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Program Related Investing in Tough Economic Times

In a time of declining endowments and reduced program budgets, foundations are finding ways to leverage their assets to address emerging needs.

Based on a recent member survey and follow-up of discussions, we found that PRI Makers Network members see both threats and opportunities arising from the current crisis. Responses range from deploying grants to strengthen the organizational stability of PRI recipients to reassessing the timelines of active and proposed investments. In addition, some members foresee an expanded use of loan guarantees to leverage scarce commercial financing---something they can do even while program budgets are constrained.

Affordable housing was cited as an area of need and opportunity.  While the number of displaced and marginally housed people climbs, the acquisition costs for housing and land has plummeted.  By raising sufficient capital (no small feat), millions of affordable housing options can be protected or created. Another concern is the resiliency of high performing non-profit partners that are facing short-term revenue shortfalls resulting from delayed or reduced government payments.  

Our members report that so far the repayment rate for program related investment remains high (more than 90% overall), and that last year, in many cases, PRIs constituted their highest performing asset class--providing downside protection in the bear market. As one member said: “Flat is the new up.”  

Among the promising opportunities noted by members are:
The National Community Stabilization Trust. This is designed to create a more efficient and cost-effective mechanism for transferring foreclosed properties from servicers and investors to organizations and coalitions working to stabilized targeted community.  The trust will aggregate capital from national philanthropic and private sources to make financing available to these groups. 

www.stabilizationtrust.com 
Window of Opportunity.  The MacArthur Foundation recently announced a new round  of grants and PRIs ($32.5 million) to 12 states and cities to preserve more than 70,000 affordable rental homes, as part of the Foundation $150 million, 10-year effort (started in 2007) to preserve affordable rental homes. Meyer Memorial Trust is a key partner on these investments in Oregon and several other foundations – including community and regional foundations -- are making PRIs for funds in Denver, Los Angeles, Florida, and other locations to leverage additional impact. This initiative is a successful example of national and local/regional efforts using PRIs and working together to meet mutual objectives. Go to: Window of Opportunity - MacArthur Foundation
Habitat for Humanity FlexCAP

FlexCAP is Habitat for Humanities International’s investment vehicle that allows its affiliates to accelerate the receipt of income from their mortgages and leverage the approximately $1 billion pool of Habitat mortgages to serve more families in need of affordable housing. Traditionally, FlexCAP investors have been banks and insurance companies, along with the F.B. Heron Foundation. Now, with banks in crisis, PRIs are filling the gap and Heron has been joined by the W.K. Kellogg Foundation, Prudential, MetLife, and the State Housing Finance Agencies in Washington and Ohio as investors in the program.  These commitments are particularly timely as the falling price of land provides HFHI an opportunity to serve many more low income families. For more information, contact  Todd C. Garth, Director, Foundations, Organizations, and Institutions 1-800-HABITAT, x2607.


NON-PROFIT SUPPORT: 
Shorebank Capacity Plus Loan Program.  ShoreBank’s non-profit support program  was cited as providing  a number of ways in which foundations can invest to help meet thee working capital needs of all types of non profits (e.g. social service, arts and culture, and community development).  The program allows investors to go through a financial intermediary skilled in non-profit underwriting.

Link to Program Description.

PRI Makers Members are invited to view the summary of survey responses and detailed notes from the PRI Makers Network Member Conference Call (Feb.09). 

