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Global asset markets started the year almost unanimously priced for a perfect soft landing,
following the strong rally in both equities and bonds into the year end. This left scope for
disappointment in January if either assumption of early interest rate cuts or steady growth
were dialled back. In the end it was bonds that gave way as doubts emerged over the speed of
likely US rate cuts, whilst equities in aggregate continued to make gains. Tensions in the
Middle East remained high, leading to the oil price rising 6% and freight costs rising sharply
to more than double the post-covid low seen in October. As yet this has had no impact on
inflation expectations, with markets now convinced that this dragon has been slain.

The backup in bond yields, especially in the UK, meant that our remaining holding in long-
duration UK inflation-linked bonds was a drag on performance. Having chosen to add risk
into portfolios through a significant increase in bond duration in the final quarter of 2023, we
took the profits on this position by the year end, adding instead to our net equity exposure
this month, in light of continued US economic resilience. We believed yields had fallen too far,
too fast, given our concerns over the likely stickiness and volatility of inflation, and so started
this year with just a core holding in UK inflation-linked bonds. This was the largest detractor
to performance in the month, but we see this as temporary volatility in a core element of our
long-term inflation protections. Gold and gold equities also fell back in January.

Global equities were positive overall in January, with the S&P 500 hitting an all-time high
during the month. However, it is worth remembering this merely constitutes a recovery from
the 2022 bear market, with equities still broadly flat over the last two years and in our view
does little to support the current, almost euphoric, levels of stock market positioning. Once
again, as we saw last year, equity gains in January remained narrowly based. The S&P 500
rose 1.7% in the month, but the equal weighted version was in negative territory. There has
also been what might be considered a worrying concentration of performance within the
dominant mega-cap tech stocks. NVIDIA and Meta recorded double digit gains, but Tesla fell
20%, and Apple and Alphabet were flat to down. Elsewhere, investors continued to shun
value, with the cheapest markets (China, emerging markets and the UK) all down on the
month. For us, the UK appears anomalously undervalued while China now seems to be
pricing in despair.

Overall, the big questions for investors remain unresolved. Most equity markets have now
recovered their 2022 losses and are increasingly priced on the assumption that inflation will
fall to target and stay there, without a decline in profit margins or economic growth. Bond
markets appear to be more realistically pricing in a regime of higher interest rates, even if
they show periods of over optimism. Has the Fed ‘put’ now been restored, with the central
bank free to cut rates if growth falters, or will sticky and volatile inflation leave them facing
more difficult choices? In other words, are equities and bonds still positively correlated or
have we returned to the ‘Goldilocks’ conditions of the pre-covid era? We remain unconvinced
that inflation has vanished for good and that there will be no lasting impact from higher
interest rates. Therefore protection remains key to the Ruffer portfolio.
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Asset allocation % Currency allocation %
Short-dated bonds 48.8 Sterling 82.1
Credit and derivative strategies 13.4 Yen 14.5
Long-dated index-linked gilts 6.0 Euro 0.9
H Kong doll 0.8
Gold exposure and gold equities 4.2 ong feng dofar

Other 1.7

Cash 1.6
. ) ' o
Commodity exposure 63 Geographical equity allocation %
. UK equities 7.8

Energy equities 3.1
Asia ex-Japan equities 4.2

Consumer discretionary equities 2.6
North America equities 3.5
Consumer staples equities 24 Europe equities 10
Financials equities 2.0 Other equities 14

Other equities 9.7

5 LARGEST EQUITY HOLDINGS

Stock % of fund
BP 2.0
iShares MSCI China A UCITS ETF 1.3
Alibaba Group ADR 1.1
TSMC ADR 0.9
Swire Pacific 0.6

Largest equity holdings exclude Ruffer funds | Source: Ruffer
LLP | Totals may not equal 100 due to rounding

RUFFER LLP ENQUIRIES

The Ruffer Group manages investments on a
discretionary basis for private clients, trusts,
charities and pension funds. As at 31 December
2023, assets managed by the Ruffer Group
exceeded £23.7bn.
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DISCLAIMER

The views expressed in this report are not intended as an offer or solicitation for the purchase
or sale of any investment or financial instrument. The views reflect the views of RAIFM at

the date of this document and, whilst the opinions stated are honestly held, they are not
guarantees and should not be relied upon and may be subject to change without notice.

The information contained in this document does not constitute investment advice

and should not be used as the basis of any investment decision. References to specific
securities are included for the purposes of illustration only and should not be construed as a
recommendation to buy or sell these securities. RAIFM has not considered the suitability of this
investment against any specific investor’s needs and/or risk tolerance. If you are in any doubt,
please speak to your financial adviser.

The portfolio data displayed is designed only to provide summary information and the report
does not explain the risks involved in investing in this product. Any decision to invest must

be based solely on the information contained in the Prospectus and the latest report and
accounts. The Key Information Document is provided in English and available on request or
from ruffer.co.uk

FTSE® is a trade mark of the London Stock Exchange Group companies and is used by FTSE
International Limited under licence. All rights in the FTSE indices and/or FTSE ratings vest in
FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or
omissions in the FTSE indices and/or FTSE ratings or underlying data and no party may rely on
any FTSE indices, ratings and/or underlying data contained in this communication. No further
distribution of FTSE Data is permitted without FTSE's express written consent. FTSE does not
promote, sponsor or endorse the content of this communication.
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