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Market performance Q4 2018 
• Q4 gave 2018 a volatile ending with major equity markets 

clocking in negative returns for the year. The shift in 
expectations from synchronised global growth to 
synchronised global slowdown due to prospect of trade 
wars and rising interest rates. 
 

• The US Fed raised interest rates for the 4th time in 2018 to 
2.50%, however, expecting just two further interest rate 
hikes now during 2019 down from three. Bonds ended flat 
for the year, despite the selloff in equity markets.  
 

• The ECB ended quantitative easing in December as 
expected and has indicated monetary tightening going 
forward. The Italian government agreed to reduce its 
Budget deficit plan to 2.04%, which triggered a rally in its 
government bonds and European assets in December. 

 
• The confidence and fears about Brexit are still well reflected 

in the strength of sterling. The Pound hit a 20-month low in 
December as the Brexit deal is expected to be voted down 
in the parliament. 
 

• Among all assets, Gold was the biggest winner as the 
volatility returned to the global markets in the quarter, 
increasing 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 1.5% YoY in the third quarter, improved from 1.4% in June. However, the November data 

showed an economic slowdown with a large drop in the car manufacturing industry. As Brexit approaches, the UK GDP is 
expected to decline in 2019. 
 

• The withdrawal agreement signed with EU has not yet gained the final approval of the UK parliament. The concerns of 
the future UK and EU trading relationships will impose risks on firms and exporters. 
 

• By October, UK had created 79,000 jobs in three months, which exceeded estimates. Unemployment rate stayed at 4.1% 
with a rise in participation rate. 

Source: Bloomberg, Copia Capital Management 



Macro update: inflation 
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UK Inflation slows down 

• UK Inflation rate slid to 2.3% YoY compared to 2.7% in September, falling to a 20-month low while wage growth 
accelerated, supporting the growth of real incomes. However, the expected rate of inflation implied from the 5yr 
breakeven rate continues to be around 3%, implying that markets are not expecting inflation to decrease further over 
time. 
 

• The plunge in crude oil prices over Q4 ($61 Brent) due to oversupply, provided a big buffer for inflation. The Bank of 
England maintained rates at 0.75% with no plan for further hikes before Brexit reaches a clearer stage. 
 

Source: Bloomberg, Copia Capital Management 
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Flattening yield curve  

• Growing concern of an impending economic recession has flattened the yield curve, resulting in the 2y - 10y yield spread 
decrease to 20bps from 50bps compared to Q3 2018.  
 

• UK bond yields dropped by 30 bps from last quarter, taking the UK 10 year gilt yield to 1.4%.  

Source: Bloomberg, Copia Capital Management 
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The Fed rate hikes with a dovish undertone 
• The US Fed followed through with its guidance and raised rates by 0.25% in December lifting the Fed Fund Rate to 

2.50%, but trimmed the projected number of hikes down to two from three for 2019.  
• During December, parts of  the yield curve were inverted, with the short-dated yields higher than longer-dated, as bond 

markets expect a weaker future economic outlook for the US.  
• The forward guidance as shown in the figure below indicates one less hike in 2019 compared to September projections, 

projecting the rate at 3.0% in 2019, 3.25% in 2020 and 2.75% in long run. 

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

• US Equities, Global Equities and US Fixed Income were the favoured asset classes as they saw net new ETF inflows of 
more than $100 Billion combined over three months, while weakening fundamentals in Europe has led to investors 
pulling out of European equities and money market. 
 

• Even with increased volatility in global economy, net flows continue to be in ETFs as investors have tended to prefer this 
route over mutual funds. 

Source: Bloomberg, Copia Capital Management 



11 

Market performance  
Macro update 

ETF Flows  
Risk barometer 

Portfolio performance 
Outcome charts 

 



Copia Risk Barometer 

Based on our proprietary Prediction Algorithm the Copia Risk Barometer is now reading -0.53 as of 31-Dec-2018, compared to +0.31 
on 30-Sep-2018. The risk barometer moved down from the border of the Green and Amber zone to the Red zone, indicating that the 
global economic outlook is now negative. 

