MEGA RETURNS FOR MEGA
ENDOWMENTS IN 2021

Colin Hatton, Consultant, Endowments and Foundations

The latest fiscal year presented many challenges for colleges and universities as they navigated in-

person learning in a COVID world and the possibility of lower enrollment. Yet, financial markets provided

fair winds and following seas with higher educational endowments posting record returns.

Again, mega endowments led with many of the same
themes we saw in recent years. Accommodative
fiscaland monetary policies, coupled with the vaccine
rollout and a reopening economy, provided a fertile
environment for growth-oriented assets. The higher
allocations of these mega endowments to private
markets and their longstanding relationships with
top-performing, capacity-constrained managers—
often out of the reach of their less-endowed
brethren—helped drive performance. While most
endowments are united in their purpose of providing
support to their institution

resources and access to blue-chip managers vary

in perpetuity, their

widely by institution. In many cases, this is driven
by size. The wealthier endowments, with an average
value of $8.8 billion, have a significantly different
profile, compared to the average fund size of $146
million in the Investment Metrics’ endowment and

foundation universe (E/F universe).

Benefitting from their scale, mega endowments
have tended to top their endowment/foundation
peers on the performance
performance gap was immense in 2021 with the
mega endowments outperforming the E/F universe

league tables. This

by nearly 10 percentage points in the fiscal year
ended June 30, 2021. Over this period, the median
endowment returned 36.8% (net of fees) versus
Investment Metrics’ 27.3% (net of fees).

Washington University in St. Louis topped the list
for this past year with an impressive 65.1% return.

2021 FISCALYEAR ENDOWMENT PERFORMANCE
(12-MONTHS ENDING JUNE 30, 2021)

Return Asset
(%) ($B)

1 Washington U. in St. Louis 65.1 15.3
2 Bowdoin College 57.4 2.7
3 Vanderbilt University 571 10.9
4 Duke University 55,8 12.7
5 Mass. Institute of Tech. 55.5 274
6 Brown University 51.5 6.9
7 University of Virginia* 49.0 14.5
8 Princeton University 46.9 46.9
9 Wellesley College 46.5 3.2
10 Dartmouth College 46.5 8.5
1" Boston College 46.4 3.8
12  Claremont McKenna Col. 43.3 1.2
13  Carnegie Mellon Univ. 42.6 &1
14  UNC Investment Fund 42.3 5.1
15  Cornell University 41.9 10.0
16  Michigan State 41.7 819
17  University of Rochester 41.7 3.7
18  University of Pennsylvania 41.1 20.5
19  Boston University 41.0 3.4
20 Yale University 40.2 42.3
21 Stanford Management Co. 40.1 41.9
22  Univ. of Arkansas Fdn, 40.1 2.6
23 lowa State University Fdn. 39.4 1.3
24  NC State Investment Fund 39.3 1.6
25  Tufts University* 38.7 3.4

*Returns are Gross of Fees
Source: Investment Metrics, respective endowment press releases
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https://nepc.com/institutional/2021-higher-ed-survey/
https://www.invmetrics.com/

CIO Scott Wilson credits market beta with driving
a large portion of the overall portfolio returns. He
also highlighted the focus on emerging markets
and co-investments alongside existing managers.
Wilson shared that private markets, which account
for around 40% of the portfolio, returned 82%, well
ahead of the CA Global All PE Index’s 55%. The public
equity portfolio’s returns were nearly as strong at
73%", but were even more impressive on a relative
basis, outperforming the MSCI ACWI by 33%. The
investment office states a preference to partner with
managers building concentrated portfolios with a
greater ability to produce higher relative returns.
Despite the success, Wilson is looking to remain
disciplined and will focus on rebalancing the portfolio
to maintain the risk profile. Notably, the university is
putting the record-setting gains to work, announcing
that it will no longer consider applicants’ ability to
pay in the undergraduate admissions process.

In recent years, we theorized that large endowments
were generally outperforming their smaller peers due
to higher allocations to private markets. For FY 2021,
this remains the driving factor. At the start of this year,
endowments with more than $1 billion in assets under
management had a 10.8% allocation to venture capital
and 13.6% to other private equity, significantly higher
than the 3.0% and 6.7% allocations, respectively, for
all endowments.
with the exceptional performance of private venture
capital (+86.6%) and private equity (+55.1%) make it
is easy to understand why the mega endowments
sailed past their smaller peers in 2021. In addition, the
mega endowments continue to benefit from mature
private-market programs that are typically out of
the J-Curve and their relationships with capacity-
constrained managers.

