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Market performance Q4 2020
• The equity market ended strongly in the last quarter of 2020  

after a turbulent year. While Covid infections continued to climb 
in Q4, the deployment of vaccine combined with 
accommodative policies lifted equity markets significantly. The 
US election results and the Brexit agreement further improved 
the outlook of the overall economy, which has been reflected in 
the recovery of global Manufacturing PMIs in December. 

• Most regional equities delivered positive returns in Q4 and 
2020. EM equities posted highest return of 14.3% in 2020 
whereas UK equities lagged the rest of the regional equities, 
seeing a loss of 9.4% in 2020. Despite the good news on the 
long-awaited Brexit deal, British firms reported another decline 
in quarterly growth in Q4, still affected by the Covid situation 
and lockdown measures in the country. The global Technology 
sector has been the best performer of the year thanks to the 
accelerated trends on working from home and hence the rising 
demands for tech products.

• Fixed Income markets were generally flat in Q4 with corporate 
bonds again outperforming the government bonds, aided by the 
improved risk appetite of investors. During the year, both 
Government and Corporate bonds yields have dropped over the 
historic interest rate cuts and QE by central banks around the 
world.

Source: Bloomberg Finance L.P., Copia Capital Management
All numbers expressed in GBP
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Macro update: growth
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UK GDP rebound in Q3

• After two consecutive contractions, UK economy finally picked up by  a record 15.5% in the three month ending in 
September 2020.  However, the UK GDP remained about 8% lower compared to the pre-pandemic level and the 
recovery pace may slow down due to the third national lockdown. 

• The UK Composite PMI in December improved slightly to 50.4 from the five-month low of 49.0 in November. Both 
Services and Manufacturing PMI improved in December but were lower than expected due to the stagnated economic 
activities under Covid restrictions.

Source: Bloomberg Finance L.P., Copia Capital Management
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Macro update: inflation

Falling inflation expectations combined with an uncertain labour market

• UK Inflation rate stood at 0.6% YoY in November, worse than the expectation and fell from 0.9% in October. Recreation and 
culture were the main contributor to the inflation rate, while clothing, food and non-alcoholic beverages saw prices falling. 
The expected rate of inflation implied from the 5yr breakeven rate dropped from 2.8% to 2.7%. This means that the recent 
positive market sentiment started to fade as Covid-19 cases increased and stricter lockdown measures being implemented 
in UK.

• UK unemployment rate continue to increase to 4.9% in for the months from August to October compared to previous 
quarter of 4.1%. According to ONS, the number of redundancies made by companies has reached the highest since 2005. 
The jump is more or less anticipated as the furlough scheme was removed briefly at the end of October.  In November, the 
government decided to extend the furlough schedule to Spring 2021 whereas the unemployment is expected to keep rising 
under lockdown.

Source: Bloomberg Finance L.P., Copia Capital Management
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Macro update: rates
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UK yield curve steepened

• The shorter end of the yield curve fell further to the negative territory as the negative interest rates remain a tool for the 
BoE to use to deliver additional stimulus. The MPC noted some cautious optimism on UK’s economic outlook, helped by 
the vaccine. On the other hand, the downside risk lingers due to the third national lockdown, which can lead to a bad 
1Q21. The yield curve steepened with the spread between 2Y and 10Y yields increased to 36bps at the end of Q4 2020 
compared to 32bps in Q3. 

• The BOE kept the benchmark Bank Rate unchanged at 0.1% and raised corporate bond purchasing programme to 
£895bn in Q4. The 10 year yield stood at 0.40% at the end of Q4.

Source: Bloomberg Finance L.P., Copia Capital Management

-0.2%

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

1.6%

6M 1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y 12Y 15Y 20Y 25Y 30Y 40Y 50Y

UK Yield Curve

Q4 20 Q3 20 Q4 19



Macro update: Fed
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Fed maintaining rates at historic lows

• The US Fed kept the federal funds rate target range unchanged at 0.00-0.25% and indicated the hike is unlikely before 
2024. The central bank adjusted the QE forward guidance to continue the monthly bond purchase at $120bn “until 
substantial further progress has been made toward the Committee’s maximum employment and price stability goals.”

• According to Jerome Powell, the US economy may see a strong economic rebound in the second half of 2021 after the 
national vaccination while an economic downturn is expected in Q1 due to rising Covid infections. Fed is open to the 
possibility of more bonds buying if necessary.

