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For the fiscal year ending June 30, 2016, the UC Berkeley Foundation portfolio posted results of 
-2.4% vs. -1.5% for its benchmark, and assets now stand at $1.59 billion. This year’s payout to support 
our students, faculty, and programs totaled $57.2 million, which is a new record for Berkeley.

Over the last 10 years, the Foundation has had remarkable growth in the endowment through 
inflows of $869 million in new gifts and $497 million in investment gains, all of which has enabled a 
cumulative payout of $474 million. Over this period, the Foundation’s portfolio has returned 5.2% vs. 
5.1% for its benchmark.

 
In all, the Foundation’s endowment has grown at a rate of 8.6% over the past 10 years and has  
more than doubled. This reflects both the compounding of investment results, noted above, and  
the impact of new endowment gifts.
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BERKELEY ENDOWMENT MANAGED BY THE UC BERKELEY FOUNDATION

6/30/16 6/30/15 6/30/14 6/30/13 6/30/12
Market Value ($ thousands) $1,585,935 $1,575,479 $1,496,436 $1,278,030 $1,126,822

Annual Return on Investment -2.4% 3.3% 15.4% 12.8% -1.0%

UC BERKELEY FOUNDATION PAYOUT

2015–16 2014–15 2013–14 2012–13 2011–12 
Annual Payout Policy Rate 4.25% 4.25% 4.25% 4.25% 4.27%

Aug–16 Aug–15 Aug–14 Aug–13 Aug–12
Payout ($ thousands) $57,162 $52,011 $46,358 $40,537 $38,443

The UC Berkeley Foundation payout is based on a 12-quarter moving average rate. The payout figures above reflect 
actual distributions. While the majority of payout is distributed in August of each year, distributions do occur throughout 
the year, and those incremental distributions are included. The August 2015 figure reflects, for example, the total of 
distributions made in the 2015–16 fiscal year. As a result, the August 2016 figures are not final.

  Please refer to the enclosed “Berkeley’s Endowment: Sustaining a Community of Excellence”  for more information.

For additional information regarding the management of Berkeley’s endowment, please visit www.berkeleyendowment.org 
or refer to the Annual Endowment Report, published by the Office of the Chief Investment Officer of the Regents. It is 
located online at www.ucop.edu/investment-office. 



 

RESULTS

Our 10-year track record in the table below shows 
how the portfolio has been able to compound at 
a higher rate than our benchmark, global equities, 
and most colleges and universities. Like virtually 
all endowments, we run a diversified portfolio, 
and the table shows how in recent periods 
diversification has not been a virtue. Not unlike 
the 1990s, when there was no strategy better 
than simply investing in the S&P (or especially the 
NASDAQ), so too it has been in recent years as 
U.S. equity valuations reached ever higher levels. 

ANNUALIZED RESULTS

 10 Yrs 5 Yrs 3 Yrs 1 Yr

UC Berkeley Foundation 5.2% 5.3% 5.2% -2.4%
Portfolio Benchmark* 5.1% 5.5% 6.0% -1.5%
    
S&P 500 7.4% 12.1% 11.7% 4.0%
MSCI ACWI 4.6% 5.7% 6.4% -3.4%
CPI + 5% 6.7% 6.3% 6.1% 5.9%
    
Cambridge Associates 5.1% 5.1% 5.0% -2.9% 
   C&U Median
    
   * The Portfolio Benchmark since March 2011 has been 82.5% ACWI and 17.5% treasuries. 

For the year, our portfolio’s results were better 
than what was offered by the global equity 
markets (-2.4% vs. -3.4%) and better than the 
median endowment (-2.9%), but they lagged 
behind our portfolio benchmark (-1.5%) for the 
year, primarily as a result of our low-duration 
positioning. Comparisons of performance with 
our portfolio benchmark vary widely on shorter 
periods of time (less than 10 years), as it is meant 
to be an indicator of our long-term risk posture 
and does not reflect the actual exposures in the 
portfolio in any given year.

ASSET ALLOCATION

Our asset allocation framework has diversification 
as a central premise, with the knowledge this is the 
best way to generate the sustainable long-term 
results required to maintain an annual payout of 
4% to 5% for the university. 

Over time, we are building a portfolio that is more 
balanced across our four allocation buckets, 
and one that is less reliant on Global Equities 
and Defensive assets. As the adjacent table 
and narrative below describe, we made further 
progress during the year in allocating more capital 
to our Diversifying and Excess Return assets, 
sowing the seeds for future results. Most of this 
reallocation resulted from finding opportunities 
amid the dislocations in the markets for natural 
resources and emerging markets equities.

