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Letter from the President 
 

To the Members of the Investment Visiting Committee: 

 
2012 was a positive year for the Blue Hen Investment Club, although the portfolio 

did underperform the S&P 500. Despite this, we did manage to achieve a lower 

standard deviation than the S&P 500, which shows strength in our risk-management 

policies and actions. In order to achieve outperformance in the future, we have begun to 

implement new programs and initiatives to better educate and retain strong talent. 

 

 During the beginning of the 2012 Fall semester, the Executive Board decided to 

employ an advertisement campaign in an effort to recruit the brightest and most 

motivated students in Lerner College. The initiative focused on promoting the club within 

the business school through emails. The result was an overwhelming interest in the 

club. The first meeting attracted over 200 prospective members, significantly more than 

the roughly 30 members who regularly attended meetings in the past. Although this 

amount of interest is a great sign, it was evident that there were simply too many 

members to manage the portfolio. In response, the Executive Board created a multiple 

choice test that was administered after the Education Initiative and awarded voting 

rights to roughly 50 members out of the 100 who took the test. However, everyone was 

still encouraged to attend meetings. This created the challenge of having to balance 

continuously teaching new members how to analyze equities while also discussing 

investment decisions, which diluted the quality of discussions that we were having 

during meetings. 

 

 In order to address this issue, the Executive Board created a separate one-credit 

course offered through the finance department within Lerner College. The course is 

called Portfolio Simulation (FINC 167) and is currently being offered to new members of 

the Blue Hen Investment Club. This class was created as an alternative to the previous 

Executive Board’s Education Initiative. Using this separate course for new members 

enables us to focus on teaching and preparing future club leadership for an entire 
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semester, which allows more club meeting time to be used for actual investment 

decision-making. The course is being taught by the Blue Hen Investment Club Advisor 

and President in order to facilitate strong interaction with the club. We expect to 

maintain this teaching structure going forward. 

 

 Ultimately, these new administrative and management initiatives will enable us to 

focus more time on analysis and investment, while also better preparing the future 

leaders and decision makers of the fund. We are expecting great things from our 

members and our investments. I am confident that we are positioning ourselves for 

strong returns this year. 

 

Sincerely, 

 
Christopher G. Castellini 

President 
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General Information 
 

The Blue Hen Investment Club is a student-run organization within the University 

of Delaware Alfred Lerner College of Business & Economics. Membership is open to all 

University of Delaware students that are willing to make a commitment to managing a 

real portion of the University’s Endowment Fund. 
 

Mission Statement 
 

The mission of the Blue Hen Investment Club is to provide a valuable educational 

experience to its members by allowing them to manage a real dollar investment 

portfolio. By actively taking part in managing the portfolio and listening to guest 

speakers, the members will learn about various aspects of finance and investing. Of 

equal importance are the skills members will develop. Through participating in the 

Club’s weekly meetings and other club related activities, members are able to further 

develop strong analytical, decision making, public speaking, and teamwork skills. 

 

Organizational Structure 
 

The Club is a student run organization in the Alfred Lerner College of Business & 

Economics at the University of Delaware. The Club is led by the Executive Board, 

composed of seven officers: President, Vice-President, Treasurer, Secretary, Initiatives 

Chair, Market Analyst Chair, and Faculty Adviser.  Members of the club are divided into 

the eight sectors of the S&P 500 with a sector head leading each group.  Membership is 

delineated between voting and non-voting members.  An exam was administered in the 

Fall semester to determine which members have voting rights.  Beginning in the Spring 

of 2013, the club offers a one credit class (FINC167).  Members are encouraged to take 

the course as an alternative to the test to gain voting rights. 
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Investment Philosophy 
 
 The Blue Hen Investment Club seeks to outperform the S & P 500 Index on a 

risk-adjusted basis. To achieve this goal the Club takes a value approach to investing 

by identifying undervalued stocks and taking positions in them. This process is 

consistent with a long-term approach to investing. Furthermore, the Club is committed 

to diversifying its portfolio between different sectors to capture the full breadth of 

opportunity in the markets but to also minimize the risk from over-concentration of 

capital. 
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Performance Review 
 

