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BOVESPA Index

Since the beginning of 2012, as commodity prices have collapsed, the BOVESPA Index has 

drifted downward with periodic rebounds and reversals.

Using Omega Analysis’ Trend Signals to predict the turning points in this process and daily 

Expected Shortfall levels to size positions has produced excellent absolute and risk ad-

justed returns.

Predicting Cycles in the BOVESPA Index

Following the 2008-2009 crash, the equity market 

in Brazil recovered more quickly than in other major 

commodity producing countries such as Australia 

and Canada. But it fell behind them both after the US 

market correction of 2011. Since 2012 it has drifted 

downwards with significant volatility produced by pe-

riodic medium term rebounds and reversals.

Omega Analysis’ Trend Signals have accurately pre-

dicted the turning points in the BOVESPA Index dur-

ing this period.

Figure 1 shows the NAV of the Trend Trading Invest-

ment using these proprietary signals to switch be-

tween long and short positions in the Index while em-

ploying Omega Metrics® Risk Control. 

This has turned a loss in the passive investment in 

the BOVESPA Index into an excellent return both in 

absolute and risk adjusted terms.

Controlling Risk

Omega Analysis’ risk measurement technology pro-

vides accurate daily and multi-day risk estimates in 

equity markets. Using  99% Expected Shortfall (ES) to 

size position exposure is a reliable means of control-

ling risk to a given budget.

The Omega Metrics® Trend Trading Investment had 

an annualised return of 15.9% with a daily ES budget 

of 5%.

Since January 2012 the biggest daily loss in this posi-

tion was 5.1% compared with 4.9% in the BOVESPA 

Index.

The worst monthly loss was reduced from 11.9% to 

6.5%.
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Figure 1 (log scale).  From January 2012 to the end of March 2016, the annualised return on the BOVESPA Index has been 

-2.0 % with an annualised standard deviation of 20.6%. Omega Metrics Trend Trading has produced an annualised return 

of 15.9% with an annualised standard deviation of 17.7%.
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LEGAL NOTICE

Please read this notice carefully:

The contents of this document are for illustrative and informational purposes only. No information in this document should 

be considered a solicitation or offer to buy or sell any financial instrument or to offer any investment advice or opinion 
as to the suitability of any security in any jurisdiction. All information is subject to change and correction due to market 

conditions and other factors.This document has been created without any regard to the specific investment needs and 
objectives of any party in any jurisdiction. Specific instruments are mentioned in this document but this should not be 
construed in any way as a recommendation to invest in them or in funds or other instruments based on them. They are 

used for informational purposes only. Omega Analysis Limited does not provide investment advice. Investors need to 

seek advice regarding suitability of investing in any securities or investment strategies. Any decisions made on the basis 

of information contained herein are at your sole discretion and should be made with your independent investment advisor.


