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On May 2, 2019 Linda Strumpf, who was chief investment officer of the Ford 
Foundation for 17 years as well as CIO of the Helmsley Trust after that, was interviewed 
by Roz Hewsenian, the current CIO of the Helmsley Trust, in a lunchtime “fireside chat” 
at the Foundation Financial Officers Group’s semiannual meeting, which took place in 
Philadelphia. Linda was my boss for 15 of those 17 years. What follows is a heavily 
edited account of the conversation.  

 
                Linda Strumpf   Rosalind Hewsenian  
Roz: What was your most memorable moment in dealing with foundation leadership? 
 
Linda: I’m going to leave out names and dates to protect the guilty, but when one of 
the organizations I led got a new president, he had been there a week and called a 
senior staff meeting. He told me, “Your [foundation] portfolio looks like something my 
dentist would have.” I replied, “Either I should be insulted or you have a very 
successful dentist.” We had $13 billion. We had a dozen U.S. and international equity 
managers, an internal equity and fixed income analysis and trading staff, an extensive 
private equity portfolio, some real estate, and a few hedge funds.  
 
Roz: You really said that? Funny. Anyway, I think we were invited here to discuss how 
we navigated the great crash of 10 years ago — the global financial crisis. What is your 
recollection of that period? 
 
Linda: This financial crisis was not my first. I’ve been through at least 6 bear markets. 
I’ve been doing this for 50 years. My darling husband and I are celebrating our 50th 
wedding anniversary. So, in 1969, just about 50 years ago, Jon and I graduated from 
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Penn State and I got my first job in the investment business at the Prudential Insurance 
Company in the common stock department. There was a bear market right away, in 
1969 and 1970. That is a good way to start your career in investing. It gives you a big 
dose of humility in a hurry. 

Each bear market is different. We call 2007-2009 a financial crisis because it was 
the financial sector that led us into it. But I’ve been through everything from the two oil 
crises to the tech crises — the first tech crisis was the Nifty Fifty market of the early 
1970s — and every other kind. If we expect the next one to be like the last one, it 
won’t be. We try to fix things and regulate things by fighting the last war, and then 
some other issue pops up and we’re not going to know how to deal with it. 
 
LESSONS LEARNED FROM MULTIPLE BEAR MARKETS 
Roz: Having lived through multiple bear markets, what are your insights in how to deal 
with them when managing a large institutional asset pool? 
 
Linda: There are two different aspects. The first consists of organizational issues 
surrounding the foundation: Who is on the management team? How do they think 
about markets? Who is on the investment committee? Who manages the money?  

I applied some of these concepts when I got to Helmsley because we were 
starting with a clean slate — so let me talk about that a little bit later. 

The second aspect is: What did you learn about the assets you owned, about 
asset allocation, and about your approach to manager selection? What a lot of us 
learned is that we hadn’t asked enough questions of the managers who came in and 
were selling us something, and we hadn’t asked the right questions. What they were 
selling may have been great for them but it may or may not have been great for us.  

It wasn’t necessarily laziness on our part. The strategies were new, they were 
shiny, and sometimes managers make you feel like you are not very sophisticated. But 
what I’ve learned after my 50 years in the business is: I don’t care. If the manager 
wonders why I am asking all these questions, that’s their problem.  

So I apply the Strumpf rule, which is: If I don’t understand it, and I can’t explain 
it in a 10 minute meeting with my bosses, I’m not doing it. If that makes me old 
fashioned, so be it.  

But a lot of people said, “Everyone else is doing it. Harvard’s doing it, Yale’s 
doing it, so it’s appropriate for me.” You have to learn about your organization and 
what it’s capable of doing — and, if you’re not capable of doing it, you just say to your 
bosses or your investment committee, “Either give me more resources or we’re not 
going to do it.” 
 
