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10 years of partnership with
Vescore by Vontobel.
A highly successful cooperation.

Victor Bemmann
Head of Portfolio Management at
Universal-Investment-Luxembourg S.A.

Universal-Investment and Vescore by Vontobel
Asset Management have been offering
Risk OverlayPLUS, an overlay based on tactical
signals, for 10 years now. In an interview with
Tim Habicht from industry medium Fundview,
Victor Bemmann, Head of Portfolio Management
at Universal-Investment-Luxembourg S.A., and
Dr. Daniel Seiler, Head of Vescore / Multi Asset by
Vontobel Asset Management AG, explain how the
two companies combine their strengths to create
a successful product, why risk management
is a growth market and why transparency and
trust are crucial.
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> Vescore and Universal-Investment have been
working together and offering a risk overlay
based on tactical signals for 10 years now.
How did this cooperation come about?

the whole concept to clients as well as understand both
the mathematical models and the operational aspects. If
they can deliver on both, they will also be able to gain
clients’ trust.

Dr. Daniel Seiler: It was, and still is, important that our
competencies complement each other. At Vescore we have
developed models that enable us to make predictions and
generate tactical signals with a high degree of accuracy.

> What are the main reasons among your clients
for choosing a risk overlay with tactical signals,
i.e. Risk OverlayPLUS?

Victor Bemmann: On the one hand, the state-of-the-art
Victor Bemmann: Universal-Investment provides the whole
risk assessment and the administrative management of
infrastructure, puts the processes into practice
the risk overlay by Universal-Investment.
and enables the implementation of highly
On the other, the tried-and-tested,
complex portfolios. We are also responsible
profit-generating signals that make the
for assessing the risk of these portfolios as
risk overlay a more attractive product
’’We have combined the
well as for the entire risk budget allocation.
and thereby create value for our clients.
core competencies of both Risk OverlayPLUS is a rounded, transparent
Vescore provides the tactical signals. These
two complementary core competencies have companies for 10 years now solution, even though two companies are
worked together very well. We have combined
involved in the product.
and have provided
the core competencies of both companies for
significant added value for Dr. Daniel Seiler: One should also take into
10 years now and have provided significant
investors in the process.’’
added value for investors in the process.
account that a client with substantial assets is
handing a great deal of responsibility over to
Victor Bemmann
the service provider. This is why you need the
> What were the biggest challenges
sound and secure investment processes that
you faced at the start of your
are part of the DNA of Universal-Investment.
cooperation?
In addition, at Vescore we can create added
Dr. Daniel Seiler: When two companies cooperate, there are
value, for example, by providing tactical signals for a market
always some interfaces that have to be managed. Both sides
re-entry after a correction. We share these quantitative decisions
need to understand each other’s culture. It is also important
transparently with the client rather than encasing them “in a
for the success of the cooperation that the various teams and
black box”.
investment processes get off to a smooth start. This worked
very well in our case.
> How does Risk OverlayPLUS work?
Let me emphasise that we were not, and still are not, the sole
Victor Bemmann: To clarify in advance: we refer to all our
provider of overlays in the market. There is a certain degree of
overlay approaches as modular overlays. Compared with a
competition with other providers. When we set out we did not
“pure” risk overlay, which focuses strictly on hedging effects,
have a single client, which, as you can imagine, required a
Risk OverlayPLUS also allows us to employ tactical signals to
considerable amount of commitment and trust on all sides,
actively
manage risk budgets in various risk modules rather
including from our respective management boards.
than
using
a deterministic approach. Risk budgets are only
The overlay market is a complex one that focuses on a very large
portion of the client’s portfolio. At the
transferred when the receiving risk module
shows at least a neutral signal. The better
outset it was also unclear whether the product
the signal, the more easily another portion
“overlay management with tactical signals”
of the budget can be gradually released for
would catch on.
’’… at Vescore we
investment purposes. The emphasis here is
At the time, our employees had to master, as
can create added
on the intelligent allocation of risk budgets
they do now, both the operative and theoretical
value by, for example,
using tactical signals.
side of the business as well as be able to explain
providing tactical signals
the set-up of the risk overlay to the investor as
clearly as possible. In order to acquire a high
Dr. Daniel Seiler: Exactly. Tactical signals are
for a market re-entry
level of customer satisfaction you therefore
the fine-tuning component. Whether you
after a correction.’’
need a considerable amount of expertise.
are talking about signal-based limits for
risk budgets or signal-based risk budget
Dr. Daniel Seiler
> ... and a great deal of trust too?
release. If, for example, different risk modules
indicate different trends, i.e. one module
Victor Bemmann: True. An overlay is one of
indicates a negative trend and the other
the most complex products imaginable. Employees at both
a positive one, risk budget transfers are made to avoid further
companies therefore have to be able to communicate
hedging. In other words, hedging only takes place if necessary.
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> So you can tailor Risk OverlayPLUS to each
client’s requirements?

