cost, liquidity, fund size, replication method and operational simplicity. Currency hedging may be
used selectively where appropriate, but will not be required as a general rule for non euro exposures.

If the endowment grows, the strategy may be reviewed, including the possibility of allocating a portion to
external managers and to private assets.

The Strategic Asset Allocation is diversified as follows:

e 10% cash and cash equivalents, mainly short dated Italian government bonds.
e 10% BTPI: italian government bonds inflation hedged
e 80% public equities via cost effective ETFs

This structure reflects the Foundation’s preference for maintaining meaningful equity exposure in order to
support long term growth, while also preserving a modest defensive allocation through Italian sovereign
instruments.

This structure helps keep costs low. Every basis point saved translates into additional scholarship capacity.
Performance should be assessed primarily against the Foundation’s long term return objectives and the
approved Strategic Asset Allocation (a benchmark 80% MSCI World and 20% Bloomberg Aggregate Bond

Index) .

Distribution rate

The distribution policy is based on the University of Oxford endowment distribution approach.

The annual distribution rate is set between 3% and 5%, calculated on the five-year average quarterly NAV.
The distribution amount will be at least equal to the previous year’s distribution (floor) and may be increased
by up to 10% versus the prior year (cap).

Liquidity management

Sufficient liquidity will be maintained to make annual distributions. The Foundation will aim to hold
approximately 10% in cash equivalents at any given time. In 2026 approximately EUR 120,000 will be
retained in cash in order to fund the scholarships required for the 2026/27 academic year.
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Risk management

The SWES Foundation will primarily invest in liquid ETFs and Italian sovereign instruments.The
Foundation’s definition of risk is not short-term volatility, but the permanent loss of capital.

If, in the future, the Foundation invests in hedge funds or private funds, the investment committee will review
the Strategic Asset Allocation and the risk policy accordingly. The Investment Committee will target a max
drawdown threshold of 35% at 95% confidence interval.

Rebalancing

Rebalancing should remain flexible, rather than automatic or formula driven. Rebalancing decisions should
instead be discussed periodically within the Investment Committee, in light of market developments and
actual portfolio evolution. Changes in investments will be submitted to the Foundation Board for approval.



