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Endowment Analogies
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Apple Tree
An endowment is like an apple tree. By envisioning the tree as the base endowment fund, the apples become the fruits of the tree. As the fruits of a tree, apples also represent the interest that is gained each year by investing the endowment.  Each year you can pick the apples and give them away, which is like granting out the interest from the endowment to the community, but you don’t cut off a branch.  That means that the next year, more apples will grow and you pick them to give them away. Similarly, they can be used either to grow the tree by adding them to the bottom of the tree through composting, or used to give to other people for their enjoyment. Adding the apples to the bottom as compost results in the same thing as adding some of the interest to the endowment- more interest (apples) for the next year. 
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Cappuccino 

One way to describe an endowment is with a cappuccino. So, if you imagine a cup of cappuccino- liquid coffee on the bottom, and foamy on top - you've got the basic idea. The coffee makes up the money in the bank, called the permanent endowment. This cannot be touched, or drank, if you want the endowed amount to stay the same and create interest forever. On top, you have the foam- which is the interest created by the endowment. This can be scooped off and given to other people to enjoy, similar to how you can grant out the interest to the community. Or, it can also be stirred into the liquid, and thus increases the liquid amount, or the endowment.