 Dec. 31, 2011 Dec. 31, 2012 % Change 
BHIC $1,091,855 $1,171,062 7.25% 

S & P 500 $1,257.6 $1,426.19 13.41% 
 

2012 was a positive year for equities, the economy, and the Blue Hen Investment 

Club. Despite fiscal worries in Europe, an economic slowdown in emerging markets, 

and severely lagging labor markets, equity markets rallied for the year. During 2012 the 

S & P 500, which the Blue Hen Investment Club uses to benchmarks its performance, 

returned 13.41%. The Investment Club had total returns of 7.25%, lagging the S & P 

500 by 6.16%. The BHIC generated $79,207 in 2012, while an alternative investment in 

the S & P 500 would have returned $146,418. 

 

Sector Returns, May 31, 2010 to December 31, 2010: 
 BHIC S & P 500 

Telecommunication 13.18% 18.30% 
Energy -7.37%% 4.42% 
Utilities -16.73% .95% 

Materials -16.44 14.79% 
Industrials -0.28% 15.03% 

Information Technology 14.17% 14.89% 
Healthcare 11.07% 17.44% 
Financial 23.09% 28.79% 

Consumer Discretionary 1.25% 24.21% 
Consumer Staples 8.76% 10.83% 

 

 

 Treynor Ratio Standard Deviation Beta 
BHIC 0.069 .093 .85 

S & P 500 0.122 .106 1.00 
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Although the Investment Club trailed the S&P 500, this result was anticipated due 

to our lower risk profile than the broad index.  But due to a number of unpredictable 

events and the reduction of the number of securities in the portfolio, the Blue Hen 

Investment Club underperformed the S&P 500. Using the M2 measure of performance, 

the Blue Hen Investment Club underperformed the S&P 500 by -5.5% on a risk-adjusted 

basis. The neutral economic outlook the club adopted for 2012 led to lower beta security 

selections which decreased our standard deviation. 

 

 
 
 
 
 
 
 
 
 
 
 
 

  BHIC S&P 
500 

Absolute Return 7.25% 13.41% 
Standard Deviation 9.3% 10.6% 

Beta 0.85   
Sharpe Ratio 0.63 1.15 
Treynor Ratio 0.07 0.12 
Jensen’s Alpha  0.00   

M2  (Risk-adj Return) -5.528   
Tracking Error 0.73%   

Correlation 93%   
Worst Monthly Return 

(May.) -4.9% -6.2% 

Best Monthly Return 
(Feb./Jan.) 4.4% 4.4% 



University of Delaware Blue Hen Investment Club   

2012 Annual Report   10 

Portfolio Overview 
 

The BHIC performed modestly in 2012 with an absolute return of 7.25%, trailing 

the S&P 500 benchmark by over 6%. This underperformance is as an opportunity for 

improvement, as well as an opportunity to evaluate and learn from the positive and 

negative decisions made over the past year. The BHIC made two major structural 

changes to position the club that affected its short-term performance.  

Historically, the BHIC managed sixty positions across ten sectors.  Sixty holdings 

thinly spread each sector’s allocation. The club elected to reduce our portfolio from an 

average of sixty positions to forty positions. This decision proved to be a tremendous 

consolidation period, while each holding was evaluated on a case-by-case basis. As we 

reduced the average amount of holdings, sector heads focused on new companies that 

qualitatively made sense, had a strong buy rating on our balance scorecard, existing in-

place cash flows, and available growth opportunities. 

