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For the fiscal year ending June 30, 2015, the UC Berkeley Foundation portfolio posted results of 
+3.3% vs. +1.3% for its benchmark, and assets managed by BEMCO now top $1.57 billion. Payout from 
the Foundation’s endowments totaled $51.64 million this year, the largest in our history.

The 10-year picture for the Foundation tells a story of the tremendous growth in the endowment, 
with $844 million in new inflows, $474 million of endowment payout to support campus programs, 
and $635 million of investment gains. Over the last 10 years, the Foundation’s portfolio has returned 
+6.9% vs. +6.5% for its benchmark. 

GROWTH OF THE FOUNDATION’S ENDOWMENT 
OVER THE LAST 10 YEARS
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With such strong support from our donors and the tailwinds of rising markets at our back, it has been 
a very favorable time for Berkeley’s endowment.

RESULTS

While this year’s numbers are gratifying, as endowment investors, our focus is on long-term results. 
The accompanying table shows that, over the last 10 years, the endowment has compounded at 
+6.9%, ahead of both its portfolio benchmark and the median endowment. 
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ANNUALIZED RESULTS

 10 Yrs 5 Yrs 3 Yrs 1 Yr

UC Berkeley Foundation 6.9% 9.7% 10.5% 3.3%
Portfolio Benchmark 6.5% 9.3% 11.2% 1.3%
    
S&P 500 7.9% 17.3% 17.3% 7.4%
MSCI ACWI 6.7% 12.3% 13.4% 1.0%
CPI + 5% 7.1% 6.8% 6.3% 5.2%
    
Cambridge C&U Median 6.6% 9.6% 9.9% 1.6%
    
    

Below is a discussion of the results in each of our 
four major asset allocation categories.

Equities

Our Equities bucket, containing both long-only and 
long-short managers, was our largest allocation 
at 49.3%. This part of the portfolio had a simply 
outstanding year, with its +5.1% results significantly 
outpacing the +1.0% returns in global equity 
markets. The Equities portion carries roughly 86% 
net exposure, so those results are all the better 
given the amount of market exposure taken. Over 
the past five years, this portion has had annualized 
results of +12.6% vs. +12.3% for the global equity 
benchmark, again while carrying only 90% net 
exposure.

Diversifying Assets

This part of the portfolio, in which we hold assets 
that we believe will have a low correlation to public 
markets, was a 17.2% allocation at June 30, 2015. 
With results of -7.1%, it was quite a disappointing 
year for these assets. We saw mixed results in our 
absolute return-oriented hedge funds, with credit-
oriented strategies having the toughest run on 
an absolute basis and relative to their peers. The 
Diversifying Assets portion also has an allocation 

to natural resources, which suffered alongside the 
rout in commodity prices (-23.7% for the DJ UBS 
Commodity index). Additionally, we have a number 
of private funds that are in the early stages of their 
j-curves, providing a near-term drag on results.

Over the past five years, the results in this portion 
have been solid (+4.8%) if unremarkable. Notably, 
this five-year period has been characterized by 
sharply rising equity markets, which generally has 
provided few rewards for being diversified into 
other areas.

Excess Return

For this part of the portfolio, we look for assets 
that we think will do materially better than public 
markets over longer periods of time — in short, 
we are looking for multiples on our invested 
capital. For the fiscal year, these assets rose 15.6%, 
showing a substantial margin over global equities’ 
+1.0% results. In years past, we had honed the 
manager roster in this portfolio and have been 
selectively adding new relationships. At 12.8% of 
our assets, the Excess Return portion is smaller 
than it will eventually be, with its growth limited 
by the high bar for adding new relationships and 
the pace at which capital is called and returned in 
existing relationships. 

Excess return assets have outpaced the public 
markets by 4% on an annualized basis over the 
last five years. While a generally good result, this 
portfolio does not yet have the convexity to rising 
markets that we ultimately seek. It takes years to 
build substantial allocations to high-quality ideas in 
this area, and we are making progress.



 

Defensive

We hold part of our portfolio in assets that we 
expect to hold their liquidity and value in times of 
market stress — providing for liquidity, opportunistic 
rebalancing, and a measure of stability in the 
portfolio. Average exposure during the year was 
18.1%, with the year-end allocation of 20.7%. (The 
allocation at year’s end rose in part due to the 
lack of immediately compelling new opportunities 
and, in part, to raise liquidity ahead of our August 
payout to campus.) Our allocation to Defensive will 
likely continue to come down in future years as we 
continue building out our Diversifying and Excess 
Return allocations and reduce our exposure to 
Equities.

The return of +1.7% for the fiscal year vs. +2.3% 
for U.S. Treasuries reflects our shorter duration 
positioning relative to the benchmark. In this 
ongoing low-rate environment, we remain mindful 
of “return-free risk” that may be embedded in these 
assets instead of the sought-after “risk-free return.” 
For several years now we have been content to err 
on the side of shorter duration. Over the last five 
years, we have averaged 2.5 years of duration vs. 
5.8 years in the benchmark. As such, while our five-
year results of +2.4% lag behind the +2.8% of the 
benchmark, we have had an exceptionally strong 
return on the level of risk taken.

