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Market performance Q1 2018 

After a strong finish to 2017, equity markets suffered 
extreme volatility in Q1 2018. The primary drivers of 
poor performance in global stock markets were 
prospects of increased interest rate hikes, concerns 
about reduced growth from Tech companies as they 
could get more regulated and a potential fully-fledged 
trade war between the US and China. 

 
Within the Equities asset class, the UK was the worst 
performer in the quarter, down 7.2% on additional 
Brexit uncertainty concerns, while Emerging Markets 
lost the least (2.3%) as growth in EM is expected to be 
the strongest amongst all economies.  

 
The US Fed raised interest rates by 0.25% taking the Fed 
Fund rate up to 1.75% under the new Fed Chairman 
Jerome Powell. The Fed cited a strengthening economic 
outlook and raised its growth forecast for 2018 and 
2019. 
 
Global bond markets failed to provide respite during 
the equity market rout as prospects of increased 
interest rate hikes have dampened investor demand for 
bonds. UK bonds were an exception as yields remained 
unchanged over the quarter. 

Source: Bloomberg, Copia Capital Management 
All numbers expressed in GBP 
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UK growth remains modestly strong 

UK GDP continued to expand by 1.5% on annualised basis, driven primarily by service industries and resilient consumer 
spending. 
 
Developments in Brexit negotiations have added a bit more clarity as the UK and EU have agreed to a transition phase 
of 2 years from March 2019, allowing the UK to smoothly withdraw from the EU.  
 
The unemployment rate in the UK remained at its 42-year low of 4.3% with Business Confidence at a 1 year high as 
manufacturing and factory orders picked up and employment grew at the fastest pace since mid-2014. 

 

Source: Bloomberg, Copia Capital Management 
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Macro update: inflation 
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Inflation at a 5 year high 
UK Inflation eased off in February coming down to 2.7% from the previous 3%, giving the Bank of England much 
needed respite and reducing the pressure to further raise interest rates. 
 
The UK 5 year Breakeven rate continued to remain at 3% indicating inflation is likely to remain high and sticky over the 
next 5 years. A rally in commodity prices especially Crude Oil trading over $60/bbl has led to increased inflation 
expectations while appreciation of pound sterling vs major currencies is helping ease the inflationary pressures.  
 
The global economy expanding at a modest pace and stable inflation outlook make a case for investing in equities, as 
they act as a natural inflation hedge protecting real purchasing power, while bonds tend to be least favoured. 

Source: Bloomberg, Copia Capital Management 
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Macro update: rates 
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A flatter but normal shaped yield curve 
As Central Banks around the world indicate gradual interest rate hikes in the near future to combat inflationary 
pressures, yields across all maturities have moved higher. 

 
The shorter end of the yield curve have has moved up by 30 bps over the quarter as the bond markets price the 
upcoming interest rate hikes while the longer end of the yield curve, which is a proxy of long term inflation, has moved 
upward very little, making the yield curve a bit flatter compared to Q4, 2017. 

 
A flatter yield curve indicates bond markets are pricing in lower future inflation and slower growth going forward. 
Nonetheless the curve still remains upward sloping supporting a positive outlook for UK equity markets and showing 
little to no signs of an impending recession. 

Source: Bloomberg, Copia Capital Management 
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Macro update: Fed 
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The Fed Rate Hikes continue 

The US Fed followed through with its guidance and raised rates by 0.25% lifting the Fed Fund Rate to 1.75% and have 
not changed their guidance for 2018, citing two more rate hikes for the year but have stated that they could do one 
more if needed. 
The Fed increased its rate projection for the year 2020 to 3.5% in its Mar-18 FOMC meeting from the previous 3.25% 
projected during its Dec-17 FOMC meeting.  
As the US Tax reform starts to take effect, the Fed have expressed concerns about overheating of the economy, 
justifying an increased interest rate outlook. 

Source: Bloomberg, Copia Capital Management 
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Risk barometer 

Based on our proprietary Prediction Algorithm the Copia Risk Barometer is now reading +0.16 as of 31-Mar-2018, compared to 
+0.67 on 31-Dec-2017. Although the fundamental growth outlook still remains stable, the Risk Barometer score is now in the 
Amber zone indicating neither a positive nor a negative outlook to equities in the near future with continued volatility. 

The Risk Barometer is a measure of economic outlook across asset classes. 
 
A score of -1.0 indicates an extremely poor economic outlook, which is accompanied by a high probability of negative 
returns in risky asset classes like equities. These periods are typically recessionary periods in the business cycle.  
The Risk Barometer tilts our portfolios away from equities during such periods. 
 
 
A score of 0 indicates a neutral economic outlook with almost equal probability of positive and negative returns in risky 
asset classes like equities. The Risk Barometer maintains a balance between equities and other asset classes during such 
periods. 
 
