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Christmas arrived early for asset owners last year, as December saw US equities approach
all-time highs and the bond rally continue. The Federal Reserve provided the festive cheer, by
pivoting their message from ‘higher for longer’ interest rates to ‘lower, sooner’, projecting three
cuts in 2024 thanks to falling inflation. This reinforced the market’s soft-landing narrative
and drove a US-centric Santa rally. Elsewhere, the Bank of Japan left policy unchanged
despite significant noise, and investors remained unimpressed by the lack of concrete stimulus
measures in China.

The fund’s fixed income holdings were the largest contributor to performance. Yields
continued to fall as the Chair of the Federal Reserve assured markets that they were unlikely
to raise interest rates any further, taking the US ten year bond yield to 3.9%, down more than
1% since October. Our US exposure participated in the rally as the market broadened out from
the ‘Magnificent 7’ technology stocks. Gold exposure was helpful, as the metal reached new
highs. Meanwhile, the yen managed to gain over 4% against both the US dollar and the pound,
despite the Bank of Japan leaving their loose monetary policy intact, which also contributed
to performance. However, the fund continued to face headwinds from its protective positions,
which suffered as equities rose and credit spreads narrowed.

It continues to be our belief that tighter liquidity conditions present a significant risk to
markets. Accordingly, we have reduced the fund’s duration by roughly half from its recent
peak, with sales of US bonds and gold bullion. This felt prudent given the bond market is now
pricing six interest rate cuts in 2024, double the amount anticipated by the Fed. We believe
a soft landing is now close to fully priced, leaving the market exposed to any pushback from
policymakers or the data.

We maintain the view that it is too early to declare a soft-landing victory. Even if the
probability of this outcome has increased, market pricing has moved even further, creating an
asymmetry in asset prices. We think the scenario in which the market’s six interest rate cuts are
validated, is the arrival of recession. However, a soft landing is not an impossibility, and the
fund holds over 15% in equities which should benefit from a broader market rally and further
economic strength. This is also supported by the remaining fixed income positions and gold
equities, which should rise in value if yields fall further.

Portfolio balance, which was painfully elusive at points last year, is now much more secure.
Crucially though, if liquidity conditions and the economy do deteriorate, our derivative
holdings — primarily credit protection and exposure to the VIX, should appreciate sharply.
There were glimmers of this mid-month, as a small but sharp one day sell-off in the S&P saw
the VIX index spike 12% intraday.

Overall, we enter the new year with the mindset that we are continuing to travel towards the
danger, rather than away from it, and we will not let a disappointing 2023 obscure what we see
in front of us.
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ASSET ALLOCATION

Wy

Asset allocation % Currency allocation %
Short-dated bonds 59.1 Sterling 73.6
Cash 139 Yen 14.7
Long-dated index-linked gilts 8.2 US dollar 10.2
E 0.9
Gold exposure and gold equities 3.5 ure
Other 0.6
Index-linked gilts 0.8
Non-UK index-linked 08 Geographical equity allocation %
UK equiti 5.5
Credit and derivative strategies -1.4 equities
Europe equities 5.0
Energy equities 3.9
North America equities 4.1
Fi ial iti 2.8
inanaials equities Asia ex-Japan equities 0.7
Technology equities 2.1
Healthcare equities 1.9
Consumer staples equities 1.5
Other equities 3.1

5 LARGEST EQUITY HOLDINGS

Stock % of fund
BP 2.2
Prosus 1.4
TotalEnergies 1.3
Cigna 0.9
East West Bancorp 0.7

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

RUFFER LLP

Ruffer LLP manages investments on a
discretionary basis for private clients, trusts,
charities and pension funds. As at 30 November
2023, assets managed by the Ruffer Group
exceeded $27.1bn.
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DISCLAIMER

RISK INDICATOR FROM THE PRIIPS KEY INFORMATION DOCUMENT DATED
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The risk indicator assumes you keep the product for 5 years.

The actual risk can vary significantly if you cash in at an early stage and you may get back less.

