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Financial markets rounded out 2025 on a more subdued note. After a year of strong returns
across risk assets, global equities largely stalled in December as investors digested a flood of
central bank communication ahead of the new year. The S&P 500 finished the month marginally
negative, likely held back by profit-taking in the mega-cap complex, whilst UK and European
indices drifted slightly higher. Bond yields climbed modestly, despite the expectation of further
rate cuts in 2026, as positioning, inflation uncertainty and supply concerns dominated. In
policy-divergent Japan, bond yields rose as markets tested the central bank’s enthusiasm for
keeping interest rates low. Precious metals remained in demand as gold and silver extended
their rallies before pulling back into the year end, whilst oil regained ground in the final weeks of
the year, after a brief visit below $60, on renewed geopolitical tension.

The board also continued their buybacks. Over the final quarter, they have purchased 6.8
million shares. This brings the total for the year to 38 million shares, or £105m, which equates
to 11% of the shares outstanding at the start of the year.

The portfolio was roughly flat in December, consolidating a solid fourth quarter and a
calendar year that saw double-digit returns net of fees. The gold equities allocation was again
the largest contributor as precious metal miners outperformed bullion in the earlier part
of the month. Broader equity exposure also supported portfolio returns, led by a handful
of idiosyncratic positions. Trading activity reflected deliberate re-balancing. We exited the
pharmaceutical basket, whose double-digit outperformance of the S&P 500 since the basket’s
inception validated our thesis of reduced policy uncertainty and valuation recovery. We also
trimmed our mining equities mid-month. Proceeds were redeployed towards fresh sources of
dry powder — additions to US and UK interest rate-sensitive equities and single stock exposure.
We also doubled our direct oil exposure to around 1%, funded by trimming copper after
its sharp rally.

The principal drags on performance came from the derivative protections, which detracted as
volatility remained low (the VIX reaching 13.5 on Christmas Eve) and credit spreads tightened
further. Fixed income holdings were broadly neutral in contribution terms, but we continued
to reduce portfolio duration by roughly half a year, taking advantage of the recovery in the long
end of the UK curve as Budget risk cleared. Total portfolio duration now sits below two years
— consistent with our view that long-dated bonds are a less reliable source of protection in an
environment of elevated inflation volatility.

Looking to the year ahead, the macro environment remains delicately balanced. The Federal
Reserve’s dovish tone may sustain risk appetite, yet valuations and positioning imply the market
is less able to absorb shocks. Investors are already pricing at least two more US rate cuts — a
path achievable perhaps only if growth decelerates — and fiscal stimulus and political dynamics
ahead of the mid-term elections could complicate the picture. Against this backdrop, we retain
a disciplined stance: reinforcing exposure to attractively priced growth opportunities whilst
maintaining the portfolio’s defensive spine. Optimism in markets presents the opportunity to
own insurance at appealing levels, allowing us to hold a mix of assets that can prosper whether
2026 delivers a sharp ascent, a soft landing or a bumpier decline.
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Inflation % Currency allocation %
Gold and precious metals exposure 4.8 Sterling 74.5
Long-dated UK inflation-linked bonds 2.9 Yen 1.3
Short-dated UK inflation-linked bonds 2.9 US dollar 57
Protection Euro 2.4
Short-dated nominal bonds 37.0 Other 6.0
Long-dated nominal bonds 10.4 Geographical equity allocation %
Cash 1.1 UK equities 12.7
Credit and derivative strategies 9.9 North America equities 6.5
Growth Europe equities 4.6
Consumer discretionary equities 5.0 Japan equities 3.0
Financials equities 4.1 Asia ex-Japan equities 1.9
Industrials equities 3.5 Other equities 0.6
Energy equities 2.7

Other equities 13.9

Commodity exposure 1.7

5 LARGEST EQUITY HOLDINGS

Stock % of fund
BP 1.8
Prudential 0.8
Amazon 0.7
iShares MSCI China EUR H acc 0.7
Alibaba Group 0.7

The credit and derivatives strategies allocation is calculated
using market value. In some cases, this allocation might

be negative due to the nature of how the instruments, in
particular credit default swaps, are priced. 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 30 November
2025, assets managed by the Ruffer Group
exceeded £19.0bn.
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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.

More information

ruffer.co.uk/ric

Subscribe to the RIC newsletter

ruffer.co.uk/ric-news
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