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Henry, what’s your thesis in a nutshell? 
For those short on time.
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Why do you see stability as an illusion?
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r i   he hi e  wi h r w i ui i  
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And this avalanche you mention – 
when is it coming? What triggers it?
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Is this all future? Or have you seen this 
start to play out? 
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Why haven’t overall equity and credit 
markets suffered much?
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 e ieve i  wi  e re i  r e  h  ri  

he i er e   i  u were  u h e 
h r er    i  u  e he wi h r w   

hi e he e r  
i h e i  i ue  

were u  i hi  er  
he i  where r  
e re   i er i e

The Ruffer Review 2019PAGE 3



e e i ve r  r   re i  r e  
h  e  he e  ff  The re i  r e  
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h ve e erie e  e r u  i w   

 re u   u i ive e i   er  
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There’s lots to unpack there. But let’s 
wind back up. You’re saying asset 
management today is similar to 
banking in 2008. At least that’s where 
the risks are... 

200  w   vivi  e  i  he er   
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er   e e  wi h hi  
“Anyone with a cautious disposition has 

a sense that there is fragility within the 
US centric financial world: too much debt, 
excess consumption, record deficits, carry 
trades, ubiquitous hedge funds, monstrous 
derivatives markets... Yet complexity in the 
interrelationships and instrumentation–”

There’s a clunker. Interrelationships 
and instrumentation?

e r wi h e  
“Yet complexity in the interrelationships 
and instrumentation confines most cautious 
commentators to broad statements about 
the obvious dangers that these symptoms 
present. The facilitating mechanism 
appears to be, to quote Churchill, “a riddle, 
wrapped in a mystery, inside an enigma”.”

The i  he   i  i  w  i  h  here  
 u i u e  i h  i r i  r   

r  h  e he i  e  r i e  
  i e er e r r  
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So there’s no one dominant villain. 

 u  hi  e  ui  hu  ure  
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If stability is an illusion, as you say, 
why aren’t the central bankers and 
authorities raising the alarm?

 r  hu  ure  r  
i i u i  i e  

i  r  he re  r e  hi ri  
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i  i  
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i   ur i i u i  The i i u i  
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The last war being 2008? 

e  

And this is giving a false sense 
of security? 

 ri u i  h e   200  i ve r  
 e  w her  re w  w   

he u  r ui  u   ever e i   
he i  e  T   he  
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Th e i  r r   i h  
 here i   ver ever e  er wh e 
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If human nature and policy 
misjudgement are the problems, 
maybe technology’s the answer? No 
emotions. Better programming.

Th   ve   hi  e  he wi e re  
i i   e h   i ve i  e  i  
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   e  e i e he  
r   wer u  e e r i  

ri h   e  hu  e er  
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i u r  re i   e  
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Let’s come back to the big picture. 
Illusions of stability, avalanche-
prone markets. What’s your 
argument built on?

  h   wer i  wee   ffer ur 
1 i   er  i ere  r e  er  i  i  

iffere  hi  i e
2 i ui i  i  he u e  i  i  

e i i
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i u u  i ui i  

Your first tweet has those infamous 
words, “It’s different this time”. Words 
that have destroyed many a fortune. 
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Why? 
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than they have in 
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e
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Figure 1
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r  here  i  u    e   
e i   e er  i ur e  e   

i  u  wh    u  e  i  he 
i i   re eivi  h  i e re  

h  i ur e re iu     i  
 i e   here    h e 
 h vi    u  The i e   

he i e re  e  i  ee  i e  
ve i  e  i e i ve e  

e h ve h e  hi  r u e i u  
u   re re ur ui  i  u wi i  

u er  er   i e ri re i
i ve i   r i   r u  i e

u e  er i  h  i ve r
i  he e r u   r e ie  re e i

i  i  effe  e i  i ur e
 wi  we h er u e  hi  u  

we  e  e u  ie  wh  v we  
ever  w  he e u  whi h  i  
 e u e he  h  ee  ee  rre   
revi u  e  e  he e ver  e ie  
re i  u  ri re i  i ve i   whi h 

e  e  wh  h e he e u  i   
ee  re r e  u e   e e  
u r e   e i  re e r h   he 
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That’s Jim Grant again – cyclical 
knowledge, not cumulative 
knowledge. 