The summary risk indicator is a guide to the level of risk of this product compared to other
products. It shows how likely it is that the product will lose money because of movements in the
markets or because we are not able to pay you. The essential risks of the investment fund lie in
the possibility of depreciation of the securities in which the fund is invested. We have classified
this product as 3 out of 7, which is a medium-low risk class. This rates the potential losses from
future performance at a medium-low level, and poor market conditions are unlikely to impact
our capacity to pay you. Be aware of currency risk. You will receive payments in a different
currency, so the final return you will get depends on the exchange rate between the two
currencies. This risk is not considered in the indicator shown above. Please refer to the
prospectus for more information on the specific risks relevant to this product not included in the
summary risk indicator. This product does not include complete protection from future market
performance, so you could lose some or all of your investment. If we are not able to pay you
what is owed, you could lose your entire investment.

This financial product pursues a strategy which complies with Article 8 of the EU’s Sustainable
Finance Disclosure Regulation (2019/2088). The product dedicates at least 75% of its net assets
to investments used to promote environmental and social characteristics. The binding elements
of the investment approach used to select the investments to achieve the characteristics
promoted by the product use the exclusions of

— the lowest 20% scoring corporate issuers by industry based on identified environmental, social
and governance-related criteria

— the lowest 20% scoring sovereign issuers based on identified environmental, social and
governance-related criteria and

- corporate issuers that derive a significant proportion of their revenues from industries deemed
to have a detrimental social or environmental impact.

The fund data displayed is designed only to provide summary information. This marketing
communication does not explain the risks involved in investing in the fund. Any decision to
invest must be based solely on the information contained in the Prospectus, Key Information
Documents and the latest report and accounts. Ruffer SICAV is a Luxembourg UCITS and
subject to Luxembourg law. Ruffer SICAV is authorised by and subject to the supervisory
authority in Luxembourg, the CSSF, and is a scheme recognised by the UK’s Financial Conduct
Authority (FCA). Ruffer Diversified Return International is not registered for distribution in any
country other than Belgium, Denmark, Finland, France, Germany, Ireland, Italy, Luxembourg, the
Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, the UK, and Jersey. Ruffer is not
able to market Ruffer Diversified Return International (RDRI) in other countries, except under
certain exemptions. Information on sustainability-related aspects under SFDR is provided at
ruffer.co.uk/disclosures

RDRI is not a tracker fund and is actively managed. RDRI is managed in reference to a
benchmark as its performance is measured against the MSCI ACWI, Bloomberg Global -
Aggregate Total Return and HFRI Fund of Funds Composite. The base currency of the fund is
GBP. Share classes denominated in other currencies are hedged to reduce the impact on your
investment of movements in the exchange rate between the base currency of the fund (GBP)
and the currency of the share class.

ruffer.co.uk/rdri
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DISCLAIMER

Ruffer Diversified Return International’s prospectus is provided in English and French; Key
Information Documents are provided in a variety of languages and are available, along with the
Prospectus on request or from ruffer.co.uk/rdri. A Summary of Investor Rights is available in
English from group.pictet/asset-services/fundpartner-solutions. This marketing communication
is not targeting a specific investor type. The fund is open to both retail and professional
investors depending on jurisdiction. In line with the Prospectus, it is possible, at any one time,
RDRI may invest more than 35% of its assets in transferable securities issued or guaranteed by
an EEA state, one or more local authorities, a third country or a public international body to
which one or more EEA States belong. The only aforementioned securities where Ruffer would
currently consider holding more than 35% would be UK or US government issued transferable
securities. This investment concerns the acquisition of units in a fund, and not in a given
underlying asset such as shares of a company, as these are only the underlying assets owned by
the fund. Future performance is subject to taxation which depends on the personal situation of
each investor and which may change in the future.

The views expressed in this marketing communication 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 Ruffer at the date of this marketing communication 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 marketing communication 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. Ruffer has not
considered the suitability of this fund against any specific investors needs and/or risk tolerance.
If you are in any doubt, please speak to your financial adviser. Ruffer or FundPartner Solutions
(Europe) S.A may terminate arrangements for marketing of the fund under new Cross-border
Distribution Directive denotification process.

Notice for Investors in Switzerland: Ruffer Diversified Return International's prospectus, Key
Information Documents, articles of association and the annual and semi-annual reports are
available free of charge at the office of the Swiss representative: FundPartner Solutions (Suisse)
S.A., Route des Acacias 60 CH - 1211 Geneva 73. Ruffer SICAV's paying agent in Switzerland is
Banque Pictet & Cie S.A. of the same address.
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