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Market performance Q3 2018 

• Even with the escalation of US-China trade war in Q3 2018, 
the US economy continued to grow strongly along with the 
rest of the world, leading global equity markets higher.  
 

• The US Fed raised rates for the 3rd time this year to 2.25%, 
keeping bond returns subdued and leading to slight gains in 
the US dollar.  
 

• Emerging Market equities have been the biggest 
underperformer as developed market Central Banks 
continue to tighten monetary policy. With 10 year US 
Treasury Bond yields above 3%, foreign investors are less 
inclined to take risk in emerging markets pulling money out 
and locking in the higher risk-free treasury yield. 
 

• Movement in UK Equities and Pound Sterling continue to 
be dominated by Brexit developments as the UK now has 
less than 6 months to seal a deal with the EU. 
 

• In commodities, Gold was the biggest underperformer as 
the global economy expanded steadily in the quarter, 
reducing the demand for safe haven assets. 

Source: Bloomberg, Copia Capital Management 
All numbers expressed in GBP 
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UK GDP grows slowly 
• UK GDP continued to expand 1.2% YoY, little changed from previous quarter, but slower than last year. The slowing 

growth could be attributed to businesses  holding off investment till there is more clarity on Brexit. 
 
• Brexit negotiations continue to be the focus as there is still very little clarity on whether the UK would leave the EU with 

a final deal in place or not and what the final deal would be like if there is one. Some businesses and banks are following 
through with their contingency plans leading to increased cost and lower profits. 
 

• On the positive side, unemployment rate in the UK remained at 4%, lowest since 1975. There is a slight pick up in wage 
growth as business are finding it harder to find skilled labour. 

Source: Bloomberg, Copia Capital Management 
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UK Inflation holds steady 
• UK Inflation held steady at 2.7% but the expected rate of inflation implied from the 5yr breakeven rate continues to be 

around 3%, implying that markets are not expecting inflation to ease off anytime soon. 
 

• Oil prices reached a new 3-year high ($80 Brent), raising prospects of higher inflation going forward, increasing pressure 
on the Bank of England to consider raise rates. 
 

• Equities are a preferred choice of an asset class for a steady and rising inflation outlook as higher inflation is being driven 
by tighter labour market signalling a growing economy. Bonds tend to be least favoured as interest rates start to move 
higher. 

Source: Bloomberg, Copia Capital Management 
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Higher interest rates across the yield curve 
• Growing inflationary pressures around the world have pushed bond yields higher over the previous quarter as Central 

Banks continue to reiterate future interest rate hikes. 
 

• UK bond yields rose by 20 bps from last quarter taking the UK 10 year gilt yield to 1.7%. The yield curve continues to be 
‘normal-shaped’, indicating a positive outlook for the economy. 
 

• The Bank of England have cited that if the economic data is in line with their expectations, they will continue with the 
ongoing monetary tightening stance, but if UK fails to secure a Brexit deal, the BOE could potentially cut rates to prevent 
the economy from going into a recession. 

Source: Bloomberg, Copia Capital Management 
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The Fed Rate Hikes continue with a hawkish undertone 

• The US Fed followed through with its guidance and raised rates by 0.25% lifting the Fed Fund Rate to 2.25% and 
reiterated another rate hike for this year.  
 

• The forward guidance as shown in the figure below remains unchanged from last quarter as the Fed expects rates to be 
at 3.25% in 2019 and 3.5% in 2020 and 2021. 

Source: Bloomberg, Copia Capital Management 
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Net ETF Fund Flows by asset class 

US, Global and Japanese Equities were the favoured asset classes as they saw net new ETF flows of more than $300 
Billion combined, while weakening fundamentals in Europe has led to investors pulling out of European equities. 
 
Even with increased trade tensions, net flows continue to be in ETFs as investors have tended to prefer this route over 
mutual funds. 

Source: Bloomberg, Copia Capital Management 
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Risk barometer 

• Based on our proprietary Prediction Algorithm the Copia Risk Barometer is now reading +0.31 as of 30-Sep-2018, compared to 
+0.50 on 30-Jun-2018. The Risk Barometer score is on the border of the Green and Amber zone indicating the global economic 
outlook may slip from a positive to a neutral value. 

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. 

+0.50 
As of  30-Jun-2018 

+0.31 
As of 30-Sep-2018 



Copia Risk Barometer (Long Term) 

13 Source: Copia Capital Management 



Copia Risk Barometer (last 12m) 

14 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



15 

Market performance  
Macro update 

ETF Flows  
Risk barometer 

Portfolio performance 
Outcome charts 

 



Volatility Focus performance table 

16 

3 M 6 M 1 Yr 3 Yr

Since 

Inception

(28-Oct-2013)