BOTH SIDES OF THE HOUSE NEED TO TALK TO EACH OTHER 
Roz: So, Linda, I wonder if you could take us back to 2006 and 2007 when everybody 
thought trees grew to the sky. How you were thinking about the markets at that time, 
and how you were beginning to assess the risk accumulating in the markets given that 
we had quite a run up from the Tech Wreck, which was the last bear market before 
that?  
 
Linda: As you can probably figure out, the secret sauce is to hire really smart people. 
So I had hired Larry... 
 
Larry: [blushing]  
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Linda: ...and Larry was head of research. He was always asking for things to do because 
he wasn’t a portfolio manager; he was there to help oversee the whole portfolio. And. 
after watching the markets go up and up, I said to Larry one day, “Something bad is 
going to happen.”  

At the market top in 1972, the Ford Foundation had almost $4 billion in assets 
and then when the great bear market of 1973-1974 hit, that went down to $1.5 billion. 
The trustees actually had a discussion about just dissolving the whole foundation. While 
the markets went down, they kept spending like crazy. At one point, annual spending 
was 14% of assets. They were engaging in matching gift programs to help every major 
university build their endowments.  

One reason for this fiasco was that the two sides of the house, investments and 
grantmaking, never talked to each other. So, one lesson is that both sides of the house 
need to talk to each other. The same thing happened in the endowment world, where 
at Harvard Management Company, Yale, Stanford, and other schools, the investment 
people were in their silos and never talked to the people that were actually running the 
university.  

To remedy this, Nick Gabriel, who was then the CFO at Ford, and I sat down 
every year and did scenario analysis. What happens if the market goes up this much, or 
down this much? What should our grant budget be and what levers we can pull to 
either raise or lower that number, given circumstances? 
 
HOW TO WIN A FREE TRIP TO PARIS 
So, in early 2007, I asked Larry to write a paper using scenario analysis to determine 
what happens to our portfolio, or to the average foundation or endowment portfolio, if 
we have a rerun of 1973-1974. I never expected in a million years we would actually 
have a rerun of 1973-1974, but in fact the stock market went down a little more than in 
1973-1974, 57% in the most recent debacle as compared with 49% in the 1970s.  

Larry started with the allocation of the average endowment or foundation, which 
by then was over 50% in alternative assets. If you start out at 50% alternatives and you 
run through a 1973-1974 scenario, making appropriate assumptions about liquidity, 
spending needs, capital commitments to private equity managers, and so forth, what 
you ended up with was something like 70 to 80% in alternatives. That is a very 
dangerous number if you need to spend out of the portfolio, which we all do.  

I delivered the findings of the paper at the FFOG meeting in London in 2008, 
and the paper was eventually published in the Journal of Portfolio Management which, 
Larry, gave you a prize for it and you got a free trip to Paris... 
 
Larry: I did. I would have brought you to Paris too, but my wife would have been 
confused. 
 
CLUES ABOUT THE UPCOMING FINANCIAL CRISIS FROM THE FIXED INCOME WORLD 
Roz: So what were the lessons you learned from that exercise, other than the obvious? 
 
Linda: You sometimes learn really interesting things by meeting with people that are 
totally outside what you think you are interested in. When I started talking to the fixed 
income people, they were starting to tell you that credit markets were really, really bad. 
The quality of the high-yield paper was going down. Covenant light, no covenants — 
people could issue paper at ridiculously small spreads. You started to get the sense 
that there was something not quite right, that the level of risk being taken was off the 
charts.  
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These were the early clues and we did what we could to try to protect the 
portfolio. You can do an awful lot just within your fixed income portfolio. You upgrade 
the quality of your fixed income because, in that environment, high yield bonds 
provided no protection at all. First, you couldn’t sell them, and second, the spreads 
blew out. So if you want to protect your portfolio you have Treasuries.  