SUBSEQUENT EVENTS

While this reporting is intended to focus on June 
30 results, the high volatility of the few months 
since bear some mention. A strong reversal in 
Chinese equity prices, alongside a continued slide 
for emerging-market equities and commodity 
prices, drove global equities down -6.0% for the 
year through August 31. Over the same two-month 
period, our portfolio was down -2.5%, showing a 
reasonable level of resilience in the face of such a 
sharp selloff. 

ASSET ALLOCATION

In years past, we have laid out our approach to 
asset allocation, and this year we have added more 
background materials on our website, including an 
extended narrative on the subject. 

Our asset allocation process is based on one 
foundational concept — maintaining a sustainable, 
inflation-adjusted payout to support Berkeley’s 
students and programs requires an equity 
orientation. We need to generate sufficient returns 
to maintain an annual payout of 4-5% while 
protecting against the (often) slow grind of inflation 
that takes place over the generations that our 
endowments are meant to serve. 

Since launching BEMCO, we have made great 
strides in improving the roster of external managers 
with which we work. That continued work will 
result in the allocations to the Excess Return and 
Diversifying categories rising — enabling us to hold 
less in the Equities and Defensive categories. We 
ended the year with the allocations and results for 
each category as described in the chart below.
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NON-FINANCIAL EVENTS 

It was a busy year outside of our work on the 
portfolio, with an update to our Investment Policy 
Statement and to BEMCO’s board.

Periodic review and revision of an Investment 
Policy Statement is considered an industry 
best-practice, and the UC Berkeley Foundation 
approved an update to ours this year. 

The BEMCO board itself had a noteworthy year, 
with our first succession at chair and the addition 
of a new member. 

JANET MCKINLEY served as BEMCO’s founding 
board chair for six years, and we and the whole 
UC Berkeley community are deeply indebted to 
her for such tireless service. Her BEMCO board 
peers named her chair emerita, and her service 
was lauded at the UC Berkeley Foundation 
meeting in May. Importantly, she will continue 
serving as a member of the BEMCO board, 
providing great continuity.

BEMCO board member ROB CHANDRA ’88 was 
elected as our new chair, and he brings to the 
role his decades of experience as an investor, 
venture capitalist, and board leader. 

Finally, we were very fortunate to add another 
dedicated Cal Bear’s talents to our board with 
COLLETTE CHILTON ’81 joining us this year. 
Collette has more than 20 years of experience 
as a CIO of public and private pools of capital, 
and she is a respected leader in the endowment 
community and an endowment donor herself. We 
are very lucky to have her join our work.

CURRENT ENVIRONMENT AND THE  
YEAR AHEAD

Fiscal 2016 has already begun to test the 
nerve of financial markets as global equities 
fell as much as 15% in the first two months of 
the new fiscal year. As noted, our portfolio 
held up well in this recent downdraft, and the 
focus on high-quality relationships and our 
current asset allocation should serve us well if 
future dislocations occur and provide attractive 
opportunities.

As we often note, the BEMCO team and board 
aspire for stewardship of our donors’ assets to 
live up to the globally recognized excellence of 
Berkeley’s students, alumni, and faculty. Fiscal 
2015 had many good steps toward that lofty goal, 
and we look forward to drawing ever closer in 
the year ahead.



BERKELEY ENDOWMENT MANAGED BY THE UC BERKELEY FOUNDATION

 6/30/15 6/30/14 6/30/13 6/30/12 6/30/11 
Market Value ($ thousands) $1,575,479 $1,496,436 $1,278,030 $1,126,822 $1,091,985  

Annual Return on Investment 3.3% 15.4% 12.8% -1.0% 18.98%	

UC BERKELEY FOUNDATION PAYOUT

 2014–15 2013–14 2012–13 2011–12 2010–11 
Annual Payout Policy Rate 4.25% 4.25% 4.25% 4.27% 4.75%		

 Aug–15 Aug–14 Aug–13 Aug–12 Aug–11
Payout ($ thousands) $51,641 $46,358 $40,537 $38,443 $37,676  

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 2014 figure reflects, for example, the total of 
distributions made in the 2014–15 fiscal year.

  Please refer to the enclosed “Berkeley’s Endowment: Powering the World’s Best Public University”  for more information about gift and cost  
recovery fees.

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/. 

As the newest member of the BEMCO board, COLLETTE 

CHILTON ’81 brings more than 20 years of experience 

as a chief investment officer of multibillion-dollar pools 

of capital, including her most recent role at Williams 

 
COLLETTE CHILTON ’81

College. Previously, she oversaw more than $40 billion 

of retirement assets for Lucent Technologies, and 

$30 billion for the Massachusetts Pension Reserves 

Investment Management Board and the Massachusetts 

State Teachers and Employees Retirement Systems. 

Chilton currently serves on the boards of The Investment 

Fund for Foundations and the Center for Private Equity 

and Entrepreneurship at Dartmouth College’s Tuck 

School of Business. She also serves on the investment 

committee for the Edna McConnell Clark Foundation. 

Chilton is a visiting fellow in private equity at the 

Tuck School and serves as a judge for the Investor 

Responsibility Research Center Institute Research Award. 

Chilton holds an M.B.A. from Dartmouth and a B.S. from 

UC Berkeley.