 In practice, the decision to consolidate the total size and scale of each position 

in the portfolio had positive and negative tradeoffs. In the short term, portfolio 

maintenance including: allocating capital, reviewing assets, modeling, and completing 

buy-and-sell transactions functionally works as a process. Also, managers can focus on 

each holding and monitor its performance efficiently. The negative tradeoff of fewer 

holdings in the short-term is this overstates negative performance due to idiosyncratic 

risk in the present.   Monster Energy (MNST) and Chesapeake Energy (CHK) were two 

of the portfolio’s worst performers. Monster faced FDA regulatory pressure on a 

concentrated product line located only in the U.S., while Chesapeake Energy’s CEO 

misguided shareholders as a major natural gas utility navigated as a hedge fund unit 

below the surface. The BHIC strongly promotes qualitative evaluation for each current 

and prospective holding to reduce the level of risk each firm contributes to the portfolio. 

Broad portfolio metrics are listed in the Performance Review section. The portfolio is 

93% correlated to the S&P 500 with a standard deviation, Sharpe Ratio and Treynor 

Ratio of 0.85, 0.63, and 0.07 respectively.  The portfolio’s best monthly return was 4.4% 

(4.4% for the S&P) in February and the worst monthly return was -4.9% (-6.2% for the 

S&P) in May.  
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The club’s macroeconomic guidance for 2012 expected the underlying 

benchmark to remain flat over the year.  The club positioned itself for a slow growth 

environment, forecasting the economy would grow in the first half of the year and then 

face stiff headwinds going forward due to the election and budget stalemate. 

 

 

 

 

 

Sector 2012 Weight (%) 2011 Weight (%)  Weight Change  2011-2013 (+/-)
Information Technology 21 17 4
Financials 14 12 2
Health Care 13 15 -2
Energy/Utilities 15 12 3
Consumer Discretionary 12 11 1
Consumer Staples 8 11 -3
Industrials/Materials 11 14 -3
Cash 4 4 0
Telecommunication 2 4 -2

Information Technology, 
21.43 

Financials, 13.65 

Health Care, 12.9 

Energy/Utilities, 15.42 

Consumer Discretionary, 
11.54 

Consumer Staples, 8.06 

Industrials/Materials, 
10.74 

Cash, 4.04 
Telecommunication , 

2.23 

2012 Weight (%) 
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Over the same period, the S&P 500 returned 13.41%. The market rallied as the 

U.S. and European debt crisis subsided, while Democrats regained the Whitehouse. 

Investor sentiment shifted higher midway through 2012 as the market pushed higher 

from 1300 to 1500.  Several areas that outperformed the broader market included: late 

stage biotechnologies, homebuilders, and real estate investment trusts. The club 

anticipates a market-wide pullback where it can reevaluate sectors with similar growth 

prospects.  
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Review of 2012 Actions 
The Investment Club goes through a thorough process before any equity is 

added to or removed from our portfolio. Every semester, each sector evaluates their 

performance and researches new proposals. All proposals must be presented to the 

Club at one of our regular meetings. The Treasurer takes an active role in buy 

proposals, ensuring that the Club has the necessary cash on hand to take a new 

position. Voting takes places after a thorough discussion of the proposal. Two-thirds of 

all present voting members must approve the proposal for the President to authorize the 

action. Here is a list of a few key performers in the year 2012: 
 
Key Performers:     Annualized Return: 
 
Bally Technologies (BYI)*   24.42% 
Whole Foods Market (WFM)   35.02% 
American Tower (AMT)    30.43% 
Monster Beverage (MNST)*   -17.79% 
Chesapeake (CHK) *    -20.94% 
Exelon Corp (EXC)     -27.36% 
*Sold position 
  

Of the acquisitions the Blue Hen Investment Club made in 2012, the six listed 

above were the biggest movers throughout the year. The first stock, Bally Technologies, 

is a long term position we have held in the club. We sold it this past semester, 

capitalizing on a particular large return over the past year and reducing our exposure to 

the gaming industry. This then freed up some cash for us to invest in Starbucks, a 

company in the same sector. 

  

Whole Foods Market is another longer term position we have held for the past 

few years. They have been able to capitalize on the niche market of organic and natural 

foods, and have performed very well for us as a result. This is a position that we still 

currently hold, and will re-evaluate whether it still fits the best interest of the club in the 

coming semester.  
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And the last of our top performers listed above is American Tower Corporation. 

