
them to spread their risk across fund
houses, asset classes and regions.
Through the large number of assets
under management, multi-managers
claim they can negotiate cheap fees
with investment houses.

According to the theory, managers of
managers can access the best
performing fund groups in each class
and region and blend them to produce
enhanced returns.

The downside to manager of manager
funds is that as the only investor in the
segregated account, it is not as easy for
a multi-manager to switch from one
underlying manager to another.

A hybrid form of fund has recently
been added to the mix. Skandia
Investment Management, the asset
management arm of insurer Skandia,
has launched multi-manager portfolios
that combine the fund of funds and
manager of managers approaches to try
to capture the advantages of both.

A key point to note is the distinction
between fettered and unfettered fund of
funds. Fettered products only invest in
funds run by the same asset manage-

ment group as the multi-manager fund.
Unfettered products are not obliged to
invest solely in internal funds.

Over the past five years, there has
been a proliferation of multi-manager
funds across Europe, of which fund of
funds are far more prevalent than
manager of managers. There are a
number of ways in which investors
choose between this vast range. The
key differentiators are:
● Performance
● Fees
● Selection and monitoring of
underlying fund managers 

● Construction of the underlying
portfolios.

Laurent Gorgemans, head of fund of
funds business at Fortis Investment
Management in Luxembourg, says the
most important factors he looks at
when choosing products are the multi-
manager’s research processes and the
performance of the vehicle.

“Multi-manager funds have become
harder to manage over the past few
years because of the growth in the
number of funds. In Europe, you have to
choose between about 25,000 funds
now,” he says.
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FUND MEASURED

*   All funds domiciled in Luxembourg, apart from KBC Asset Management’s, which are domiciled in both Belgium and Luxembourg PWM Research

** Source: Standard & Poor’s

“We use both quantitative and
qualitative approaches to selecting
underlying funds and we use
quantitative tools to screen the initial
universe of 25,000 products.”

Fortis uses net asset value as another
filter. “As we cannot invest more than 10
per cent of the portfolio in one fund, we
strip out any funds with assets under
€100m,” explains Mr Gorgemans.

“During the quantitative screening we
divide the funds into asset classes and
investment styles. If we did not
separate them into styles and asset
classes, we would only choose value

managers on the basis of their
performance against growth funds over
the past three years.”

PRODUCT SCRUTINY
The universe of funds is reduced 
further by analysing each product’s
information ratio, the consistency of the
information ratio, tracking error, number
of positive months of returns and the
number of drawdown months. 

Through these analyses, Fortis draws
up a list of about 500 funds.

The qualitative process involves
sending questionnaires to asset

managers, as well as visiting managers
and teams in their offices. “We look at
the risk controls, philosophy, organi-
sation and turnover of employees. We
then give internal ratings to the funds in
each asset allocation, region and style,”
says Mr Gorgemans.

Fortis selects what it believes are the
best funds in each asset class, region
and style for its multi-manager port-
folios. The weightings are dependent on
Fortis’s current asset allocation view. 

Mr Gorgemans argues that by
constructing portfolios in this way,
Fortis, which has three fund of funds

A SELECTION OF MULTI-MANAGER FUNDS
ISSUER NUMBER OF ASSETS UNDERLYING WHERE THE FUNDS PERFORMANCE (WITH S&P RANKING**) INITIAL MANAGEMENT COMMISSION

SUB-FUNDS* IN FUNDS INVESTMENTS ARE SOLD 1 yr to 2 yrs to  3 yrs to CHARGE FEE
5/5/03 5/5/03 5/5/03

ADIG 5 €250m Equities Luxembourg ALSA-Portfolio Chance –35.49% (113) –46.51% (94) –57.71% (78) 1.5–3% 0.6–1.3% 0.05% a year
Investment/ and bonds Benchmark: Dax Xetra 30 –38.85% –51.35% –60.35%

Cominvest

Activest/ 11 €318m Equities and Austria, Activest GlobalChoice 1 –33.89% (105) –43.38% (82) N/A 0–5% 0.40–1.90% Negotiable
HypoVereinsbank balanced Germany, Benchmark: S&P Global 1200 –29.49% –39.96% N/A

Luxembourg

Allianz 42 €1.5bn Equities Austria, France, dit-Allianz Horizont Eq. Glob. –32.54% (83) –43.9% (84) –52.45% (57) 0–5% 0.5–1.5% Negotiable
Dresdner and bonds Germany, Italy Benchmark: S&P Global 1200 –29.49% –39.96% –47.27%

Netherlands, Spain,
Switzerland, UK

Crédit 4 €361m Equities, Benelux ING Multicolor Blue EUR –4.32% (14) –5.24% (12) –3.26% (4) Up to 3% Up to 1.6% None
Européen/ bonds and Benchmark: Asset Allocation –7.2% –8.63% –8.77%

ING indices Global Defensive Sector

DGZ-DekaBank 8 €10.06bn Equities, Germany, DekaStruktur: 3 Chance –24.7% N/A N/A 2% None Up to 0.7%
bonds, Luxembourg Benchmark: S&P Global 1200 –29.49% N/A N/A

property,
cash

Deutsche Bank/ 27 €1.04bn Equities, Germany, DWS Best Select Global 1 –29.19% (38) –38.82% (43) –49.48% (35) 4% 1.35–1.6% Negotiable
DWS bonds and Luxembourg Benchmark: S&P Global 1200 –29.49% –39.96% –47.27%

property

Dexia 6 €1.25bn Equities and Luxembourg Dexia Emerging Funds Global –31.41% (71) –29.33% (18) –48.42% (27) None 0.25% Up to 6%
Group balanced Benchmark: S&P/IFCI Composite –29.1% –20.56% –39.04%

Fortis 22 €809m Equities and Luxembourg, Fortis L FdofFd Eq World C –32.13% (78) –43.21% (80) –52.66% (59) 2.5–8% 0.5–1.6% Up to 4%
Investment bonds Netherlands, Benchmark: S&P Global 1200 –29.49% –39.96% –47.27%

Management Belgium

KBC Asset 22 €3.63bn Cash, bonds, Belgium KBC Life Invest Top 5 Sectors –32.48% (82) –48.59% (98) –61.56% (83) 0.25–3% 0.4–1.2% Negotiable
Management property, Benchmark: S&P Global 1200 –29.49% –39.96% –47.27%

equities and
indices

Union 3 €147.2m Equities Luxembourg, Dinvest –20.18% (24) –23.28% (22) –19.74% (13) None 0.6–1.6% None
Bancaire Switzerland Benchmark: S&P Global 1200 –29.49% –39.96% –47.27%

Privée

‘Multi-manager

funds have become

harder to manage

over the past few

years because of 

the growth in the 

number of funds’
Laurent Gorgemans, Fortis