 
A score of +1.0 indicates an extremely positive economic outlook, which is accompanied by a high probability of positive 
returns in risky asset classes like equities. These periods are typically expansionary periods in the business cycle. The Risk 
Barometer tilts our portfolios towards equities during such periods. 

+0.67 
As of 31-Dec-2017 

+0.16 
As of 31-Mar-2018 



Copia Risk Barometer (Long Term) 

11 Source: Copia Capital Management 

-1.0

-0.8

-0.6

-0.4

-0.2

0.0

0.2

0.4

0.6

0.8

1.0

C
o

p
ia

 R
is

k 
B

ar
o

m
e

te
r 

Sc
o

re

Risk Barometer



Copia Risk Barometer (last 12m) 

12 Source: Copia Capital Management 
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Volatility Focus performance table 
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3 M 6 M 1 Yr 3 Yr

Since 

Inception

(28-Oct-2013)

Year 1

31-Mar-14 to 

31-Mar-15

Year 2

31-Mar-15 to 

31-Mar-16

Year 3

31-Mar-16 to 

31-Mar-17

Year 4

31-Mar-17 to 

31-Mar-18

Model 1 -0.6% -0.1% -0.4% 2.6% 6.2% 1.4% 3.2% 0.7% 2.3% -0.4%

Model 2 -0.6% 0.0% -0.2% 2.9% 5.6% 1.2% 2.8% 0.2% 2.9% -0.2%

Model 3 -1.3% 0.1% 1.1% 2.2% 12.4% 2.7% 8.9% -3.9% 5.2% 1.1%

Model 4 -1.5% 0.0% 1.1% 3.8% 16.4% 3.5% 10.5% -4.5% 7.5% 1.1%

Model 5 -2.7% -0.2% 1.6% 3.7% 16.8% 3.6% 10.6% -5.6% 8.2% 1.6%

Model 6 -2.9% -0.1% 1.7% 4.0% 17.4% 3.7% 11.3% -7.0% 9.9% 1.7%

Model 7 -3.2% 0.2% 2.4% 5.1% 19.9% 4.2% 12.2% -8.1% 11.7% 2.4%

Model 8 -3.3% 0.3% 2.8% 6.2% 20.9% 4.4% 12.5% -8.7% 13.1% 2.8%

Model 9 -3.6% 0.2% 2.8% 8.1% 23.4% 4.9% 12.6% -8.2% 14.6% 2.8%

Model 10 -3.7% 0.2% 2.8% 7.7% 22.9% 4.8% 12.5% -8.5% 14.5% 2.8%

Copia 

Volatility 

Focus

Since 

Inception

(28-Oct-2013)

(Annualized)

Discrete

Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates



Select performance table 
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Discrete

3 M 6 M 1 Yr 3 Yr

Since 

Inception

(31-Oct-2016)

Since 

Inception

(31-Oct-2016)

(Annualized)

Year 1

31-Mar-17 to 

31-Mar-18

Cautious -2.2% -0.1% -1.0% #N/A 0.3% 0.2% -1.0%

Moderate -3.3% -0.3% -0.2% #N/A 3.0% 2.1% -0.2%

Balanced -3.9% 0.1% 1.1% #N/A 6.1% 4.3% 1.1%

Growth -4.6% -0.3% 0.9% #N/A 7.0% 4.9% 0.9%

Equity -5.0% -0.2% 1.7% #N/A 8.7% 6.1% 1.7%

Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates

Copia Select



Retirement Income performance table 
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Discrete

3 M 6 M 1 Yr 3 Yr

Since 

Inception

(28-Feb-2017)

Since 

Inception

(28-Feb-2017)

(Annualized)

