
Crossing the Rubicon

27 APRIL 2022

80 Victoria Street London SW1E 5JL +44 (0)20 7963 8100 ruffer.co.uk 

A limited liability partnership, registered in England with registered number OC305288 authorised and regulated by the Financial Conduct Authority © Ruffer LLP 2022 For private 

circulation only. 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 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.

Photo of the Dnieper River in Dnipropetrovsk Oblast, Ukraine by Dima Novoklimov, 2016 @dima_novoklimov CC4.0

Navigating the New World Disorder 

Alexander Chartres, Investment Director



Stability breeds instability 



Disinflationary drivers



Capital’s post-Cold War Golden Age: permanent? (no)
LOW RATES, INFLATION AND VOLATILITY HAVE UNDERPINNED ASSET PERFORMANCE

Source: Ruffer LLP, Robert Shiller, Yale

Data to 30 September 2021
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Global debt has grown quickly, too
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DEBT AS A PERCENTAGE OF GDP IS BACK AT WWII LEVELS, INCREASING ECONOMIC FRAGILITY

Sources: IMF, Historical Public Debt 

Database; IMF, World Economic 

Outlook database; Maddison Database 

Project; and IMF staff calculations. 

Note: The aggregate public-debt-to-

GDP series for advanced economies 

and emerging market economies is 

based on a constant sample of 25 and 

27 countries, respectively, weighted by 

GDP in purchasing power parity terms.
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The new era dawns: inflation at 40 year highs 
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THE OUTCOME IS UNLIKELY TO BE LINEAR: MORE VOLATILE THAN ELEVATED. COVID & UKRAINE = ACCELERANTS 

Source: Bank of England, ASR Ltd/ 

Refinitiv. Date to March 2022

-15

-10

-5

0

5

10

15

20

25

30

1930 1936 1943 1950 1956 1963 1970 1976 1983 1990 1996 2003 2010 2016

12 month

% change

US

UK



-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

Jan 21 Apr 21 Jul 21 Oct 21 Jan 22 Apr 22

Two year government bond yield, %

US

Germany

UK

Japan

Operation Stable Door begins…
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INFLATION IS OUT OF CONTROL. CENTRAL BANKS & INVESTORS ARE PLAYING CATCH-UP

Source: FactSet
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Some doors are more open than others…
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IS THE ECB RUNNING ON FAITH? 

Source: Refinitiv Datastream



Boom to bust? 

10 Source: GaveKal Research, Ruffer
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So much for ‘safe haven’…
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FIXED INCOME ENDURES ITS WORST START TO A YEAR. REMIND ME WHY YOU OWN CONVENTIONAL BONDS? 

Source: Bloomberg, Bianco Research

15 Apr 2022

-9.2%



What about the market darlings? (turns out they do care…)
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Higher inflation and rates = equity rotation 
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JANUARY MARKED THE SECOND BEST MONTH IN 50 YEARS FOR VALUE – BUT IS IT THE START OF A TREND?  

Source: Bloomberg, data to April 2022



Liquidity remains a critical variable 

The taps are now being tightened – but how far? 
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Something always breaks…
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IT’S A QUESTION OF ‘WHEN’, NOT ‘IF’

Source: FactSet
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The road ahead 



Energy transition 

World order

Digital 
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It’s all about power
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New supply side shocks which aren’t deflationary
ESG – THE TRANSITION TO NET ZERO INVOLVES A LARGE NEGATIVE SUPPLY SHOCK & MEGA CAPEX



Energy sector weighting in the S&P 500
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MARKET CAP OF S&P ENERGY SECTOR AS A PERCENTAGE OF THE S&P MARKET CAP

Source: FactSet, Ruffer. 

Data to February 2022

  

  

  

  

  

   

   

   

   

                                                                    





From a hydrocarbon world order…
RATIO OF FUEL IMPORTS TO EXPORTS. EUROPE, CHINA AND JAPAN ARE ALL VULNERABLE TO HIGH FUEL PRICES

Based on      UNCTAD STAT data     . ‘Fuel’ as categorised within Standard International Trade Classification, Section  
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…to a metal world order
RATIO OF HARD COMMODITY IMPORTS TO EXPORTS. JURISDICTIONAL RISK IS NOW CRITICAL

Based on      UNCTAD STAT data     . ‘Hard Commodities’ as categorised within Standard International Trade Classification, Section 27 + 28 + 68
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EQUITIES EXPENSIVE RELATIVE TO COMMODITIES?

Source: Incrementum AG, data to 

April 2022

Median: 4.1
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Commodity currencies have lagged commodity prices 
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EQUITY-LIKE RISK, WITHOUT THE EQUITIES 

Source: S&P/GS, Bloomberg, NBER, 

Minack Advisors, data to April 2022
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Let them eat (lentil?) cake!
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WORLD FOOD PRICES HAVE JUST POSTED THEIR FASTEST EVER INCREASE. 