> … and do you plan to focus purely on the
German market?

Victor Bemmann: Correct. It is also very important that we
are able to do this. Underlying portfolios differ from client to
client. Also, risk budgeting is always specific to a client’s
appetite for risk. This in turn also influences the impact of
tactical signals: can I, the investor, risk re-entering the market
and at what level? All of this has to be customised and mapped
out in various processes.

Victor Bemmann: No, not necessarily. We see Risk OverlayPLUS
at least as a central European topic. From a historical
point of view, of course, it has its roots in the DACH
(German-speaking) region where a “safety first” attitude tends
to prevail. International interest in the kind of expertise we
have been developing is now growing, however. This is
because pension funds and insurance companies outside
the DACH region are also finding it increasingly difficult to
achieve appropriate returns. We see strong growth potential
in Europe for this very reason. Expert knowledge of the
legal, regulatory and operative structures of the individual
markets is a pre-requisite. It will not be possible to simply
replicate an existing German market product in another
European market. But we definitely do not rule out
expanding our current offering to other European markets.

> Is it, due to changing market conditions, becoming
increasingly difficult for investors to manage the
“scarce commodity” of risk more efficiently and
more successfully?
Dr. Daniel Seiler: Absolutely. Overlay management and the
systematic management of risk are becoming increasingly popular
with investors. It should be an integral part of asset management.
And because it is an extremely complex product, using external
know-how is highly recommended.

> Despite changes at the corporate
level, the partnership has lasted.
What is the basis for this successful
cooperation?

Victor Bemmann: I totally agree. In addition,
when we launched Risk OverlayPLUS 10 years
’’Strategically, we
ago, the interest rate environment was
are constantly refining
completely different. In the past, it was easier
Dr. Daniel Seiler: The main reason is that
we have a perfect combination of skills. Our
to achieve return targets with a more defensive
our risk overlay and
team always works well together, relishes in
risk profile. In current market conditions, however,
aim to make it the
joint success, and always takes a fresh look at
a target return of three to four percent requires
leading
product
of
its
existing structures.
a significantly higher allocation in riskier assets.
kind in the market.’’
Investors are not willing to embark on such a
potentially winding path without the support of
Victor Bemmann: I would like to add
Dr. Daniel Seiler
risk management. This is why Risk OverlayPLUS
that we have built a foundation of honesty,
transparency and trust. It does not matter
and systematic risk management will play an
whether owners or certain structures
increasingly crucial role for investors in the
change.
The
values
I have just mentioned endure and, looking
future. In this respect: the market is out there and it will
forward,
will
continue
to form the core of our cooperation.
continue to grow assuming that we do not see an increase in
interest rates in the medium term at least.
Thank you for the interview.

> What are your strategic goals for Risk OverlayPLUS
over the next few years against this backdrop?
Dr. Daniel Seiler: Risk OverlayPLUS is definitely in a growth
market and I could imagine that we might reach an overlay
volume of more than 100 billion euros in the next 10 years.
Strategically, we are constantly refining our risk overlay and
aim to make it the leading product of its kind in the market.
We do not just see ourselves as a service provider but also as
a reliable and expert partner for investors.

THIS INTERVIEW TOOK PL ACE IN DECEMBER 2020.
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