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FIRM: Verity Asset Management, Inc.

LOCATION: Durham, NC

FIRM TYPE: Investment Management

FOUNDED: 1996
AUM: $300M Gordy Wegwart

CUSTODIAN: Trust Company of America

Verity Asset Management has achieved success
working with independent advisors, individual
investors, and retirement plan platforms by
strategically outperforming the equity markets
over time while protecting capital. “Today’s
employers want their employees to have
retirement success. And a lot of retirement-plan
participants want the ability to appoint their
own discretionary advisors.” - Gordy Wegwart
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“We began to focus on
managing risk. We
realized that our clients
needed us to maximize
the probability of the
investment results, not

merely compete on the

In 1996, Gordy Wegwart and three associates
had a vision: to launch a firm that would bring
better investment management at a lower cost
to the educational retirement plan market
(403(b)) and other middle market retirement
plans. His investment philosophy at that time
relied upon strategic asset allocation: manag-
ing portfolio holdings within fixed allocation
targets, customized to each client. But as eq-
uity valuations continued to rise, increasing
their risk, he reevaluated his strategy, and
started shifting into asset classes demonstrat-
ing more favorable risk/reward profiles. Af-
ter the dot.com crash of 2001 vindicated his
concerns, he completed the transition to an
entirely tactical allocation strategy, in the
process adopting the kind of asset class diver-
sification you’d more frequently see in insti-
tutional portfolios: commodities, real estate,
emerging markets, foreign bonds, Treasury
strips, and even inverse correlating funds.

Because the majority of Verity’s client port-
folios were (and still are) in retirement plans,
Wegwart realized they were more time sensi-
tive—and therefore, more risk sensitive—than
traditional long-term
portfolios. “We began
to focus on managing
risk,” he says. “We re-
alized that our clients
needed us to maxi-
mize the probability of
the investmentresults,
not merely compete
on the basis of com-
parative performance.
Rather than defining
risk simply as a func-

baszs ofcomparatwe tion of historical as-
performance.” set class volatilities,
we realized that fac-
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tors such as unexpected correlation changes
could dramatically affect overall portfolio
risk. In addition, we started looking from a
variety of perspectives at the macro potential
for material price declines in an effort to limit
downside risk and optimize the probability of
favorable outcomes.”

Wegwart assembled a team which started tak-
ing a broader look at the markets: at technical
indicators in addition to fundamental analy-
sis, at economic trends, at systemic risks, and
at how asset classes

were actually correlat-  cpowrH IN ASSETS
OVER THE PAST

2 YEARS:

180%

ing currently. “Even
before 2007, we saw
increas-

market risk

ing,” he says, “even
though market volatil-

ity remained low.”
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Verity's investment
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$300M

$107M

committee adjusted

its portfolios accordingly, and saved their cli-
ents a bundle. The net performance of Verity's
four primary investment strategies tells the
tale: From Oct. 9, 2007, until March 31, 2011,
the Moderate strategy returned 9%; its Core
strategy broke even; Verity’'s Aggressive strat-
egy was down just 3%; and the Sector strategy
returned 28%. Despite the market’s rebound
from massive declines, most major equity in-
dexes - the NASDAQ (+2.29%) excepted - con-
tinued to show losses, with the DJIA still down
3%; the S&P 500 off 8%; and the MSCI EAFE
down 27%. Verity’s goal is not merely to maxi-
mize alpha; it’s more plainly to outperform
the equity markets over time while protecting
capital. And historically, the standard devia-
tions of the firm’s strategies are substantially
below their market bogeys, with equal, and
often better, performance.
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really wanted was to have
their portfolios managed
Jor them. So we were one

of the earliest firms to i,

account management on

In 2005, Verity expanded its vision of high-
quality investment management within retire-
ment plans by introducing open architecture

discretionary man-

“We realized what people 2gement into the

403(b)
at the University
of North Carolina.
“We had been pro-

program

viding allocation
recommendations
plan partici-

pants,” says Weg-

launch participant
p P wart, “but we real-
ized what people

really wanted was

The first challenge for Verity was to be able to
offer its unique style of management in a cost
effective manner to accounts of all sizes on the
retirement platforms they served. Then, as the
firm began to operate within an increasingly
institutional environment, Verity realized it
needed to elevate its performance reporting
to meet the Global Investment Performance
Standards (GIPS). It was no small challenge.

“Always the leading platform, Trust’s technol-

ogy has evolved and kept pace with our needs.
They have been very willing to craft solutions
for us,” says Simonson. “We needed to meet
GIPS verification stan- .
“Always the leading

dards to compete at

an institutional level, platform, Trust’s

. »”
a meanlngful scale. to have their port- and Trust worked with

folios managed for us to implement those technology has
them. So we were one of the earliest firms to reporting standards, Ived dk
launch participant account management on a and all the modeling, evolvea an ept

meaningful scale.”

Like many of the investment portfolio inno-
vations of the past decade, the key to Veri-
ty’s transition to discretionary management
was finding a technology platform that could
handle the firm’s sophistication within the
“We
launched an exhaustive search for a tech-

complexity of retirement platforms.

nology partner,” remembers Amy Simonson,
Verity’s Vice President of Finance and Op-
erations. “Then we stumbled across a press
release for Trust Company of America. When
we made our first call, our Trust contact per-
son said, ‘Let me get on a plane and come see
you. We were floored; that’s an unheard of
level of service for a custodian. Our hands-
on relationship with Trust has been a key
component to developing our strategic plan
and our unique business model. They have
been incredible partners.”

fee billing, and perfor-
mance reporting tools
that they require. We

pace with our needs.

They have been

can now run our full
retail menu on retire-
ment platforms, with solutionsfor us.”
GIPS reporting, open

architecture, and fee transparency. It takes
extremely sophisticated technology to en-
able discretionary management on retirement

platforms.”

In addition to providing services to plan spon-
sors and participants on Trust’s technology
platform, Verity now offers its discretionary
strategies on major retirement platforms such
as Fidelity Investments and TIAA-CREF. In
fact, Verity has been named a charter member
of TIAA- CREF’s new network of independent
RIAs. And in 2010, Verity started offering its in-
vestment services to other independent RIAs,

very willing to craft



particularly within the higher education mar-

ketplace. As you might imagine, this access to

new platforms and markets has begun to have

a significant impact on Verity’s business: Its

asset under management have “

increased some 180%, from Trust has been a

$107 million to $300 million, in

key component to
less than three years.

developing our
As far as Wegwart is concerned, .
this is only the beginning: “We Strateglc plan and

have spent nearly 15 years gyup unique business
identifying and developing the
investment process, technol- model. They have

ogy, ‘and‘systems. req‘ulred. to been incredible
provide high quality discretion-

ary management to retirement partners.”
plan participants on a major

scale,” he says. “And we have pioneered the
delivery of those services, not just with our
own clients, but with retirement platforms
and other advisors that have clients who want
discretionary management. We are very well
positioned to deliver these services on a ma-
jor scale. We believe our capacity in this space
can take us well beyond $1 billion in the next
three to four years.”

ABOUT TRUST COMPANY OF AMERICA

Trust Company of America is the only independent RIA custodian offering fully
integrated, real-time technology and back office services built exclusively for RIAs.
Headquartered in Centennial, Colorado, Trust has been helping RIAs optimize their
portfolios by improving the scale, efficiency and sophistication of their trading for
over 20 years.
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For more information, please call 800-955-7808 or visit www.trustamerica.com. Trust Company of America
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