1 Yr 

Volatility

Year 1

30-Sep-14 

to 30-Sep-15

Year 2

30-Sep-15 

to 30-Sep-16

Year 3

30-Sep-16 

to 30-Sep-17

Year 4

30-Sep-17 

to 30-Sep-18

Model 1 -0.3% 0.4% 0.4% 4.4% 6.7% 1.3% 1.2% 1.2% 5.1% -1.1% 0.4%

Model 2 -0.2% 0.6% 0.6% 5.6% 6.3% 1.3% 1.3% 0.4% 6.3% -1.3% 0.6%

Model 3 -0.8% 0.4% 0.6% 7.8% 12.9% 2.5% 2.0% 1.8% 6.9% 0.2% 0.6%

Model 4 -0.6% 1.2% 1.3% 11.4% 17.9% 3.4% 2.6% 2.4% 8.5% 1.4% 1.3%

Model 5 0.0% 3.2% 3.0% 14.6% 20.5% 3.9% 4.1% 2.1% 8.4% 2.7% 3.0%

Model 6 0.3% 4.0% 3.9% 15.8% 22.1% 4.1% 4.4% 2.8% 7.2% 3.9% 3.9%

Model 7 1.2% 5.4% 5.6% 19.8% 26.3% 4.9% 4.9% 2.5% 7.7% 5.3% 5.6%

Model 8 2.3% 6.4% 6.6% 22.4% 28.6% 5.2% 5.1% 2.6% 7.6% 6.7% 6.6%

Model 9 1.8% 6.5% 6.7% 25.0% 31.4% 5.7% 5.6% 2.5% 8.5% 8.0% 6.7%

Model 10 2.5% 7.2% 7.4% 25.8% 31.7% 5.8% 5.6% 2.0% 8.7% 7.7% 7.4%

Copia Volatility Focus

Cumulative Returns Since 

Inception

(28-Oct-2013)

(Annualized)

Discrete Returns

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)

1 Yr 

Volatility

Year 1

30-Sep-17 to 

30-Sep-18

Cautious 0.3% 2.9% 2.8% #N/A 3.2% 1.7% 3.7% 2.8%

Moderate 1.5% 5.7% 5.5% #N/A 8.9% 4.6% 4.6% 5.5%

Balanced 2.2% 7.0% 7.1% #N/A 13.6% 6.9% 5.4% 7.1%

Growth 3.1% 8.5% 8.3% #N/A 16.1% 8.1% 6.2% 8.3%

Equity 3.7% 9.8% 9.6% #N/A 19.3% 9.7% 7.0% 9.6%

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

Copia Select



Retirement Income performance table 

18 

Discrete

3 M 6 M 1 Yr 3 Yr

Since 

Inception

(28-Feb-2017)

Since 

Inception

(28-Feb-2017)

(Annualized)

1 Yr 

Volatility

Year 1

30-Sep-17 to 

30-Sep-18

RP1/3-10Y 0.0% 1.5% 1.5% #N/A 1.0% 0.6% 2.2% 1.5%

RP1/11-15Y 0.1% 2.3% 2.0% #N/A 1.6% 1.0% 3.2% 2.0%

RP1/16-20Y 0.0% 2.5% 2.5% #N/A 2.2% 1.4% 3.9% 2.5%

RP1/20-25Y+ 0.5% 2.8% 2.5% #N/A 2.6% 1.6% 3.9% 2.5%

RP2/3-10Y 0.0% 2.6% 1.8% #N/A 1.6% 1.0% 3.5% 1.8%

RP2/11-15Y 0.3% 3.9% 3.0% #N/A 2.8% 1.7% 4.7% 3.0%

RP2/16-20Y 0.7% 4.3% 3.5% #N/A 3.5% 2.2% 4.9% 3.5%

RP2/20-25Y+ 1.2% 4.6% 3.6% #N/A 3.9% 2.5% 4.8% 3.6%

RP3/3-10Y 0.5% 4.3% 2.8% #N/A 2.9% 1.8% 5.0% 2.8%

RP3/11-15Y 0.6% 5.1% 3.5% #N/A 3.7% 2.3% 5.8% 3.5%

RP3/16-20Y 1.5% 5.9% 4.2% #N/A 4.8% 3.0% 5.8% 4.2%

RP3/20-25Y+ 1.9% 6.2% 4.4% #N/A 5.2% 3.2% 5.8% 4.4%

RP4/3-10Y 1.3% 6.7% 4.5% #N/A 4.9% 3.1% 6.7% 4.5%

RP4/11-15Y 1.6% 7.0% 4.7% #N/A 5.4% 3.4% 6.9% 4.7%

RP4/16-20Y 1.9% 7.2% 4.9% #N/A 5.8% 3.6% 6.9% 4.9%

RP4/20-25Y+ 2.3% 7.5% 5.3% #N/A 6.2% 3.8% 6.8% 5.3%

RP5/3-10Y 3.5% 9.2% 6.6% #N/A 7.8% 4.8% 7.5% 6.6%

RP5/11-15Y 3.7% 9.4% 6.7% #N/A 7.8% 4.9% 7.6% 6.7%

RP5/16-20Y 3.2% 9.0% 6.4% #N/A 7.6% 4.7% 7.5% 6.4%

RP5/20-25Y+ 2.9% 8.8% 6.1% #N/A 7.2% 4.5% 7.6% 6.1%

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)

1 Yr 

Volatility

Year 1

30-Sep-16 

to 30-Sep-17

Year 2

30-Sep-17 

to 30-Sep-18

First Trust 1.6% 5.5% 5.9% #N/A 41.5% 14.6% 6.3% 18.1% 5.9%

Dorsey Wright 1.6% 2.5% 1.8% #N/A 37.4% 13.3% 7.7% 18.4% 1.8%

Discrete

Copia Smart Beta

Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates
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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 30 September 2018 



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 30-Jun-2015 to launch date (31-Oct-2016). Live data is used from 1-Nov-2016 to Present 

Outcome analysis as at 30 September 2018 



Retirement Income: outcome chart 

23 

For illustration only 
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates. 
Performance includes simulated performance from 30-Jun-2013 to launch date (28-Feb-2017). Live data is used from 1-Mar-2017 to Present 

Outcome analysis as at 30 September 2018 



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 30-Jun-2015 to launch date (13-Mar-2016). Live data is used from 14-Mar-2016 to Present 

Outcome analysis as at 30 September 2018 



Disclaimer  
 
Some figures and numbers in this document are based on Copia’s simulation data. Figures relating to simulated performance are not a reliable 
indicator of future. 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 and taken 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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