Source: Bloomberg Finance L.P., 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 $69.1bn over three months, followed by Global Equity ETFs, which saw new 
investments of $53.2bn. Europe Fixed Income ETFs and Alternatives ETFs were the only asset classes that had money 
outflows in a three-month period. 

• While markets sentiment improves with downside risks remaining, ETFs remained the preferred route for investors 
investing in both risk assets and safe-haven assets.

Source: Bloomberg Finance L.P., Copia Capital Management
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Copia Risk Barometer

Copia Risk Barometer

-0.19
As of 30-September-2020

12

Primary drivers for the Risk Barometer:
▪ Government bond markets: Continued steepening of the yield curve in the US indicating a return to normal economic environment, 

with short term yields held firmly near 0. A positive signal for risk assets as lending rates continue to be at record lows with
abundance of liquidity.

▪ Equity market pricing: Equity markets remain unphased even in the face of second round of lockdowns across the world. Equity 
markets are indicating co-ordinated global growth as economic activity in Asian countries especially China crossed its pre-pandemic 
levels. The equity market pricing remains a positive for risk assets.

▪ Credit Spreads: Credit spreads continue to remain tight similar to pre-pandemic levels indicating corporate bond investors are fully 
convinced central banks will do whatever it takes to prevent companies from defaulting on debt. A positive signal for risk assets.

▪ Overall: Positive signals are being picked up by the Risk Barometer as the Global economic outlook has improved and is positive going 
forward.

+0.49
As of 31-December-2020

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.

Based on our proprietary Prediction Algorithm the Copia Risk Barometer is now reading +0.49 as of 31-December-2020, a change from -0.19 
on 30-September-2020. The risk barometer moved up into the green zone, indicating that the global economic outlook is positive.
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Copia Risk Barometer

Risk Barometer history

Source: Copia research, Bloomberg Finance L.P.

Global Equities Returns is based on actual data of MSCI World Index 
for the period between 31-Dec-2016 and 31-Dec-2020.

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.

▪ The top chart shows the market performance 
(best and worst returns) during different Risk 
Barometer regimes.

▪ The bottom chart shows how the Risk 
Barometer has moved between different 
regimes and the triggers for regime changes.

▪ The Risk Barometer is a forward-looking 
quantitative model that provides a systematic 
rules-based approach for dynamic risk 
management. 

19-Jan-17, 
- US tax cut expectation
- Increasing corporate profitability 
- Synchronised global growth 
expectation

20-Mar-18,  
- No further driver for continuous growth
- Period for market consolidation
- Concerns over US-China trade war 
development

30-Nov-18, 
- Escalating global trade tensions
- Expectation of Fed rate hikes 
continuing in 2019
- Slowdown in Emerging Markets and 
Europe
- Recession fears
- Currency crisis in Emerging Markets
- US yield curve inverted first time 
since 2008

25-Apr-19, 
- Accommodative monetary policies
- Progress on US-China trade talks
- Strong corporate earnings reports
- Lowered inflation expectations
- Tight credit spreads with low 
corporate bond default probability

​16-Apr-20
- Global Coronavirus outbreak
- Recession fears
- Emegency rate cuts by US Fed to 0.25% 
- Drastic loosening policies by global central 
banks
- Oil price war between Suadi Arabia and 
Russia

21-Sep-20, 
- Global 
economies 
recovering with 
economies 
reopening
- Supportive 
fiscal and 
monetary policies
- Fears of the 
second wave of 
Covid-19
- Geopolitical 
tensions elevated

18-Dec-20, 
- Vaccine rollout
- Political 
uncertainties 
alleviated after 
Biden's victory in US 
presidential election
- US $900bn fiscal 
stimulus package
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Source: Copia Capital Management

Annualise
d Return

Annualised 
Volatility

Sharpe 
Ratio

Maximum 
Drawdown

60/40 Portfolio 6.28% 9.09% 0.69 -27.02%

60/40 Portfolio with Tactical Tilts 6.32% 7.92% 0.80 -21.69%

Impact 0.04% -12.87% 15.44% -19.71%

Note: 60/40 Portfolio consists of 60% allocation to MSCI World ACWI ETF and 40% allocation Global 
Aggregate Bond ETF rebalanced monthly. Figures are based on historic actual figures in GBP terms 
for the period 31-Jan-2000 and 31-Dec-2020. All return figures are before fees.