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. 

Copia Risk Barometer 

+0.31 
As of 30-September-2018 

-0.53 
As of 31-December-2018 
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Copia Risk Barometer (Long Term) 

Source: Copia Capital Management 13 



Copia Risk Barometer (last 12m) 

Source: Copia Capital Management 14 
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3 M 6 M 1 Yr 3 Yr

Since 

Inception

(28-Oct-2013)

1 Yr 

Volatility

Year 1

31-Dec-14 

to 31-Dec-15

Year 2

31-Dec-15 

to 31-Dec-16

Year 3

31-Dec-16 

to 31-Dec-17

Year 4

31-Dec-17 

to 31-Dec-18

Model 1 0.2% -0.1% 0.0% 4.2% 6.9% 1.3% 1.2% -0.2% 3.6% 0.6% 0.0%

Model 2 0.1% -0.1% 0.2% 5.3% 6.5% 1.2% 1.3% -1.1% 4.4% 0.7% 0.2%

Model 3 -1.5% -2.2% -2.3% 3.4% 11.2% 2.1% 1.9% 1.5% 2.3% 3.4% -2.3%

Model 4 -3.0% -3.6% -3.3% 4.3% 14.3% 2.6% 3.1% 2.3% 3.7% 4.0% -3.3%

Model 5 -5.1% -5.1% -4.7% 3.9% 14.4% 2.6% 5.4% 3.5% 2.4% 6.4% -4.7%

Model 6 -5.8% -5.6% -4.9% 4.3% 15.0% 2.7% 6.1% 4.0% 2.3% 7.2% -4.9%

Model 7 -6.8% -5.7% -5.0% 6.7% 17.7% 3.2% 7.1% 3.6% 3.8% 8.2% -5.0%

Model 8 -8.2% -6.0% -5.5% 7.3% 18.1% 3.3% 8.4% 4.0% 4.4% 8.7% -5.5%

Model 9 -9.4% -7.8% -7.0% 7.7% 19.0% 3.4% 9.4% 4.2% 5.9% 9.3% -7.0%

Model 10 -10.3% -8.1% -7.4% 7.2% 18.2% 3.3% 10.1% 3.9% 5.6% 9.6% -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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3 M 6 M 1 Yr 3 Yr

Since 

Inception

(31-Oct-2016)

Since 

Inception

(31-Oct-2016)

(Annualized)

1 Yr 

Volatility

Year 1

31-Dec-16 to 

31-Dec-17

Year 2

31-Dec-17 to 

31-Dec-18

Cautious -0.9% -0.7% -0.3% #N/A 2.3% 1.0% 3.5% 3.1% -0.3%

Moderate -3.9% -2.5% -1.7% #N/A 4.7% 2.1% 5.1% 6.1% -1.7%

Balanced -6.6% -4.5% -4.0% #N/A 6.1% 2.8% 6.9% 9.0% -4.0%

Growth -7.6% -4.8% -4.3% #N/A 7.3% 3.3% 8.2% 10.1% -4.3%

Equity -9.2% -5.8% -5.2% #N/A 8.4% 3.8% 9.9% 12.1% -5.2%

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

Copia Select

Discrete



Select Plus performance table 
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Discrete

3 M 6 M 1 Yr 3 Yr

Since 

Inception

(31-Oct-2017)

Since 

Inception

(31-Oct-2017)

(Annualized)

1 Yr 

Volatility

Year 1

31-Dec-17 to 

31-Dec-18

Cautious -1.9% -1.5% -0.7% #N/A -0.1% 0.0% 4.0% -0.7%

Moderate -5.6% -4.6% -3.2% #N/A -2.5% -2.1% 6.5% -3.2%

Balanced -8.6% -7.4% -5.9% #N/A -4.8% -4.1% 8.5% -5.9%

Growth -10.0% -8.3% -7.1% #N/A -6.0% -5.2% 9.6% -7.1%

Equity -12.3% -10.4% -8.7% #N/A -7.3% -6.3% 11.6% -8.7%

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

Copia Select Plus



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)