While we tend to think of the important decisions being made at the macro 
level — “How much do I have in equities? How much do I have in bonds, hedge funds, 
whatever?” — there’s an awful lot of decision making you can do within asset classes. 
As we saw in some of the charts this morning [in a speech by Fred Post of Bridgewater], 
it made a big difference how much you had in U.S. versus international equities. If you 
had a larger than benchmark weight in international stocks in the last couple of years 
you underperformed. In fixed income, if you had high yield versus high quality, it has 
made a big difference. 
 
HOW MANY GENIUSES ARE THERE? 
Roz: You just mentioned hedge funds. How did those fit into your portfolio at Ford, and 
what was different about the Helmsley Trust, where hedge funds were a significant 
portion of assets? 
 
Linda: In the endowment and foundation world at that time, people were tending to 
use hedge funds as a fixed income substitute. That was one problem, in addition to the 
high fees and all the other concerns. But most important, I didn’t think all these hedge 
fund managers were geniuses. If you don’t take any market risk and your only return 
source is skill at producing alpha, you have to be something of a genius. Larry, how 
many geniuses do you think you’ve met in your life? 
 
Larry: About 35. 
 
Linda: Add to that 35 the ones you haven’t met, and there are maybe a couple 
hundred. But there are, or were at that time, 11,000 hedge funds. And I didn’t think I 
had the skill set to figure out who were the real geniuses and who weren’t. So, unless 
you had those skills, you were going to earn the return on a near-zero beta portfolio 
minus gigantic fees. The same thing holds for private equity and for venture capital.  

What bothered me the most was that people were using hedge funds as a bond 
substitute. Interest rates had come down and they didn’t want to take money out of 
equities, so they said, “Let’s just put it in a bunch of hedge funds instead of bonds.” 
But when the financial crisis hit, people didn’t realize how much credit risk was built 
into their hedge funds — how much low quality paper was in there — and they couldn’t 
get their money out due to gates and other provisions. 

If hedge funds are used correctly, that’s fine. You need to know what you’re 
doing and have the capability of making those difficult manager selection decisions. 
The other day, I was in a meeting of one of the investment committees I serve on — 
they have an outsourced CIO — and they said, “We have a great idea for you. I won’t 
use the name but it’s a very, very large asset manager. They have this wonderful hedge 
fund of funds, and they have a really good track record.” We had been de-emphasizing 
hedge funds and were down to about 5% in them, so I asked, “How big is the fund?” 
They said that the offshore fund was $7 billion, then I looked at the fine print and saw 
that the onshore fund is another $3 billion. So it was a $10 billion hedge fund of funds 
with 100 money managers. And the three of us who are on the committee just looked 
at each other and said, “No way.” End of conversation. 
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THE HELMSLEY TRUST: STAFFING A NEW ORGANIZATION 
Roz: Can you talk a little bit about how you failed at retirement and you came to 
Helmsley? What was the first thing you did when you were brought in originally to set 
up an investment committee? Linda, you’re the only investment committee chair I’ve 
had since I’ve been at Helmsley — for which I’m eternally grateful — so you had the 
opportunity to make some significant decisions about how the committee was going to 
be structured. What did you learn from your experiences at Ford that you applied at 
Helmsley? 
 
Linda: In my 27 years at Ford, the last 17 of which I was CIO, I worked for three 
presidents and four different investment committee chairs. This puts a burden on us as 
CIOs to educate both the CEO and the investment committees. You have to do it very 
subtly and I’m not a very subtle person — so, again, hire good people. One of the 
reasons I hired Larry was to explain what we were doing in layman’s terms so that 
everybody was on the same page. I recreated that with Roz. 

Most investment committees consist of skilled people from diverse 
backgrounds: private equity, real estate, oil and gas, maybe an equity person or a bond 
person. They’re all really smart and good at what they do, but most of them don’t know 
how to think about an institution’s overall asset allocation. So you end up in meetings 
where everybody’s talking at cross purposes; nobody ever makes a decision. 

