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Market performance Q3 2019

• The third quarter of 2019 was a volatile one with equity 
markets eking out minor gains across most geographical 
regions. Investors remain on edge as trade disputes and 
geopolitical frictions have become key drivers of the 
economy and markets. This uncertainty is denting 
corporate profits and business confidence.

• Bond yields have stabilised and stopped dropping as 
investors have priced in 2 more interest rate cuts by the US 
Fed and further monetary easing by the ECB. The Bank of 
England continues to monitor Brexit developments and 
may cut rates to limit downside risk and support the 
economy if the UK does leave the European Union on the 
31st of October. 

• Gold was the best performer over a 1 year period as 
investors pile into it as a safe haven position, hedging 
against a slowdown in equity markets.

• Pound Sterling continued to be volatile during Q3 due to 
the weakening economic growth and as a no deal Brexit  
continues to be highly likely. 

Source: Bloomberg, Copia Capital Management
All numbers expressed in GBP
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UK GDP growth decelerating

• UK economy expanded at 1.3% for the year ending in June 2019, 0.5% lower compared to the growth rate for previous quarter. 
The growth data for Q2 showed a contraction of 0.2% QoQ. The sliding growth rate was mainly affected by the worsening 
manufacturing sector and the slump in business investments, due to Brexit and trade war uncertainties. 

• The UK manufacturing PMI dropped to 47.4 in August, contracting at the fastest rate in seven years with the business confidence 
standing at a record low level. 

Source: Bloomberg, Copia Capital Management



Macro update: inflation
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Strong labour market with accelerating wage growth

• UK Inflation rate fell to 1.7% in August, mainly contributed by the lower prices in Summer sales.  Although the UK inflation is 
currently subdued, the expected rate of inflation implied from the 5yr breakeven rate increased to 3.3%. The market is expecting a 
high level of inflation over the next five years, given that the supply costs are likely to rise if the UK departs from the EU.

• UK unemployment remained at 3.8% in the three months from May to July 2019, the lowest since 1974. The average earnings is 
growing at the fastest pace since 2018, at an annual rate of 4%. However, the BoE continued to hold the interest rate unchanged 
until further clarities on Brexit.

Source: Bloomberg, Copia Capital Management



Macro update: rates
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Longer term yields fall inverting the UK yield curve 
• Yield curve inverted and flattened further at the end of Q3. The spread between 2Y and 10Y bonds declined to the negative 

territory compared to a positive 21bps at the end of Q2. However, Mark Carney said the yield curve inversion is not a positive 
signal for the UK economy.

• UK bond yields dropped again by about another 40bps from last quarter across all maturities, taking the UK 10 year gilt yield to
0.64%. 

Source: Bloomberg, Copia Capital Management



Macro update: Fed
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Fed accommodative stance and hinted more rate cuts
• The US Fed cut the Fed fund rate in July and September together by 50bps , taking the federal funds target rate down to 2.00%. 

Although policymakers are divided whether there should be further rate cuts, the Fed now takes an accommodative stance and is
open to another cut if it is necessary to prevent the recession. 

• US yield curve has been inverted for several months with the 10Y yield now standing at 1.63%, still below the 3month yield of
1.76%, sending a powerful sign of an impending recession by the bond market.

• The forward guidance as shown in the figure below indicates no more rate cuts in 2019 and 2020, projecting the rate staying at 
2.00%. However, the Fed Fund futures market is pricing in 2 more rate cuts taking the Fed Fund rate down to 1.5% by the end of 
2019.

Source: Bloomberg, Copia Capital Management
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ETF Flows
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Net ETF Fund Flows by asset class
• US Equities ETFs saw the largest inflow of $42.4bn over three months, followed by the Fixed Income, which  continued to be the 

favoured asset classes with net new inflows across all regions exceeding $40 Billion combined. New investments were also seen
in Japan Equities and Alternatives ETFs while assets invested in European, Global and Asian Equity ETFs decreased in Q3 2019.

• With an increasing risk of a global recession, ETFs remained the preferred route for investors investing in both risk and safe-
haven assets.

Source: Bloomberg, Copia Capital Management
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Copia Risk Barometer

Note: The Risk Barometer score varies between -1.0 and +1.0. 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. A score of 0 indicates a neutral economic outlook with almost equal probability of positive and
negative returns in risky asset classes. 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.