These higher allocations coupled

At NEPC, we continue to assess the trends of the
largest and top-performing funds. In the past fiscal
year, higher allocations to private markets and access
to top-tier managers have been major contributors of
" McElhaney, Alicia. “Emerging Markets, Concentration, and Co-

Investments Powered
Washington University’s Record-Breaking Year”

Return Asset
(%) ($B)

Univ. of Minnesota Fdn. 38.7
27  University of Chicago 37.6 11.6
28 University of Kansas 37.1 2.2
29  Univ. of Colorado Fdn. 36.8 2.6
30 Pennsylvania State Univ. 36.6 6.2
31  William & Mary 36.8 1.3
32 Rice University 36.0 8.1
33  Tulane University 35.8 1.4
34 Colgate 35.8 1.3
35 UTIMCO Permanent Fund 35.2 30.6
36  University of Washington 35.1 4.7
37 UTIMCO Long-term Fund 35.0 19.2
38 Lehigh University 34.5 2.1
39 University of lllinois Fdn e 2.6
40 LRJ:é‘;n‘g CA Board of 337 19.0
41 Harvard University 33.6 3.2
42  Univ. of Tennessee System 33.4 1.3
43  Univ. of CA San Fran. Fdn. 33.2 2.9
44  University of Cincinnati 32.6 1.8
45  Columbia University 32.3 14.4
46  University of Nebraska 2.3 1.7
47 XS\I,V of lowa Center for 31.9 14
48 Case Western Reserve Univ. BilflS 2.4
49 Clemson University Fdn. 31.3 1.0
50 Syracuse University 30.8 1.8
51 Berea College 29.8 1.6
52 LsJysi;/:r;sity of Missouri 29.6 29
53 Ohio State University 29.2 2.0
54  Univ. of Wisconsin-Madison 28.7 4.0
55  Univ. of Oregon Foundation 28.6 1.2
56  University of lllinois System 277 1.1

Inv. Metrics All E&F Median 27.3 N/A
57  Univ. Syst. of Maryland Fdn. 27.2 1.9
58 ?(;i;ona State University 24.9 13

*Returns are Gross of Fees
Source: Investment Metrics, respective endowment press releases

Institutional Investor, 4 Oct. 2021, https://www.institutionalinvestor.com/article/

b1twd0pcbqg7tp2/Emerging-Markets-Concentration-and-Co-Investments-Powered-Washington-University-s-Record-Breaking-Year.
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ONE-YEAR BENCHMARK RETURNS (PERIODS ENDING JUNE 30, 2021)

Private Equity (CA VC Index) 86.6%
Small Cap US Equity (Russell 2000)
Private Equity (CA Global ALL PE)
Commodities (Bbg Commodity Index)
EM Equity (MSCI EM)

Large Cap US Equity (S&P 500)

Global Equity (MSCI ACWI)

Non-US Developed Equity (M SCI EAFE)
Hedge Funds (HFRI Composite)

Credit (Bbg Barclays HY)

Real Estate (NCREIT ODCE Net)

US Core Bonds (Bbg Barc. Agg.) -0.3%
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success for endowments2. While valuations are elevated, we believe that private markets will continue
to provide an illiquidity premium relative to public markets and can play an important role in client
portfolios. We recommend clients remain disciplined in their private market commitments and carefully
consider manager and strategy implementation in the process. NEPC’s nearly 60-person strong research
team works tirelessly to identify and gain access to the best managers. To learn more about how we can
help you build and assess your portfolio, please contact your NEPC consultant.

IMPORTANT DISCLOSURES

Past performance is no guarantee of future results.

All investments carry some level of risk. Diversification and other asset allocation techniques do not ensure profit
or protect against losses.

This memo should not be considered customized investment advice. Please contact NEPC for advice specific to
your investment program.

The information in this report has been obtained from sources NEPC believes to be reliable. While NEPC has
exercised reasonable professional care in preparing this report, we cannot guarantee the accuracy of all source
information contained within.

The opinions presented herein represent the good faith views of NEPC as of the date of this report and are subject
to change at any time.

22020 NACUBO-TIAA Study of Endowments, Difference between dollar weighted average allocation of >$1B Endowments and
Equal Weighted average allocation of all institutions.
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