The 60/40 Portfolio with Tactical Tilts consists of dynamic allocation to MSCI World ACWI ETF within 
a range of 40% to 60% driven by the Risk Barometer. The portfolio is rebalanced monthly and 
remaining allocation is to Global Aggregate Bond ETF.

Source: Copia research, Bloomberg Finance L.P.

Impact of dynamic risk management using the Risk Barometer

▪ Objective is to achieve similar levels of returns, with a narrower 
dispersion of returns (reduced tail risk)

▪ Can enhanced risk-adjusted returns
▪ Can deliver a smoother investment journey whilst mitigating 

downside risk
▪ We evaluate impact using a theoretical 60/40 portfolio with and 

without the Risk Barometer

Risk Barometer Simulated Impact
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Volatility Focus performance table

16As of 31 December 2020

3 M 6 M 1 Yr 3 Yr

Since 

Inception

(28-Oct-2013)

1 Yr 

Volatility

Year 1

31-Dec-16 

to 31-Dec-17

Year 2

31-Dec-17 

to 31-Dec-18

Year 3

31-Dec-18 

to 31-Dec-19

Year 4

31-Dec-19

to 31-Dec-20

Model 1 0.05% 0.19% 0.96% 4.22% 11.40% 1.52% 3.58% 0.57% -0.01% 3.23% 0.96%

Model 2 -0.12% 0.00% 0.79% 4.48% 11.02% 1.47% 4.29% 0.67% 0.20% 3.46% 0.79%

Model 3 -0.60% -0.26% -0.91% 2.49% 16.69% 2.17% 7.17% 3.40% -2.30% 5.86% -0.91%

Model 4 0.37% 1.20% -0.67% 2.26% 20.88% 2.68% 8.46% 4.03% -3.26% 6.43% -0.67%

Model 5 0.82% 2.00% -2.01% 1.03% 21.23% 2.72% 10.98% 6.39% -4.65% 8.13% -2.01%

Model 6 1.13% 2.54% -2.80% 1.02% 22.15% 2.83% 12.12% 7.22% -4.89% 9.27% -2.80%

Model 7 1.56% 2.33% -3.17% 1.39% 25.60% 3.23% 12.74% 8.20% -4.97% 10.19% -3.17%

Model 8 1.76% 2.23% -1.16% 3.20% 29.01% 3.61% 12.67% 8.68% -5.51% 10.50% -1.16%

Model 9 3.09% 4.15% -2.24% 1.79% 30.32% 3.76% 15.48% 9.33% -7.01% 11.98% -2.24%

Model 10 2.37% 4.14% -0.52% 3.89% 32.55% 4.00% 14.48% 9.57% -7.37% 12.74% -0.52%

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

Copia Volatility Focus

Cumulative Returns Since 

Inception

(28-Oct-2013)

(Annualized)