Copia Risk Barometer

+0.33
As of 30-June-2019

12

+0.18
As of 30-September-2019

Primary drivers for the Risk Barometer:

• US Fed projections and bond market pricing: As the Yield curve across the US, UK, EU continues to stay inverted, the bond 
markets continue to price an impending recession. 9 out of 10 times in the history of financial markets a recession has 
followed within a 3 year period once the yield curve has inverted. A negative signal from bonds picked up by the Risk 
Barometer.

• Neutral Equity Market Momentum: Global stock markets are witnessing increased volatility due to uncertainties around the 
US-China trade war and its impact on equities. Equities are currently extremely sensitive to negative and positive news flow 
with investors not fully selling out equities but positioning defensively within the equities space. A neutral signal picked up 
by the Risk Barometer.

• Credit Spreads: Credit spreads continue to remain tight indicating no signs of stress in the corporate bond market. A 
positive signal picked up by the Risk Barometer.

• Overall: Mixed signals are being picked up by the Risk Barometer and is currently indicating a neutral economic outlook.



Copia Risk Barometer (Long Term)

Source: Copia Capital Management 13
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Copia Risk Barometer (last 12m)

Source: Copia Capital Management 14
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Volatility Focus performance table

16As at 30 September 2019

3 M 6 M 1 Yr 3 Yr

Since 

Inception

(28-Oct-2013)

