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other Financial updates
harvard’s friends remained supportive during the fiscal year ended last June 30. 
Vice president for alumni affairs and development Tamara Elliott Rogers announced 
in September that donors had given $596 million, just $6 million shy of the fiscal 
2009 total. The Faculty of Arts and Sciences (FAS) exceeded its goal of $40 million 
for unrestricted, current-use funds, she noted. The business and medical schools also 
had good years, as did the Kennedy School—bolstered by a $20.5-million gift from 
the Rajawali Foundation to support policy research and education in Asia. The figures 
reflect cash gifts during the year, plus payments on earlier pledges. The mix of gifts 
between current use and endowment funds will appear in Harvard’s annual financial 
report.

That report was to be published in mid October, after this magazine’s press dead-
line. Also likely to be reported are faculty members’ responses to an early-retire-
ment incentive program offered last December; their decisions, due June 30, were 
subject to a recision period. (Of the 180 individuals in five faculties qualifying for the 
offer, 127 are from FAS.)

For detailed reports on the University’s annual financial disclosure and the retire-
ments, visit harvardmagazine.com. 

for HMC’s portfolio—
where they were among 
the better performing 
holdings), with only a 
few percent invested 
in real assets (typically 
almost onequarter of 
HMC’s allocation—and 
this year, the only seg
ment where it recorded 
losses). Among peers, 
Columbia reported a 17 
percent investment gain, 
Penn 13 percent, Dart
mouth 10 percent, and Brown and MIT 
both 10.2 percent. Among schools with 
portfolios most comparable to HMC’s, 
Yale gained 8.9 percent and Stanford 14.4 
percent.

According to Mendillo’s report, in
vestments in U.S. equities returned 17.1 
percent and those in developedmarket 
international equities 12.9 percent—both 
comfortably ahead of benchmark returns. 
Investments in emergingmarket equities 
returned 17.6 percent, below benchmark 
returns. (Each of these three publicequi
ty classes is assigned an 11 percent weight 
in the policy portfolio.)

Privateequity investments were the 
strongest segment in absolute terms, up 
16.2 percent. Although Mendillo indicated 
that the policyportfolio weightings for 
fiscal 2011 will not change, her report in
dicates a more nuanced view of this asset 
class. “Private equity bears a mention of 

its own,” she wrote. “Harvard has benefit
ed from being an early participant in the 
privateequity arena, and we have a strong 
team in this area and many important re
lationships with a number of the best 
privateequity and venturecapital inves
tors in the world. However, the field of 
private equity has become more and more 
crowded—with capital, with managers, 
and with investors—over the last decade. 
Our expectations…are that returns will be 
more muted going forward.” Accordingly, 
although HMC expects to maintain “a 
meaningful level of exposure,” those pri
vateequity holdings will be entrusted to 
a smaller roster of “our highest conviction 
[investment] managers.”

Returns on highyield investments (re
ported within the “absolute return” cat
egory) were 19.6 percent, somewhat be
low benchmark results. That implies that 
hedgefund managers’ results—the larger 

part of absolutereturn in
vestments—exceeded their 
benchmark, but Mendillo’s 
report does not provide a fig
ure. 

Real assets produced in
vestment losses, re flecting the 
continued weakness in com
mercial real estate—a seg
ment where HMC’s results 
trailed market benchmarks. 
Naturalresources invest
ments (such as timber and 
agricultural land) yielded a 

“relatively low” nominal return, Mendillo 
wrote, but abovemarket results; commod
ities returns, she said separately, were nil.

Fixedincome returns (excluding high
yield bonds, as noted) were driven by 
abovemarket results in HMC’s internally 
managed funds, Mendillo wrote. Her re
port did not categorize returns for the 
domestic, foreign, and inflationindexed 
bond segments.

Finally, the policy portfolio now allo
cates 2 percent of total assets to cash. (In 
prior years, HMC borrowed up to 5 per
cent of its total holdings, using leverage 
to boost returns; this strategy was obvi
ously unhelpful when financial markets 
declined sharply.) In a year with positive 
investment returns but nearzero interest 
rates on cash instruments, such an alloca
tion would have depressed HMC’s over
all results slightly. But the fund managers 
have the opportunity to deviate from the 
policy portfolio to some degree, and, Men
dillo said subsequently, HMC in fact was 
fully invested during fiscal 2010. Making 
cash a formal category within the policy 
portfolio, she said, imposed a useful disci
pline on the money managers, who have to 
be very clear about their reasons for vary
ing from the model parameters, as they 
identify opportunities to do so during the 
year for tactical investment reasons.

Mendillo called the year “a success
ful one for the Harvard endowment” and 
HMC. She cited the value added in returns 
that exceeded market benchmarks; im
provements in the organization through 
hiring of new skilled personnel; and 
changes that “more closely aligned HMC 
with the University,” after the harrowing 
months in late 2008 and early 2009 when 
longterm investments were out of synch 
with Harvard’s urgent need for cash. She 
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asset Class hMC Return Benchmark  difference Weight in
  Return   Policy Portfolio

Public equities 15.8% 15.2% 0.6% 33%
Private equity 16.2 13.3 2.9 13
Absolute return* 15.2 12.3 2.9 18
Real assets** (2.7) (4.7) 2.0 23
Fixed income 8.5 7.2 1.3 11
Total endowment*** 11.0 9.4 1.6

*Includes high-yield bonds
**Includes real estate (9 percent), commodities, and natural resources
***The policy portfolio also includes a 2 percent allocation to cash.




