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In these perilous economic times, the Library faces challenges, but also
opportunities. As with so many charitable institutions and other investors,
we have suffered signi cant losses in our portfolio. We are fortunate to
have avoided catastrophic losses and to have reduced our equity exposure
last summer. However, our investments are still down by over one-third
over the past year, and this will affect our ability to meet our budget in the
coming years.

We have a spending formula, common with non-pro t organizations,
whereby each year we draw from our endowment 4.75% of the rolling
average of the past three years year-end principal. This pays for about 65%
of our annual operating budget. When the markets were strong and our
portfolio growing, we more than replenished the amounts drawn down;
with the steep decline in the market, however, we face both a decrease in
our endowment and a diminished draw for operating purposes. For now,
the effect of the economic downturn is softened by the three-year averag-
ing of our spending formula. The primary effect of our investment losses
will be felt in 2010, 2011 and possibly future years, depending on how deep
and long the recession is.

We recognize the need to reduce expenses, but we are determined not
to reduce the quality of our services. We are blessed with a talented and
dedicated staff and loyal and appreciative members. We will continue to
take a disciplined approach to our expenses, as we did in the annual bud-
geting process recently completed. In the present circumstances, we do
not intend to institute layoffs, salary freezes, closures, or reduction in our
book-purchasing budget. But we are doing what we can to reduce ex-
penses, increase revenue and, if possible, build a reserve for use in the years
ahead when our permissible draw from endowment will be reduced. We
will continue to be attentive to the increasing nancial constraints under
which we operate, and we will be asking our members to support us in our
efforts.

As | mentioned to the Library s staff at a meeting with them this
month, we have already experienced a modest growth in our member-
ship, and | expect there will be increased usage of the Library during these
times when our nancial resources, and those of our members, are dimin-
ished. We are fortunate to have a recently refurbished and well-maintained
building and to have made important capital improvements in our eleva-
tor, fa ade renovation and remodeling of the Members Room and Peluso
Family Exhibition Gallery. But we continue to face signi cant limitations
on the space available for members, writers and books. We ask that all of
you show consideration, patience and good humor to help our staff address
the increasing demands on our facilities.

One of the bright sides of the economic downturn, | believe, is that
it has shifted the emphasis in our great commercial metropolis from the
trappings of status and consumerism to the values that the Library has
embodied for centuries. Ideas, culture, broadening of intellectual horizons,
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