So I said, “I want a team of generalists. I want people who have either been in 
my job or who have had similar roles at pension funds or other comparable 
institutions.” We went through that process and, to this day, when we have replaced 
members of the investment committee we have tried to bring in people who are 
generalists.  
 
Roz: So today we have seven members on our investment committee at Helmsley. We 
have two trustees with no investment experience and we have five investment 
professionals. One of them was an equity strategist and the others were or are CIOs. 
Having that generalist approach, in people who have walked in the shoes of the CIO 
who’s now reporting to them, is a blessing that I can’t believe that I have — especially 
when I talk to my peers and hear what they’re going through. Linda’s vision of staffing 
an investment committee with generalists was pure genius. 
 
“THERE ARE TOO MANY OF YOU ON THIS COMMITTEE” 
Linda: Thank you, Roz. Let me go back to one of the lessons I learned at Ford. One of 
our investment committee members was Sir Christopher Hogg. He was a non-executive 
director of the Bank of England and the chairman of Reuters, so he was a pretty smart 
guy. When he took over as chair of our committee, he said: “I’ve been sitting here in 
these investment committee meetings for a long time and I don’t think we’re focused 
on the right things. I want you to bring in the smartest person you know in this field and 
have him come to an investment committee meeting.” 

So I asked Jay Light, a professor at Harvard Business School who had been 
director of investment policies at the Ford Foundation in the late 1970s, to come. Jay is 
wonderful. He walked into the room, looked around, and said, “First of all, there are 
too many people here. You shouldn’t have an investment committee with this many 
people.” 

And then he said something really important: “I should be able to go around 
and ask every member of this committee, ‘What is the single investment objective of 
this foundation?’ And you should all give me the same answer.” You’d be amazed — 
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they were all dropping their pencils on the floor at the same time — they were afraid 
he was going to call on them! 

So, if you have a little bit of dysfunction and disagreement, it’s not a bad idea to 
find somebody from the outside who doesn’t have an axe to grind — they can come in, 
once a year or once every two years, and try to get the committee focused on the right 
things. Get them to agree on an investment objective because it’s not the easiest thing 
in the world to do. We’re all competitive and we all want to be number one, but to do 
that you have to take an awful lot of risk. You have to know when to take risk off the 
table.  
 
“I HATE HEDGE FUNDS” 
Roz: So Linda hired me [as CIO of the Helmsley Trust]. She looked me straight in the 
face and said, “I hate hedge funds.” Then we hired a young investment officer on our 
staff who had a background in hedge fund investing. Linda walked into his office on his 
very first day, closed the door, and said to him: “I hate hedge funds.” It was probably 
not the best day of his life. 

But Linda brought a culture of skepticism to the discussion around hedge funds 
at Helmsley. One of the benefits of that was, leading up to the crisis, our decision to 
focus on liquidity as a risk factor, hedge funds being at least somewhat illiquid. 

 
Linda: Can you please describe your approach to managing liquidity? 
 
Roz: First, some background. When you arrived at Helmsley, Linda, you put together an 
investment committee, made up principally of generalists as you said earlier. Then you 
talked about hiring me. The skill I had that you liked was that I knew how to talk to 
boards. But you really didn’t know whether I could actually run a portfolio. So — minor 
detail! — the two of us set about trying to figure this out. We had to put a strategic 
plan together.  

One of the things that I learned from you was the fact that, because foundations 
have to spend 5% of their assets every year, the real risk that we needed to manage 
was not necessarily volatility, which is how most institutional pools of capital are 
managed, but liquidity. Instead of allocating based on the traditional asset classes, we 
decided that, if liquidity is really the risk we have to manage, then let’s manage it. So 
we allocate based on liquidity tiers, defined as, “How quickly can we get our hands on 
the money?” 
 
FOUR TIERS OF LIQUIDITY 
Linda: What are the tiers? 
 