1 Yr 

Volatility

Year 1

30-Sep-15 

to 30-Sep-16

Year 2

30-Sep-16 

to 30-Sep-17

Year 3

30-Sep-17 

to 30-Sep-18

Year 4

30-Sep-18 

to 30-Sep-19

Model 1 1.8% 2.5% 3.5% 2.8% 10.5% 1.7% 1.6% 5.1% -1.1% 0.4% 3.5%

Model 2 2.0% 2.7% 3.8% 3.1% 10.4% 1.7% 1.7% 6.3% -1.3% 0.6% 3.8%

Model 3 2.6% 5.2% 5.2% 6.0% 18.8% 2.9% 3.4% 6.9% 0.2% 0.6% 5.2%

Model 4 2.5% 5.5% 4.6% 7.4% 23.3% 3.6% 4.4% 8.5% 1.4% 1.3% 4.6%

Model 5 2.4% 6.1% 4.4% 10.4% 25.9% 4.0% 6.8% 8.4% 2.7% 3.0% 4.4%

Model 6 3.1% 7.2% 5.0% 13.4% 28.2% 4.3% 7.4% 7.2% 3.9% 3.9% 5.0%

Model 7 3.3% 7.7% 5.1% 16.9% 32.8% 4.9% 8.2% 7.7% 5.3% 5.6% 5.1%

Model 8 3.6% 8.2% 4.4% 18.8% 34.3% 5.1% 9.6% 7.6% 6.7% 6.6% 4.4%

Model 9 3.4% 8.9% 4.3% 20.2% 37.1% 5.5% 10.8% 8.5% 8.0% 6.7% 4.3%

Model 10 3.5% 9.1% 3.9% 20.2% 36.9% 5.4% 11.6% 8.7% 7.7% 7.4% 3.9%

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

17As at 30 September 2019

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

Year 2

30-Sep-18 

to 30-Sep-19

Cautious 4.2% 8.1% 11.1% #N/A 14.7% 4.8% 4.4% 2.8% 11.1%

Moderate 4.3% 9.2% 10.7% #N/A 20.6% 6.6% 6.2% 5.5% 10.7%

Balanced 3.8% 8.7% 8.5% #N/A 23.2% 7.4% 8.7% 7.1% 8.5%

Growth 3.8% 9.1% 8.2% #N/A 25.6% 8.1% 10.1% 8.3% 8.2%

Equity 3.0% 8.6% 6.3% #N/A 26.9% 8.5% 12.1% 9.6% 6.3%

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

Discrete

Copia Select



Select Plus performance table

18As at 30 September 2019

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

30-Sep-18 

to 30-Sep-19

Cautious 3.6% 6.7% 7.8% #N/A 9.8% 5.0% 4.1% 7.8%

Moderate 3.6% 7.5% 7.2% #N/A 10.7% 5.5% 7.1% 7.2%

Balanced 3.1% 6.8% 4.2% #N/A 8.6% 4.4% 10.2% 4.2%

Growth 2.3% 6.1% 2.1% #N/A 6.6% 3.4% 12.0% 2.1%

Equity 2.1% 6.2% 0.5% #N/A 6.1% 3.1% 14.6% 0.5%

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

Copia Select Plus



Retirement Income performance table

19As at 30 September 2019

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

Year 2

30-Sep-18 

to 30-Sep-19

RP1/3-10Y 3.0% 3.5% 5.1% #N/A 6.1% 2.3% 2.4% 1.5% 5.1%

RP1/11-15Y 3.8% 4.7% 6.3% #N/A 8.1% 3.0% 3.6% 2.0% 6.3%

RP1/16-20Y 4.6% 5.9% 8.2% #N/A 10.5% 4.0% 4.2% 2.5% 8.2%

RP1/20-25Y+ 4.6% 6.5% 9.2% #N/A 12.0% 4.5% 4.5% 2.5% 9.2%

RP2/3-10Y 3.0% 3.8% 4.7% #N/A 6.4% 2.4% 3.7% 1.8% 4.7%

RP2/11-15Y 3.8% 4.7% 5.8% #N/A 8.8% 3.3% 5.5% 3.0% 5.8%

RP2/16-20Y 4.4% 5.8% 7.6% #N/A 11.4% 4.3% 5.8% 3.5% 7.6%

RP2/20-25Y+ 4.2% 6.4% 8.5% #N/A 12.8% 4.8% 6.2% 3.6% 8.5%

RP3/3-10Y 3.2% 4.2% 4.6% #N/A 7.6% 2.9% 5.8% 2.8% 4.6%

RP3/11-15Y 3.9% 5.0% 5.5% #N/A 9.4% 3.5% 7.0% 3.5% 5.5%

RP3/16-20Y 4.1% 6.0% 7.2% #N/A 12.3% 4.6% 7.5% 4.2% 7.2%

RP3/20-25Y+ 3.8% 6.1% 7.3% #N/A 12.9% 4.8% 7.9% 4.4% 7.3%

RP4/3-10Y 3.6% 4.7% 4.4% #N/A 9.5% 3.6% 8.7% 4.5% 4.4%

RP4/11-15Y 3.8% 5.3% 5.3% #N/A 11.0% 4.1% 9.1% 4.7% 5.3%

RP4/16-20Y 3.5% 5.5% 5.6% #N/A 11.7% 4.4% 9.1% 4.9% 5.6%

RP4/20-25Y+ 3.2% 5.3% 5.4% #N/A 11.9% 4.4% 9.4% 5.3% 5.4%

RP5/3-10Y 3.9% 6.2% 5.9% #N/A 14.1% 5.2% 10.7% 6.6% 5.9%

RP5/11-15Y 3.0% 5.4% 4.9% #N/A 13.2% 4.9% 10.5% 6.7% 4.9%

RP5/16-20Y 2.8% 5.2% 4.5% #N/A 12.4% 4.6% 10.4% 6.4% 4.5%

RP5/20-25Y+ 2.9% 4.8% 3.9% #N/A 11.3% 4.2% 10.5% 6.1% 3.9%

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

Copia Retirement 

Income

Discrete



Smart Beta performance table

20As at 30 September 2019

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

Year 3

30-Sep-18 

to 30-Sep-19

First Trust 1.1% 4.8% -0.4% 24.6% 41.0% 10.2% 11.8% 18.1% 5.9% -0.4%

Dorsey Wright -0.1% 6.9% -1.3% 19.0% 35.7% 9.0% 15.0% 18.4% 1.8% -1.3%

Discrete

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

Copia Smart Beta
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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.

22

Outcome analysis as at 30 September 2019



Select: outcome chart
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Outcome (risk-return) analysis as at 30 September 2019

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



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-Sep-2016 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 September 2019 is currently unavailable and not shown.

Outcome (3 year cumulative return) analysis as at 30 September 2019



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-Sep-2016 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 September 2019 is currently unavailable and not shown.

Outcome (3 year annualised return) analysis as at 30 September 2019



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 30-Sep-2014 to launch date (28-Feb-2017). Live data is used from 1-Mar-2017 to Present

Outcome analysis as at 30 September 2019



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 does not include simulated performance. Live data is used from 14-Apr-2016 to Present

Outcome analysis as at 30 September 2019



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 September go down as well 
as up, investors September 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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