1 Yr 

Volatility

Year 1

31-Dec-17 to 

31-Dec-18

RP1/3-10Y -1.0% -0.9% -0.9% #N/A 0.0% 0.0% 1.9% -0.9%

RP1/11-15Y -1.9% -1.8% -1.9% #N/A -0.3% -0.2% 2.9% -1.9%

RP1/16-20Y -1.8% -1.8% -1.9% #N/A 0.3% 0.2% 3.3% -1.9%

RP1/20-25Y+ -1.8% -1.3% -2.0% #N/A 0.8% 0.4% 3.3% -2.0%

RP2/3-10Y -2.1% -2.1% -2.4% #N/A -0.6% -0.3% 3.2% -2.4%

RP2/11-15Y -3.4% -3.1% -3.3% #N/A -0.8% -0.4% 4.5% -3.3%

RP2/16-20Y -3.5% -2.8% -3.1% #N/A -0.1% -0.1% 4.7% -3.1%

RP2/20-25Y+ -3.3% -2.2% -3.0% #N/A 0.5% 0.3% 4.6% -3.0%

RP3/3-10Y -3.7% -3.2% -3.6% #N/A -0.9% -0.5% 4.9% -3.6%

RP3/11-15Y -4.3% -3.8% -4.1% #N/A -0.8% -0.4% 5.7% -4.1%

RP3/16-20Y -4.7% -3.3% -4.0% #N/A -0.2% -0.1% 6.1% -4.0%

RP3/20-25Y+ -4.8% -3.0% -3.9% #N/A 0.2% 0.1% 6.2% -3.9%

RP4/3-10Y -5.7% -4.5% -4.9% #N/A -1.1% -0.6% 7.2% -4.9%

RP4/11-15Y -5.7% -4.1% -4.9% #N/A -0.5% -0.3% 7.3% -4.9%

RP4/16-20Y -5.6% -3.9% -4.6% #N/A -0.2% -0.1% 7.4% -4.6%

RP4/20-25Y+ -5.9% -3.7% -4.5% #N/A -0.1% -0.1% 7.7% -4.5%

RP5/3-10Y -6.5% -3.2% -4.2% #N/A 0.7% 0.4% 9.2% -4.2%

RP5/11-15Y -6.1% -2.7% -3.7% #N/A 1.2% 0.7% 9.2% -3.7%

RP5/16-20Y -6.2% -3.2% -4.0% #N/A 0.9% 0.5% 8.9% -4.0%

RP5/20-25Y+ -6.5% -3.8% -4.6% #N/A 0.3% 0.2% 8.9% -4.6%

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

31-Dec-16 

to 31-Dec-17

Year 2

31-Dec-17 

to 31-Dec-18

First Trust -9.4% -8.0% -7.9% #N/A 28.1% 9.3% 9.0% 15.4% -7.9%

Dorsey Wright -12.9% -11.6% -14.4% #N/A 19.6% 6.6% 11.0% 16.8% -14.4%

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 

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

Outcome analysis as at 31 December 2018 

22 



Select: outcome chart 

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

Outcome (risk-return) analysis as at 31 December 2018  

23 



Select: outcome chart 

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-Dec-2015 to launch date (31-Oct-2016). Live data is used from 1-Nov-2016 to Present 
Available CPI data has been used as a comparator for real returns. CPI data for Dec 2018 is currently unavailable and not shown. 

Outcome (3 year cumulative return) analysis as at 31 December 2018 
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Select: outcome chart 

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-Dec-2015 to launch date (31-Oct-2016). Live data is used from 1-Nov-2016 to Present 
Available CPI data has been used as a comparator for real returns. CPI data for Dec 2018 is currently unavailable and not shown. 

Outcome (3 year annualised return) analysis as at 31 December 2018 
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Retirement Income: outcome chart 

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-Dec-2013 to launch date (28-Feb-2017). Live data is used from 1-Mar-2017 to Present 

Outcome analysis as at 31 December 2018 
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Smart Beta: outcome chart 

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

Outcome analysis as at 31 December 2018 
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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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