Discrete Returns



Select performance table

17As of 31 December 2020

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

Year 3

31-Dec-18 

to 31-Dec-19

Year 4

31-Dec-19

to 31-Dec-20

Cautious 2.52% 1.85% 6.24% 15.72% 18.73% 4.20% 6.38% 3.12% -0.34% 9.29% 6.24%

Moderate 4.41% 4.55% 6.91% 19.03% 26.82% 5.86% 9.89% 6.07% -1.75% 13.31% 6.91%

Balanced 6.63% 7.95% 6.98% 19.32% 31.77% 6.84% 14.47% 8.95% -3.96% 16.13% 6.98%

Growth 7.65% 9.32% 6.50% 19.86% 34.33% 7.33% 17.06% 10.08% -4.29% 17.59% 6.50%

Equity 8.43% 10.56% 7.24% 20.05% 37.32% 7.90% 17.88% 12.08% -5.22% 18.11% 7.24%

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

Copia Select

Discrete



Retirement Income performance table

18
As of 31 December 2020

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

Year 2

31-Dec-18 

to 31-Dec-19

Year 3

31-Dec-19 

to 31-Dec-20

RP1/3-10Y 1.30% 0.98% 0.53% 5.57% 6.55% 1.66% 3.68% -0.91% 5.98% 0.53%

RP1/11-15Y 2.82% 1.92% -0.10% 6.33% 8.02% 2.03% 6.06% -1.85% 8.45% -0.10%

RP1/16-20Y 3.78% 2.47% -0.16% 7.72% 10.12% 2.54% 7.85% -1.87% 9.95% -0.16%

RP1/20-25Y+ 4.38% 3.24% 0.37% 9.26% 12.32% 3.07% 9.42% -1.98% 11.05% 0.37%

RP2/3-10Y 3.10% 2.41% -1.30% 3.87% 5.76% 1.47% 7.30% -2.39% 7.81% -1.30%

RP2/11-15Y 5.03% 3.66% -2.77% 4.24% 6.93% 1.76% 10.72% -3.26% 10.83% -2.77%

RP2/16-20Y 5.60% 4.02% -2.40% 6.17% 9.46% 2.38% 11.84% -3.13% 12.29% -2.40%

RP2/20-25Y+ 6.32% 5.12% -1.68% 7.98% 11.85% 2.96% 13.74% -2.99% 13.22% -1.68%

RP3/3-10Y 5.04% 3.77% -4.14% 1.99% 4.83% 1.23% 11.71% -3.60% 10.37% -4.14%

RP3/11-15Y 6.42% 4.73% -4.85% 2.62% 6.16% 1.57% 14.08% -4.11% 12.48% -4.85%

RP3/16-20Y 6.88% 5.35% -4.36% 4.97% 9.16% 2.31% 15.48% -4.04% 14.37% -4.36%

RP3/20-25Y+ 7.60% 6.44% -3.89% 6.08% 10.55% 2.65% 17.21% -3.89% 14.84% -3.89%

RP4/3-10Y 7.64% 5.78% -7.06% 0.72% 4.76% 1.22% 17.43% -4.90% 13.96% -7.06%

RP4/11-15Y 8.80% 6.36% -7.90% 0.93% 5.50% 1.40% 19.52% -4.86% 15.18% -7.90%

RP4/16-20Y 8.61% 6.36% -6.79% 2.46% 7.20% 1.83% 18.95% -4.61% 15.24% -6.79%

RP4/20-25Y+ 9.12% 6.87% -6.58% 2.88% 7.66% 1.94% 19.45% -4.53% 15.35% -6.58%

RP5/3-10Y 8.82% 7.24% -6.69% 3.83% 9.16% 2.31% 20.07% -4.17% 16.11% -6.69%

RP5/11-15Y 9.48% 6.80% -7.73% 2.34% 7.60% 1.92% 20.60% -3.72% 15.20% -7.73%

RP5/16-20Y 9.50% 6.81% -7.81% 1.63% 6.84% 1.74% 20.58% -4.01% 14.85% -7.81%

RP5/20-25Y+ 9.88% 6.79% -8.27% 0.75% 5.90% 1.50% 20.81% -4.60% 15.13% -8.27%

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

Discrete

Copia Retirement 

Income



Enhanced Equity performance table

19As of 31 December 2020

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

Year 3

31-Dec-18 

to 31-Dec-19

Year 4

31-Dec-19 

to 31-Dec-20

Copia Enhanced Equity 6.31% 9.73% 2.99% 7.07% 48.98% 8.65% 18.05% 15.42% -7.90% 12.88% 2.99%

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.
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Outcome analysis As of 31 December 2020

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 2.3% 2.7% 4.7% 5.6% 7.7% 8.4% 9.1% 9.5% 11.2% 11.0%

Actual - 12 month 3.6% 4.3% 7.2% 8.5% 11.0% 12.1% 12.7% 12.7% 15.5% 14.5%
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Select: outcome chart
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Outcome (risk-return) analysis As of 31 December 2020
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Annualised Volatility

For illustration only.
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates.
The annualised risk and return figures are calculated based on the period from the inception date of the Select portfolios (31-Oct-2016) 
to 31-Dec-2020



Select: outcome chart
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Outcome (cumulative return since inception) analysis As of 31 December 2020

For illustration only.
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates.
Available CPI data has been used as a comparator for real returns. CPI data for December 2020 is currently unavailable and not shown.
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Select: outcome chart
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Outcome (annualised return since inception) analysis As of 31 December 2020

For illustration only.
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates.
Available CPI data has been used as a comparator for real returns. CPI data for December 2020 is currently unavailable and not shown.
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Retirement Income: outcome chart
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Outcome analysis As of 31 December 2020

For illustration only.
Returns based on Total return, assuming income is re-invested immediately and rebalanced on due dates.
Performance includes simulated performance for data prior to launch date (28-Feb-2017). Actual data is used from 1-Mar-2017 to Present
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Enhanced Equity portfolio: outcome chart
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Outcome analysis As of 31 December 2020

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