erh  T u  
i her w  he e  i  here i  h  ie

hu er h  w e  ri  ver i  
 Ruffer we re wi i  i  he 
i e ire i  e i   e  

 ie  e    i ure i  hi  
whi h  hi    v i hi  u i e  

The i ur e i  i ri e   i ri e  
i  w  w   i   he  e u e he 

ur  u er  re r i   ve he e  

 e  uer  e  he u h r   he 
u  ehi  he h r  whe her here w  

 e iri  evi e e  u r   u  
 ri  ree  h he i  he i  whi e he  

h ve  e e  hi  r i i  re i e  
he  h ve erve  e re u  whi h re 
u r ive  he i e

There  her re  e e e i  
i i  whi h erh  he  ever h u  

h ve e ere  i  i  he r  e  h  
whe  here i   u e  ru h  he e i   

her  Thi   u e e he i  wh   
her  w   e  u    e e i   he 

e i e   he  e

Are there other ways zero rates make it 
different this time? 

The  re e  i  e h  i  i   
hu  ure

Thi  u  h e i ur e    
u  re h    he u  re iu

e u e we  e r he h u h  
ur h e ur i  w  The   he
re iu  i  w    re ive  he

i ur e u  i  here   re    u
i e he e ff r e  e u e we e  
e ri  ver e

The e hi  u  he urre  e 
i  h  er  i ere  r e  h ve re e   

i  r e   r e h  e  i  
he r i   e e  i i i   hi  

e  i ve r  re h r   i e   
i  u  r i ur e h  e  e 

ee    u e e r  e e e  h  uffer 
hi  er i   whe  he i e ih   he 

h u e hi  re i   he e  hree 
h  ee   e i e  r u  

er  i   w re ur  ee e i ive  
er e e i ive e vir e  r i  

i ur e  ee  i e u   u h   
r   er r e
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 re erve heir i e  u  i  i   
i ri e  e u e he ff wi  e  i  

ur view  u i  hi her h  e e 
e e  Th  w  e  he i i h  r  
he  ri i  i  e ru r  The ri i  w  

r e  u  he  i e  i  re he  
 eve  h   h u h  w u   e 

re he  u e  here w   u  re ru   
200  i i

Let’s move to your next tweet – 
liquidity is the fundamental; it is 
declining. 

  u  u e  ui e re  h  i  
he u e  r her h  he i  
e h i  h  er   u e  

we re i  u  hi  i e he re h  
he e    e r i  

r u e  he i e  e 
i  he er  eve e  e  h  
i e  he e   w re i e  h  

e r  i  w r  ri ri  hr u h 
i  i ue e  i  i i  whi h 

re erive  ri i  r  he i   
e ui   re i  r e  There re  whe  
i  e   e i   i  er  whi h re ie  

 hu e e r  i u u  r  e r  
 i   ver he    i ui i  i  

he e  u e  
Thi  u  he  e er  Re erve i    

ver  i u  i u i  e u e i  i  
h e  i ue e i ui i  i i  i  

ri  w  
ive  i  e  e  i  he 
e    r  e   r u  

u  e e  he e  h   i ue 
i h e i  e r  i  u i  i  

i i  i h e  e i  he er  
i  h r eri e  i  urre  i h e i   

r u   e e e   h w he e i  
 ev ve   e  he e  i e 

Thi  u  he  
e er  Re erve 

i   ver  i u  
i u i  e u e 

i  i  h e  
i ue e i ui i  
conditions in 

ri  w
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h ir e  u  i  re e  hi  i  i e ei  
i   r  r  wi h u  ur h e   u 
w    w  u  u  ur e  

Thi  i   ire i  he u  i e  u  
i  e  ure he re i   i ie  h  

 ver e  i  i   e i  e rever e  
wi h  i e e      

u  i  i ui i  i i  h ve e e re 
r i e   we hi  he  h ve  he   e er 
h r eri i  i  h  i  i e w i  i  
he r   he hir  r   re i  

u h ve  i e  whi h e  i  i   e  
u r i h   he r u  r   i  u 

urvive he  i    i   u  he 
re  e

Where are those dark holes?

e e e   ee  ri    ru    
u  There i  evi e e  u e  i ve r  
e   e  he e u  i  re e  r 
er r e  h  re  he e i  e  
 e re e re e whe  he u er i  

e  re er eive   e i i ui  
The er  i  i i r  he i  

   ru  h ever ur e ie  u  
he u i   he e  i  he u  ur 

i  r e  i  i   e  he u  
i  e her    e re u  u  
w  heir e i  i i i  e  u 

 e u e he re i i  i i ui  e uri ie  
i  he u  ri e w  h r  R her h  

e h  h e  u e  
Thi  i   e   i ivi u  u  

 er e i   wi e re  u w  r  
r r e  u   u  ri er e i  

 r r e  u   hr u h   
The i   i ui i    

u e re ur   u  i  u u  201   
w  i u r ive  The er e i   i i ui i  

e  h  he u  h   e e   
i ui e  i  r er  re  u er i  
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ie  ir   w   i r  eve  r  2 
i i  r e  ei  e where  e e  

