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With echoes of early 2025, global stock markets enjoyed a strong start to the new year. There
is certainly a plausible bull story. Robust economic growth, a rate-cutting cycle, fiscal easing, the
continuing AI capex boom and a US-China trade détente are all tailwinds as inflation continues
to drift lower.

Interest rates are being cut from levels not seen since before the credit crunch. With private
sector balance sheets in much better condition than their public equivalents in the US and the
UK, a new credit cycle is possible. This would unlock growth beyond tech in economies and
markets. If so, our equity book should be well positioned. Unsurprisingly, equities were the
primary driver of the fund’s positive performance over the month, with our commodity-related
and more cyclically exposed names key beneficiaries of a market rotation away from US tech.

But, with valuations (especially in the US), sentiment and positioning all elevated, there
is already a lot of good news priced in many equity markets. And real world policy volatility
is rising. The US raid on Venezuela and a crisis within NATO over Greenland underlined the
breakdown of Pax Americana and the emergence of a more volatile era. Alongside angst over
politicisation of the Fed, the dollar declined and gold soared, enjoying its best month since 1999,
despite its biggest one day drop (-9%) in 13 years. Gold mining stocks were the second largest
positive contributor to the fund’s performance. With gold looking tactically overstretched,
however, we had taken further profits in gold miners before the 30 January plunge and maintain
a c4% position. Iran tensions also helped gold and boosted oil, which had otherwise missed a
broadening commodities rally. The portfolio has around 4% in direct oil and energy stocks.

The looming US midterm elections present an existential risk for Trump, who needs to
avoid impeachment and lame duck status. Having helped his re-election, the cost-of-living
crisis is now his political problem. And it is driving a blizzard of interventions, from measures
to suppress mortgage and credit card costs to demands that defence firms stop shareholder
distributions. Policy activism is just one factor likely to drive higher real world volatility, for
which markets are discounting little. Other likely suspects include higher yields if growth runs
too hot this year, geopolitics and Al-related fallout — even rogue agents! (see Moltbook)

As ever, the fund is balancing growth exposure against protections should those risks
crystallise. Derivatives focused on credit and volatility markets remain the key unconventional
defences. The other important protective asset remains the yen. This was weak in January as
new Japanese Prime Minister Takaichi called a February snap election and promised tax cuts.
Japanese government bonds and the yen both sold off. Subsequently, the US and Japanese
governments conducted a ‘rate check’, where they call big FX market players about a particular
currency cross. It’s a signal that more direct intervention may arrive and suggests both
governments are trying to draw a line in the sand. Material downside risk on the yen should now
be lower, and it remains extremely cheap, with valuable hedging properties. We boosted cash
exposure from ¢7% to 15%, alongside exposure via yen call options against a range of currencies.
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Inflation % Currency allocation %
Gold and precious metals exposure 4.7 Sterling 73.7
Short-dated UK inflation-linked bonds 2.9 Yen 16.6
Long-dated UK inflation-linked bonds 2.4 Euro 2.4
Protection AU dollar 1.4
Short-dated nominal bonds 42.0 Other 5.8
Long-dated nominal bonds 1.9 Geographical equity allocation %
Cash 3.0 UK equities 13.2
Credit and derivative strategies 9.6 North America equities 6.8
Growth Europe equities 4.7
Consumer discretionary equities 5.6 Japan equities 3.6
Financials equities 4.6 Asia ex-Japan equities 3.0
Industrials equities 3.9 Other equities 0.5
Energy equities 2.9

Other equities 14.8

Commodity exposure 1.8

5 LARGEST EQUITY HOLDINGS

Stock % of fund
BP 1.9
Alibaba Group 0.8
iShares MSCI China EUR H acc 0.8
Coinbase 0.7
Prudential 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 31 December
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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