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February saw a continuation of the Al-fuelled rally with both the S&P and Nasdaq indices
ending the month at new all-time highs. The equity market exuberance was given a shot in the
arm by Nvidia’s earnings announcement mid-month, following which the stock rallied more
than 16% in a day. Nvidia’s market value gain on that day alone was greater than the total value
of US gold mining companies. The market jitters evident around a single company’s earnings
release hints to us of an unstable trend that could just as easily surprise to the downside. This
observation makes the derivative protections we hold especially attractive, albeit they were a
drag on performance during the month.

Equities were a key driver of performance during February despite our low weight. Notably,
Chinese equity markets rebounded. This turnaround followed an announcement by the Chinese
securities regulator at the end of January banning stock lending. We believe sentiment and
positioning in Chinese equities has reached extreme lows and this is reflected in attractive
valuations. Furthermore, the incremental support being provided to asset markets by the
Chinese authorities gives us comfort they are pushing in our direction. This stands in stark
contrast to the setup for US equity markets where, needless to say, we remain cautious of both
valuations and momentum.

Meanwhile bond yields continued to rise in February, as expectations for the number of
interest rate cuts in 2024 fell, increasing the divergence between bond and equity market
performance so far this year. Despite this, long-dated UK inflation-linked bonds were a positive
contributor to performance as the oversold dynamics of January were reversed. However,
our other interest rate sensitive holdings such as gold mining equities and the yen suffered
as yields rose.

Having entered 2024 believing markets were priced for perfection (aka a soft landing), we
are now watching closely as growth and inflation risks start to be re-priced. Expectations of
a US recession in the next six months are falling fast, and the pace of disinflation has abated.
Looking ahead, we expect persistent inflation to remain an issue as policy makers have shown
a willingness to deliver a swift and deep-pocketed response to any economic pain and the most
realistic long term solution to bulging government deficits is inflation. We continue to position
the fund to benefit from this structural theme, through exposure to gold, inflation-linked bonds
and commodities.

However, our focus in the immediate future remains on liquidity risks, as central bankers
continue to shrink the size of their balance sheets. Any meaningful fiscal or monetary support
for markets is, in our view, likely only to arrive after asset prices have been hit. In such an
environment, we find confidence in a portfolio that leans heavily on the attractive real return
available in cash and short dated bonds whilst holding additional protection to benefit from
falling markets.
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Asset allocation % Currency allocation %
Short-dated bonds 50.7 Sterling 83.7
Credit and derivative strategies 13.2 Yen 14.4
Long-dated index-linked gilts 6.3 Hong Kong dollar 0.9
AU doll 0.5
Gold exposure and gold equities 4.0 orar
Other 0.5
Cash 1.1
Commodity exposure 51 Geographical equity allocation %
» UK equities 7.6
Consumer staples equities 2.5
Asia ex-Japan equities 4.2
Energy equities 2.5
North America equities 3.2
Consumer discretionary equities 24 Europe equities 12
Financials equities 2.1 Other equities 13
Other equities 9.9
5 LARGEST EQUITY HOLDINGS
Stock % of fund
BP 1.6
iShares MSCI China A UCITS ETF 1.5
Alibaba Group ADR 1.0
TSMC ADR 0.8
Swire Pacific 0.7
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 January
2024, assets managed by the Ruffer Group
exceeded £22.9bn.
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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.
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