i e irre u ri ie  e  ur e   
he u h er  e ire  re ee  

i e  ru    u  wi h 
he i i i  h  e e i h  re  
e i i e   u  u   ri ier   

hi her i  i ere  r e  Th  r vi e  
he e  r  u  ri e i  e  i e 

r e   e r  i  i ue   
i h e  The i er i  r

Can we drill into that – what does this 
look like in the corporate bond market, 
corporate credit? You said earlier that 
credit markets will ring the dinner bell 
for Mr Wolf.

The  i ve e  r e re i  r e  i  
w r u   ri i   ri e  i  i e 

i e 200  w  h ve ee  v   
ie  h ve re e  

he  i w  i   e   re 
verwhe i  u  er  h ve  
h i e u   e  he er  ffere   he  
re ri e er   he  re i  he  wi  

i re i  e e  h u  whe  
i ve r  re i  r   u  Thi  

i e i ivi   u i   ri e i  e w r e 
whe  he i w  re e eri   e eri   

e  whe  i ve r  ee  e er  e ure 
  e     e   e i  

e ure  r ive e  e ure  
e eri  e ure  hr u h he  
ive u   T   h  e e re 

u r i   w ie  w r  The i  i  
e r  h   re r  ive  

er wh  ru e   u er r  he 
i e  i  he  ru  r i u r  i  he e 

er  wi   ru e i  he h r  
er  whe  i w  re r  

If these buyers are less sensitive to 
price, are they less interested in quality 
as well? 
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This all feels very bearish. What’s the 
case against you? 
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And your tweet said liquidity is 
declining. That’s the trouble?
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Let’s take the macro first. 
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And the micro? 
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You said earlier that it’s a multitude 
of factors interacting that creates 
fragility in the system. Not one single 
perpetrator that fits neatly into a 
headline. But what you’ve just said 
makes declining liquidity seem like 
the villain. 
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Amplified convexity?
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These models, most of them are based 
on volatility. Your penultimate tweet 
said: Volatility cannot be a measure of 
risk and an asset class simultaneously.
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That’s volatility as measure of 
risk. What about the volatility-
as-asset class part?
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And Goodhart’s Law says…?

he   e ure e e   r e  i  e e  
 e   e ure  
There   r e  r he e  

e e  w r    wh e here   u e  
r i  e er   e r wi h u h 

wer ri   e   v i i   h  he  
i h  herwi e   e ur e  i ve r  
  u  r i  wi h u h hi her eve  
 i ri i  ri

ve u e   hi  effe  hr u h he 
rr w ri   he  i ve e  r e 

 r e  Th  u  e e e  
There   re  er h  he i er i  

ure  r e  i  u w r   
r i e  her r   he e  

Th    ur ri e  e ff he 1  i  
  e re he 1 i  ri e

Let’s move to your final tweet – 
there’s a dangerous assumption of 
continuous liquidity.
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On the liquid part, the easier-to-sell 
holdings. 
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And why is this assumption of 
continuous liquidity dangerous?
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To wrap up – what’s a prudent investor 
to do?
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DISCLAIMER
The views expressed in this document are not 

intended as an offer or solicitation for the purchase 
or sale of any investment or financial instrument. 
The information contained in the document is fact 
based and does not constitute investment research, 
investment advice or a personal recommendation, 
and should not be used as the basis for any 
investment decision. References to specific securities 
should not be construed as a recommendation to buy 
or sell these securities. This document reflects 
Ruffer’s opinions at the date of publication only, and 
the opinions are subject to change without notice.

Information contained in this document has been 
compiled from sources believed to be reliable but it 
has not been independently verified; no 
representation is made as to its accuracy or 
completeness, no reliance should be placed on it and 
no liability is accepted for any loss arising from 
reliance on it. Nothing herein excludes or restricts 
any duty or liability to a customer, which Ruffer has 
under the Financial Services and Markets Act 2000 
or under the rules of the Financial Conduct 
Authority.

© Ruffer LLP 2019 Ruffer LLP is a limited 
liability partnership, registered in England with 
registration number OC305288. The firm’s principal 
place of business and registered office is 80 Victoria 
Street, London SW1E 5JL. Ruffer LLP is authorised 
and regulated by the Financial Conduct Authority. 
ruffer.co.uk
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