Roz: We classify assets into four liquidity categories. Now get ready — this took a lot of 
thinking: Safe, Liquid, Semi-Liquid, Illiquid. We define them literally in terms of how 
quickly can we get the money, regardless whether that liquidity impairment is caused 
by the underlying illiquidity of the investment or by legal encumbrances like gates and 
notification periods that affect how quickly you get your money back.  

• The Safe assets have daily liquidity. That means we can get our hands on 
the money the next day by submitting a redemption. 

• The Liquid category means we can get our money back in 60 days, 
whether it’s by submitting a redemption request with 30 days’ notice, or 
because the underlying investment could be liquidated within 60 days. 
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• Semi-Liquid is 60 days to two years; 

• and Illiquid is two years or more. 

By defining risk in terms of liquidity, we were able to implement another lesson that 
Linda said she learned at Ford. All the levers within an asset category were open to us, 
because we did not have target allocations to equity, or to high yield, or to this or that. 
As long as we could get the money back within a specific period of time, all of those 
levers were open to us.  

Our Semi-Liquid category is the most unusual part of the investment program. 
We have to be able to get our money back within two years. What do we have in that 
category? One example is an investment in frontier markets. Although these are public 
equities, it may take us two years to get our money back out if the market freezes up. In 
a financial crisis, those markets will trade by appointment. So that’s why a long-only 
frontier market investment is in Semi-Liquid and not in the liquid category where the 
vast majority of our other equities would be. 

We also have our hedge funds in the Semi-Liquid category because hedge 
funds can “gate” or put up impediments to redemption within 60 days if they feel that 
market conditions warrant such a restriction. 
 
ALTERNATIVE ALTERNATIVES 
Linda: Yesterday we heard about “alternative alternatives,” unusual investments that do 
not fall in the usual alternative categories of hedge funds, private equity, and so forth. 
Can you talk about Helmsley’s investment in those? 
 
Roz: One of these unique investments is life settlements, which we heard about 
yesterday. Because Helmsley is as large as it is, we were able to construct a separate 
account where we could precisely manage the maturity of the portfolio; we wanted to 
focus on policies of insureds who were in their late seventies. We made sure that they 
were tertiary policies, meaning that the original policy owner had already sold it and we 
were buying it in the tertiary market from the secondary market purchaser. This strategy 
gave us ballast to offset a lot of the other volatility in that portfolio — yet we knew that 
we could get the vast majority of the money back in two years and, because it was a 
separate account, if we really needed the money faster we’d be able to sell the policies 
because we were the only ones in the account. 

Why did we do life settlements? We knew we were in the later stages of the 
economic cycle. What besides hedge funds could we invest in that is not correlated to 
the market? We worked on this for two years before we invested. So, Linda, why don’t 
you share with everybody your initial reaction? We walked into an investment 
committee meeting and said we wanted to buy life insurance policies. 
 
Linda: I was not happy. At Helmsley, 85% of our grantmaking is trying to keep people 
alive. It’s mostly health care related stuff, and the notion of buying life insurance 
policies from people, where you hope they’re going to die soon or else you won’t earn 
a decent return, was a little weird. I thought the trustees would object to it but they 
didn’t. 

So Roz and I managed to convince ourselves that it was not the dumbest idea 
I’ve ever heard.  
 
Roz: You can just imagine what our investment committee meetings are like. 

But the significance of this story is that we learned some valuable lessons by 



 8

having Linda as our investment committee chair. We had a blank sheet of paper. Not 
only do we have generalists on the investment committee, that’s also how I’ve 
developed the staff. We have a staff of 12 people at Helmsley. Ten of them are 
investment professionals and they’re all generalists. If I had siloed asset class 
professionals, nobody would have ever looked at life settlements. Nobody would have 
ever looked at medical royalties, or at some of the other interesting investments that 
we’ve had.  