For a deeper dive on our asset allocation 
framework, our website (berkeleyendowment.org) 
has more detailed materials on our approach, as 
well as our investment policy statement.

June 30, 2016June 30, 2015

Global Equities

Diversifying Assets

Excess Return

Defensive

June 30 2016June 30 2015

49.3% 50.5%

19.0%17.2%

16.4%12.8%

14.2%20.7%

Global Equities

Diversifying Assets

Excess Return

Defensive

FISCAL YEAR-END ASSET ALLOCATION  
2015 VS. 2016

 

Note: Values may not sum to 100% due to rounding.



 

Global Equities

We see equities as the core engine of the 
endowment’s returns, and in this bucket we put 
both our long-only and long-short managers. 
Global Equities investments represent half of the 
endowment’s capital, and since the creation of 
BEMCO they have compounded at 8.0% annually 
vs. 7.6% for their benchmark (MSCI ACWI). While 
the results in this category for fiscal 2016 were 
frustrating (-5.3% vs. -3.4% for their benchmark), their 
long-term results have been strong. 

Diversifying Assets

Over the long term, assets that are less tied to 
the movements of the equity markets provide an 
important source of diversification and stability in 
the endowment. Since BEMCO’s inception, our 
investments in this category have posted 3.5% 
annualized returns. While these assets have 
provided positive returns, they have most notably 
been dampened by the performance of real asset 
strategies. Since BEMCO’s inception, our real assets 
investments have posted a -2.3% return vs. -5.2% 
for commodities (UBS Commodity Index) broadly. 
Notably, the dislocations in commodity-related 
industries have created attractive entry points over 
the last year and enabled us to selectively increase 
the pace of capital deployment.

Excess Return

The Foundation holds these assets for their 
potential to do measurably better than public equity 
markets over longer periods of time. These are hard 
to find, take time to implement, and require years to 

come to fruition, but strength in these strategies 
are what really separate the results of one 
endowment from another. Since BEMCO’s start, 
we have compounded capital in this area at a very 
healthy 14.2% return, materially outperforming the 
7.6% returns for global equities. Over the year, we 
significantly increased our exposure to this area and 
posted a 9.6% return vs. -3.4% for global equities.

We continue to aggressively add strategies and 
market segments that will extend our track record of 
very strong results in this area. 

Defensive

This part of the portfolio is intended to be its source 
of liquidity and resilience in times of market stress. 
The “dry powder” liquidity in Defensive assets 
enables us to respond to opportunities created by 
volatility in the market, as well as to the campus’s 
need for payout in all market environments. This 
year we opportunistically deployed some of that 
“dry powder” into several dislocated parts of the 
market, enabling the portfolio to become more 
balanced across its other categories and reduce the 
Defensive allocation to 14.2% of our capital. 

For years now, we have held low duration in this 
part of the portfolio, feeling the risk-adjusted returns 
of longer duration bonds to be unattractive. (Last 
year I noted the nearly “return-free risk” in these 
assets, a concept that remains true today.) As a 
result of this positioning, our annualized returns for 
the Defensive category (since inception) are +2.4% 
vs. 3.6% for U.S. Treasury bonds.
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THE YEAR’S ACTIVITY 

While the overall global equity markets offered 
up only a single-digit loss (-3.4%) for the year, 
there were a few significant dislocations in 
several areas over the last year, including 
healthcare, natural resources, and emerging 
markets. These areas saw much more dramatic 
falls, and by virtue of our generalist staffing model 
we were able to flexibly seek out opportunities in 
these relatively narrow windows and speed the 
deployment of capital to areas with high return 
potential. The team’s productivity was high, and 
resulted in over 8% of the endowment deployed 
to these dislocated areas.

THE CURRENT ENVIRONMENT AND THE 
YEAR AHEAD

We start the new year with a strange sense 
of déjà vu. The U.S. is still in one of its longest 
periods of economic expansion since World War 
II, with an unemployment rate at 5% and signs of 
broad-based inflation only just starting to appear. 
Markets are seemingly hair-trigger focused on 
the future path of central bank moves around  
the globe, and there are concerns about the 
future of Europe as the United Kingdom  
prepares to depart the EU (similar to worries 
about Greece last year) and prospects for future 
growth in China. 

The current environment — with rates close to 
historic lows and most assets at high valuations 
— offers plenty of reasons to be cautious 
about expectations of future returns. In such an 
environment, we are more focused than ever on 
the quality of execution within our portfolio and 
remaining nimble to respond to changes as they 
occur, much as we did this past year. In all that we 
do, we are mindful of the trust placed in us — by 
our endowment donors and the faculty, students, 
and programs supported by their gifts — and the 
demand for globally recognized excellence in all 
that Berkeley does. 
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