This holding is a real estate investment trust that owns and operates wireless 

communications and broadcast towers across the United States. As demand for 

wireless technology increases we believe this company will continue to perform well in 

the future.  

 One of our worst performers during this time period was Monster Beverage 

(MNST).  This acquisition was made in an effort to add a company which had high 

prospects for growth.  The philosophy behind this transaction was correct, unfortunately 

the club did not exit the position soon enough. The stock took a steep dive after many 

concerns about health issues caused by regular consumption of energy drinks.  Monster 

was hit especially hard because of the fact that over 90% of its revenues come from 

energy drink sales.  On a positive note, this loss was due to an unexpected turn of 

events which escalated quickly rather than the acquisition of a fundamentally poor 

company.  Also, the position did increase by about 12% from its lowest point after the 

club decided to hold it through all of this turmoil.   

 Another poor performer this year was Exelon Corporation (EXC).  Exelon showed 

serious financial weakness this year when it decided to cut its dividend payment to 

shareholders by 41%.  The company’s CEO tried to justify this to shareholders by 

claiming that the $700 million in cash flow this action will generate will be invested into 

new endeavors which will quickly show a return for investors.  However, the market did 

not receive this action as a positive event and the stock price took a sharp dive.  Exelon 

has been struggling since its merger with Constellation Energy but has plans in place to 

rebound and hopes that the price of electricity will rise.  Nevertheless, the club has 

taken significant losses from its holding in this company. 

 The final poor performer which needs to be highlighted is Chesapeake Energy 

(CHK).  This company looked solid financially and seemed to have excellent potential 

for growth.  It was a recommended buy also from the FINC314 honors sections taught 

by club moderator Professor Rich Jakotowicz.  Unfortunately, news was reported about 

corruption from the company’s CEO which was unforeseeable from the club’s 

perspective.  The CEO of Chesapeake was using company funds for investments 

related to activities outside of the firm and did not report this to shareholders.  The stock 
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price dropped dramatically after this news and the club decided to exit the position 

entirely in order to cut the possible losses. 

 As a whole in 2012, there were several excellent performers and also some 

stocks which did not perform well at all.  From our perspective, however, the stocks 

which increased in value were a result of solid financial research and thorough analysis 

by the club.  At the same time, the major part of equities which did not perform well 

were because of sudden, seemingly unpredictable news that the club cannot account 

for due to its fundamental setup.  Positions cannot always be exited on a regular basis 

because of the fact that all decisions must be passed by a 2/3 vote at an official club 

meeting.  We feel confident that the decisions we made were for good reasons and that 

the club will continue to have successful returns in the future. 
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Opportunities in 2013 

 
Economic Outlook 
 
 The stage is set for economic growth in 2013. The second quarter of 2012 was 

quite weak relative to the normal pace of post-recession growth. This prompted the 

Federal Reserve to initiate a third round of quantitative easing, and in January of 2013 

congress signed a bill averting the fiscal cliff.  Greater political certainty should drive 

economic growth in 2013.  Consensus forecasts have GDP growing between 2.0% and 

2.5% in 2013. 

In contrast, the labor market remains bleak. Gains in the labor market have been 

slow, discouraged workers are ceasing to look for jobs, and unemployment remains 

extremely elevated at 8.1%. Job gains are likely to accelerate in 2012, but the 

unemployment rate will remain high. Policy makers are warning that the country may 

not return to the natural rate of unemployment until 2015. 

 Despite a positive outlook for 2013, risks still exist. The unprecedented response 

of the Federal Reserve to the Great Recession has cast in doubt its ability to control 

inflation in the future.  In September of 2012 the Fed announced plans to purchase an 

additional $40 billion in mortgage-backed securities each month for an unknown period 

of time. Prices levels have continued to rise through the last months of 2012. Food and 

energy prices have also been particularly volatile. If significant inflation persists through 

2012 the trend could create significant headwinds for growth. 