If you have generalists and you can move them around to look at different 
investment opportunities, that creates a much richer job experience for them. There’s 
nothing worse than being stuck covering a category when there’s no appetite for 
investing in that category. So being able to switch someone to working on a different 
type of investment keeps them engaged. I think it has allowed Helmsley to maintain 
employee stability longer than we might have otherwise. We’re in New York, and we 
have to compete for good people. 
 
QUESTIONS 
Roz: What I’d like to do now is stop and just open it up for questions because Linda 
and I can continue talking all afternoon if you were inclined — so with that does 
anybody have any questions? 
 
Audience member: How can you stress-test a prospective investment committee 
member to determine what their risk tolerance really is if things go south in the 
markets? Are they the kind who will ride it out? Or are they going to sell at the bottom? 
What are the kinds of questions that you can ask to ascertain that? 
 
Linda: That’s a great question. In a preliminary interview you can try to get at that by 
asking them how they would evaluate managers. In every committee I’ve been on, the 
biggest fights were over managers who had a quarter or two of bad performance and 
somebody would say we ought to fire them. And I’d be fighting to keep them because 
I really believe in the manager. So I think you have to be clear that you will fire a 
manager if the organization changes for the worse, or if their style is drifting from 
whatever you hired them for, but if they have two quarters or even two years of bad 
performance you have to be willing to ride it out.  

The other thing I think a lot of investment committees don’t understand is the 
cost of changing managers. When you switch active international equity managers 
you’re probably paying 3% on either side of the trade. Does your committee know this? 
To sum up, I think you should ask questions like these before they’re on the committee 
and hopefully get good answers. 
 
Roz: One question that I ask prospective investment committee members is this: “The 
market has just sold off and I come in and tell you I want to buy equities. How are you 
going to feel about that?” That’s is big indicator, so that’s my suggestion.  
 
Audience member: We’ve heard, from almost every speaker, that emerging markets 
are the future, emerging is the only bargain left, and so forth — yet the foundations in 
FFOG, as a group, have a very small allocation to emerging — maybe 3%, 4%, 5%. 
Why are we so reluctant to invest in emerging and what would the right percentage 
be? 
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Roz: Maybe we’re reluctant because some of us have gone through the colonoscopy 
without anesthesia that emerging markets can represent. 
 
Linda: Say no more. We’ve just had lunch. 
 
Larry: What’s the upside?  
 
Roz: Today we have many more ways of accessing the emerging markets than we did 
15 or 20 years ago when investing in long-only emerging markets was the only option. 
Now we can go into venture capital, private equity, and hedge funds. There’s a wide 
variety of different opportunities so we can manage the risk more precisely. Some of 
the demographic information that our last speaker presented about the youth of India 
and China is a compelling reason to invest in these markets. 

But we at Helmsley did something a little different than just China and India. We 
also invested in Israel. We got global entrepreneurs as opposed to single-country 
entrepreneurs and we got a lot of upside potential because the risk of investing in 
Israel is different than the risk of investing in China or in India. (Note: MSCI moved 
Israel from its emerging market index to its developed market index in May 2010. -LBS) 
 
Audience member: When, in 2008, in addition to your defensive strategy [at Ford] to 
hold on to your Treasuries and not go into hedge funds, what other approaches did 
you put in place to avoid the correlation of all your asset classes going to 1.00? 
 
Linda: Again, this gets down to fine tuning portfolios. Going into the crisis, I said that 
we were going to hold on to our equities, but I wanted the highest-quality equities we 
could get. So we eliminated some managers that were too value-y and buying crappy 
companies. When the tide goes out you see who’s wearing a bathing suit, which is 
marginally better than your analogy, Roz. 

The highest-quality companies are going to make it through a financial crisis. 
What usually happens in a financial crisis is that the bad companies can’t get credit and 
go bankrupt. The strong companies survive and prosper; profit margins have doubled 
since the financial crisis. So if you start believing the odds of a recession are growing, 
you might ask your managers how they would you think about restructuring the equity 
portfolio.  
 
Roz: I think we are out of time. Please join me in thanking Linda.  


