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October was a tough month for both bond and equity markets, and the fund was not immune.
Bonds had their worst month since September 2022 as investors grappled with the prospect of
fiscal expansions in the US, the UK and China potentially putting upward pressure on inflation
over the next few years. This, combined with better-than-expected economic data in the US, saw
investors dial back their expectations for rapid rate cuts in 2025.

With an election in Japan injecting uncertainty into yen rates at the same time as dollar rates
were rising, the market was emboldened to resume selling the yen. This led to yen weakness
being the biggest detractor from portfolio performance in October. However, our conviction in
the value on offer is undimmed, and we took advantage of the recent weakness to re-establish
call options on the yen (derivative positions that will increase in value if the yen rises strongly)
to complement our existing direct exposure to the currency. Inflation remains a key political
issue in Japan. The Bank of Japan, which kept rates low as other central banks were hiking in
2022-2023, is now raising its rates as other central banks are cutting, and despite the October
setback, we expect this interest rate convergence to keep upward pressure on the yen into 2025.

Although we took some profits in our Chinese equities in early October, they were the main
detractors within our equity book because of dollar strength, the growing anticipation of a
Trump presidency (with its promise of high tariffs on Chinese goods) and some half-hearted
follow through on domestic stimulus in China. Chinese equities are widely under-owned and, on
aggregate, trade near trough multiples of what we suspect, in the context of continuing domestic
stimulus, are near-trough earnings.

Beyond the Chinese equity trim and the yen increase, the other notable action in the portfolio
was the reintroduction of a position in silver bullion. Having traded in and out successfully
earlier in the year, we built the position back during October, ending with 2% of the fund
exposed to silver. This and the 1% of the fund exposed to platinum complement our gold equity
holdings. These all historically trade with a high beta to the gold price (when the gold price is
rising they typically rise more, and when it is falling they fall more). So far in 2024, silver and
gold equities have traded in line with gold bullion, so if the bull market in gold continues, the
possibility of outsized returns remains.

At the point of writing, Donald Trump has just been elected president of the US, and the
coalition governing Germany has collapsed. We see both events as paths to greater fiscal
profligacy on either side of the Atlantic. UK Chancellor Reeves’ own fiscal stimulus was unveiled
at the end of October, at a Budget that was fuelled by more debt as much as by higher taxes. We
are keeping a close eye on funding spreads and real interest rates across these markets. If they
rise too high too fast, a lot will have to change. First, bond and equity markets will have to fall,
and then policies will have to be reappraised, but in that order. The fund remains defensively
positioned in anticipation.
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Inflation % Currency allocation %
Gold and precious metals exposure 8.7 Sterling 82.3
Long-dated UK inflation-linked bonds 4.6 Yen 15.9
Protection Euro 1.3
Short-dated nominal bonds 36.4 Swiss franc 0.4
Cash 4.2 Other 0.1
Credit and derivative strategies 14.2 Geographical equity allocation %
Growth UK equities 12.0
Financials equities 4.8 North America equities 6.0
Energy equities 3.3 Asia ex-Japan equities 5.0
Consumer staples equities 3.3 Europe equities 4.8
Materials equities 3.1 Other equities 1.0
Other equities 14.3

Commodity exposure 3.1

5 LARGEST EQUITY HOLDINGS

Stock % of fund
iShares MSCI China A UCITS ETF 3.5
BP 2.5
Prudential 1.3
Alibaba Group ADR 1.2
Citigroup 0.9

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
2024, assets managed by the Ruffer Group
exceeded £20.8bn.
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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


https://uk.kurtosys.app/data/UK%20Bank%20Rate
https://uk.kurtosys.app/data/Sharpe%20ratio
www.ruffer.co.uk
http://www.ruffer.co.uk/ric
http://ruffer.co.uk/ric-news