Year 1

31-Mar-17 to 

31-Mar-18

RP1/3-10Y -1.4% 0.1% -0.73% #N/A -0.5% -0.5% -0.7%

RP1/11-15Y -2.2% -0.3% -1.21% #N/A -0.7% -0.6% -1.2%

RP1/16-20Y -2.5% 0.0% -0.96% #N/A -0.4% -0.3% -1.0%

RP1/20-25Y+ -3.0% -0.3% -0.85% #N/A -0.2% -0.2% -0.9%

RP2/3-10Y -2.8% -0.7% -1.39% #N/A -1.0% -0.9% -1.4%

RP2/11-15Y -3.5% -0.9% -1.62% #N/A -1.0% -1.0% -1.6%

RP2/16-20Y -3.8% -0.7% -1.39% #N/A -0.8% -0.7% -1.4%

RP2/20-25Y+ -4.1% -1.0% -1.15% #N/A -0.6% -0.6% -1.1%

RP3/3-10Y -4.1% -1.4% -2.00% #N/A -1.4% -1.3% -2.0%

RP3/11-15Y -4.6% -1.5% -2.03% #N/A -1.3% -1.2% -2.0%

RP3/16-20Y -4.8% -1.5% -1.72% #N/A -1.0% -1.0% -1.7%

RP3/20-25Y+ -4.9% -1.6% -1.59% #N/A -0.9% -0.9% -1.6%

RP4/3-10Y -5.5% -2.1% -2.54% #N/A -1.7% -1.5% -2.5%

RP4/11-15Y -5.7% -2.2% -2.32% #N/A -1.4% -1.3% -2.3%

RP4/16-20Y -5.7% -2.2% -2.25% #N/A -1.3% -1.2% -2.2%

RP4/20-25Y+ -5.7% -2.1% -2.16% #N/A -1.3% -1.2% -2.2%

RP5/3-10Y -6.2% -2.4% -2.33% #N/A -1.4% -1.3% -2.3%

RP5/11-15Y -6.3% -2.5% -2.45% #N/A -1.5% -1.3% -2.4%

RP5/16-20Y -6.1% -2.4% -2.32% #N/A -1.3% -1.2% -2.3%

RP5/20-25Y+ -6.2% -2.5% -2.52% #N/A -1.5% -1.3% -2.5%

Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates

Copia 

Retirement 

Income



Smart Beta performance table 
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3 M 6 M 1 Yr 3 Yr

Since 

Inception

(14-Mar-2016)

Since 

Inception

(14-Mar-2016)

(Annualized)

Year 1

31-Mar-16 to 

31-Mar-17

Year 2

31-Mar-17 to 

31-Mar-18

First Trust -3.6% 0.4% 5.7% #N/A 34.1% 15.4% 25.0% 5.7%

Dorsey Wright -4.1% -0.7% 4.0% #N/A 34.1% 15.4% 27.7% 4.0%

Copia Smart 

Beta

Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates

Discrete
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Volatility Focus: outcome chart 
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For illustration only 
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates. 

Outcome analysis as at 31 March 2018 

1 2 3 4 5 6 7 8 9 10

Lower Limit 1.5% 2.5% 3.0% 3.5% 4.0% 4.5% 5.0% 5.5% 6.0% 6.5%

Higher Limit 2.5% 5.0% 7.7% 9.9% 12.1% 14.3% 16.4% 18.8% 20.9% 22.8%

Expected Level 2.0% 3.8% 5.4% 6.7% 8.1% 9.4% 10.7% 12.2% 13.5% 14.7%

Actual - 36 Month 2.0% 2.4% 4.7% 5.9% 7.3% 7.9% 8.3% 8.9% 9.2% 9.5%

Actual - 12 month 1.5% 1.5% 2.4% 2.8% 4.2% 4.4% 4.9% 5.3% 5.8% 5.9%
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Select: outcome chart 
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For illustration only 
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates. 
Performance includes simulated performance from 31-Mar-2015 to launch date (31-Oct-2016). Live data is used from 1-Nov-2016 to Present 

Outcome analysis as at 31 March 2018 
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Retirement Income: outcome chart 
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For illustration only 
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates. 
Performance includes simulated performance from 31-Mar-2013 to launch date (28-Feb-2017). Live data is used from 1-Mar-2017 to Present 

Outcome analysis as at 31 March 2018 
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Smart Beta: outcome chart 
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For illustration only 
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates. 
Performance includes simulated performance from 31-Mar-2015 to launch date (13-Mar-2016). Live data is used from 14-Mar-2016 to Present 

Outcome analysis as at 31 March 2018 
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Disclaimer  
The performance shown represents the results of the model portfolio managed by Copia Capital Management. Copia model performance and 
comparisons are shown gross and take no account of the Novia platform charge or Copia Capital Management charge. Individual investor 
performance will differ due to factors specific to the investors account, trading drag and charges and the effect of Platform, Investment 
management and Adviser charges.  
  
This illustrative document is intended for investors where advice has been given by Advisers. The value of investments may go down as well as up, 
investors may not get back the amount invested, figures quoted relate to the past and past performance is not a reliable indicator of future. Models 
are prepared in accordance with tolerance to risk and not client circumstances and information is from given sources to be reliable and accurate, 
which Copia cannot warrant for accuracy or completeness. 
 
Copia is a trading name of Novia Financial plc. Novia Financial plc is a limited company registered in England & Wales. Register Number: 06467886. 
Registered office: Cambridge House, Henry Street, Bath, Somerset, BA1 1JS. Novia Financial plc. is authorised and regulated by the Financial Conduct 
Authority. Register Number: 481600 
© Copia Capital Management 2017 All Rights Reserved 
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