 Furthermore, lagging growth in emerging markets and the fiscal crisis in Europe 

could place additional pressure on U.S. markets. A strong performance by the euro 

against the dollar in January 2013 has increased borrowing costs for countries with 

recession risks such as Italy, Portugal, and Spain. Stronger European economies are 

linked to weaker countries due to the multiplicity of bailouts that occurred over the past 

year.  At the same time a lagging economic growth in China and India has creates 

uncertainty for companies who rely on natural resources for production.  In 2013 the 

club hopes mitigate the aforementioned risk by limiting exposure to emerging markets 

and Europe. 
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Portfolio Management 
 

We continue to operate under the three-phase investment model implemented by 

the 2010-2011 Executive Board. The three phases are I) Strategic Allocations, II) 

Implementation, and III) Fund Management. The first two phases involve deciding which 

sectors, and which companies within those sectors, will outperform and then allocating 

our resources accordingly. The third step, Fund Management, is where we monitor our 

portfolio and adjust our investment thesis as needed. Historically the Fund Management 

phase has been the most difficult to execute consistently due to the number of our 

holdings and the extended periods in which we cannot complete any portfolio actions 

(Winter and Summer Break). In order to deal with the first challenge, we have been 

reducing our number of holdings from approximately 60 to around 40. This allows us to 

focus more of our time and attention on each stock and also enables us to avoid 

representing an index fund by being over diversified. In order to address the second 

issue of having limited control during vacations, we are implementing new protocols for 

managing new investments. First of all, we began recording rationale for each 

investment along with a projected hold period during the Fall 2012 semester. In the past 

we had not kept accurate records as to why investments were made, or what our 

specific thesis was. This resulted in holding stocks beyond the scope of our initial 

investment thesis. Consequently, the stocks remained in the portfolio until negative 

press warranted a sale, which is directly contradictory to our value investment 

approach. We are also including target prices that we are expecting our investments to 

achieve over this time horizon as a way to assess our investment performance relative 

to expectations. 

 Ultimately the Blue Hen Investment Club is becoming much more controlled and 

organized in the sense of recruiting and educating new members, and standardizing the 

investment process from acquisition through to the final sale of the stock. We are 

stressing our value approach and maintaining strict parameters for each investment to 

ensure timely executions, which will ultimately add to our returns. The Executive Board 

and all of the members are excited about the future and look forward to achieving 

success in the stock market. 
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Spring 2013 Club Leadership 

 
Executive Board: 
 

Nathaniel Taylor 
Vice President 

nataylor@udel.edu 
Junior 

 
Christopher Castellini 

President 
chris@udel.edu 

Senior 

 
Christopher LeRoy 

Treasurer 
cleroy@udel.edu 

Senior

 
Brad Fitter 

Initiatives Chair 
bfitter@udel.edu 

Junior

 
Christopher Polisano 

Secretary 
polisano@udel.edu 

Senior
 
Market Analysis: 

 
Ian Philbrick 
Team Manager 
iphil@udel.edu 
Senior

 
Faculty Adviser:  

 
Richard Jakotowicz 

Prof. of Finance 
richj@udel.edu 

 
 
Sector Heads:
 

Isiah Vargas 
Information Technology 

imv@udel.edu 
Senior 

 
Frank Carra 

Tom McCartin 
Healthcare 

ftmcarra@udel.edu 
tmc@udel.edu 

Seniors 
 

Dave Sang 
Telecommunication 

daveqsang@gmail.com 
Sophmore 

 
Joe Yeres 

Energy/Utilities 
joeyeres@udel.edu 

Senior

 
Benjamin Bateman 

Financials 
benbate@udel.edu 

Junior 
 

Pierre Dempsey 
Industrials/Materials 
pdemps@udel.edu 

Senior 
 

Seth Rubin 
Consumer Discretionary 

sethrub@udel.edu 
Senior 

 
Zack Keller 

Consumer Staples 
zkeller@udel.edu 

Junior
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