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Global bond yields have risen dramatically this year, driven by a cocktail of factors including
robust economic growth, energy-related inflation pressure and fiscal strain. But they reached a
local peak in early October as fresh Al-related growth concerns overwhelmed higher energy
prices driven by escalation prospects in the Gulf. Bonds rallied, with the benchmark US 10-year
yield falling from a high of 5.36% on 5 October to 4.92% by month end. Fund performance was
positive over the month, buoyed by both its rate-sensitive equities and its increased bond
allocation.

We had been adding to bonds in recent months as yields — and therefore prospective returns
— became more attractive. The fund’s duration (interest rate sensitivity) has nearly doubled since
July. The recent rally has allowed us to take some profits by selling the small allocation to US
30-year treasuries, which had outperformed other bonds. Although yields could yet march
higher again, we continue to see value in the fund’s bonds, which are paying income as well as
offering potential for significant capital gains. Moreover, it was notable, during the recent AI
scare, that the US stock-bond correlation briefly became negative (bonds rallied as equities
dropped), suggesting that bonds should — at least tactically — work in an Al-led deflationary
bust.

Despite lower yields, which traditionally would be considered good for interest-free gold, the
precious metal endured its worst month since 2008. The fund’s gold miners were the largest
performance detractor this month, alongside the protective derivatives. Equity and credit
market volatility remained relatively subdued, despite huge rotations within markets: value
stocks sharply outperformed the wider market, good news for our value-biased equity allocation.

The bond rally and equity rotation are largely thanks to the AI trade enduring its latest wave
of doubt. In the eye of the storm this time are the so-called neoclouds — companies whose IT
cloud services are optimised for AI applications. We don’t have an edge on when the AI capex
story will finally roll over, be it months or years hence. But we don’t think you need to play that
game to find attractive growth investment opportunities. There is considerable fundamental
value on offer in markets outside the narrow Al trades, where you can have greater confidence
about future returns. We added 3% to our collection of US stocks with a high free cash flow yield
(c 8.5% versus the S&P 500 on ¢ 3.5%) which would particularly profit in a broadening market
rally. Further equity additions included US banks (beaten-up beneficiaries of more capital
market activity if the AI train rolls on) and regulated utilities, which offer attractive inflation-
plus growth characteristics. We also added to US dollar exposure (now around 20%) to improve
portfolio balance in the event of further energy-related escalation in the Gulf or a continuation of
the US-centric AI-driven market dynamic. Whether one of the multitude of tail risks crystallises
or the economic boom continues and broadens, we believe the portfolio is well set, whatever the
market weather.

We are holding a meeting for shareholders on Wednesday 11 November at our London office.
If you would like to attend please email events@ruffer.co.uk
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ASSET ALLOCATION CURRENCY ALLOCATION SHARES
MARKET CAPITALISATION
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Protection % Currency %

Long-dated US inflation-linked govt bonds 20.8 Sterling 61.1

Medium-dated UK govt bonds 8.9 US dollar 20.4

Credit and derivative strategies 6.9 Yen 10.7

Long-dated UK govt bonds 6.7 Canadian dollar 2.9

Long-dated Japanese govt bonds 5.5 Other 5.0

Gold and precious metals exposure 3.5 Geographical equity

Liquidity North America equities 14.5

Short-dated govt bonds 3.6 UK equities 12.4

Cash 2.1 Europe equities 6.4

Growth Japan equities 3.4

Bottom up equities 21.8 Asia ex-Japan equities 1.5

Thematic equities 16.8 Other equities 0.4

Commodity exposure 3.6

Largest equity holdings %

BP 0.9

Amazon 0.8

Bank of America 0.7

RS Group 0.6

Aberforth Smaller Companies 0.6

Bottom-up equities are held primarily for the merits of the
individual business, while thematic equities are held primarily
to express a broader economic or structural investment view.
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
September 2026, assets managed by the
Ruffer Group exceeded £17.4bn.




PORTFOLIO MANAGEMENT TEAM

LEAD PORTFOLIO MANAGERS

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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More information
ruffer.co.uk/ric

Subscribe to the RIC newsletter
ruffer.co.uk/ric-news
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