HIGH FERTILISER PRICES = LOWER CROP YIELDS NEXT YEAR 

Source: Bloomberg



“Let them 

eat cake!”

Like fuel, 
food drives 
revolution
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UK CONSUMERS' EXPECTED PERSONAL FINANCIAL SITUATION (NEXT 12M) = BAD FOR INCUMBENT POLITICIANS

Sources: Gfk, European Commission, 

Ruffer calcs; series is seasonally 

adjusted and normalised



Whatever it takes?

29 Source: OECD. Eurozone CPI and General government debt-to-GDP ratio. All data rebased to 100
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‘No limits’?



Our objective should be free but 

secure trade. We cannot allow 

countries to use their market 

position in key raw materials, 

technologies, or products to have 

the power to disrupt our 

economy or exercise unwanted 

geopolitical leverage.”

Janet Yellen

US Treasury Secretary

April 2022

Perhaps the time has come when we should 

preferentially do business with those who are 

not only trading partners, but also want to be 

partners in values… 

We have to recognize that we have an 

enormous risk. China doesn’t respect our 

social model, our understanding of liberality, 

our recognition of international law… 

Our trade relationship with China is almost a 

concentration of risk for our economy.”

Christian Lindner

German Finance Minister

March 2022

“ “





Electric vehicle or intelligence asset?



…and it looks suspiciously 18th century
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Great Power politics is here to stay… 



So, expect more lobster pots





So, what do you actually own?



Gold versus equities

$2.5t
Gold

$2.5t
Global 

equities

$115t
Global 

equities

$12t
Gold

2022January 1980



1

2

3

4

5

6

1960 1968 1976 1984 1992 2000 2008 2016

Births per woman

OECD average

China

EU

USA

Japan

Replacement rate=2.1

From baby boomers to busters
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OVERPOPULATION WILL NOT BE THE PROBLEM… EXPECT MASSIVE AUTOMATION PUSH & PUBLIC FINANCE CRISIS 

Source; OECD, UN Population 

Dynamics
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WILL THE ECONOMIC PENDULUM NOW SWING AWAY FROM CAPITAL? INFLATION IS A CLEARING MECHANISM 

Source:  World Inequality Database



Supply side pressures have been building for years
DURABLE CONSUMER GOODS PRICE INFLATION IN ADVANCED ECONOMIES, %

12m % change in CPI, country-level 

data aggregated using annually-

updated weights for durable goods 

spending, US, UK, Euro area, Japan 

and Canada included, US only 

before 1989
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Investment implications



The big risk…

Inflation-prone 
economy 

versus

inflation-intolerant 
financial system



The fear of missing out

44

LOWER RATES DRIVE HIGHER ALLOCATIONS TO RISKY ASSETS – AND HAVE INCREASED MARKETS’ DURATION

Source: Ma and Zijlstra (2018), A 

new take on low interest rates and 

risk taking



The same return, with 16 times the risk
ESTIMATES OF WHAT PORTFOLIO INVESTORS NEED TO EARN A 7% RETURN

Source: Callan Associates

% 1991 2006 2021

Return 7.0 7.0 7.0

Risk 1.1 6.7 17.3

Risk increase versus 1991 6.1x 15.7x

Sharpe ratio 1.2 0.3 0.4
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Credit: NASA’s Goddard Space Flight Center/Jeremy Schnittman
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Kryptonite for conventional balanced portfolios

47 Source: ASR Ltd, Refintiv Datastream



5 dimensional chess

Future focus

Be active

Be anti-fragile

Make time your friend

Own real assets



Great doubt: great enlightenment 

Small doubt: small enlightenment

No doubt: no enlightenment

Zen Buddhism

“

”
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PERCENTAGE GROWTH

Regulatory performance data

Source: Ruffer, FTSE International. Ruffer performance is shown after deduction of all fees and management charges, and on the basis of 

income being reinvested. Past performance is not a reliable indicator of future performance. The value of the shares and the income from them 
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binding. Unless otherwise agreed in writing, our investment management agreement, in the form entered into, constitutes the entire 

agreement between Ruffer and its clients, and supersedes all previous assurances, warranties and representations, whether written or oral, 
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FTSE International Limited (FTSE) © FTSE 2022. 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 
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To 31 Mar % 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

Ruffer 11.0 29.7 7.6 2.6 20.4 5.2 -0.8 17.5 12.2 20.5 1.6 4.8 10.3 24.2 6.8 5.3 10.7 0.9 10.0 -5.5 12.0 -1.9 -1.6 5.6 23.3 5.6

LF Ruffer Total Return 9.6 6.9 20.8 10.0 18.2 -3.2 8.5 9.8 23.2 7.5 3.1 10.4 -1.6 11.8 -4.7 12.8 -1.7 -1.1 4.0 20.3 6.1

FTSE All-Share 18.7 36.5 6.8 9.9 -10.8 -3.2 -29.8 31.0 15.6 28.0 11.1 -7.7 -29.3 52.3 8.7 1.4 16.8 8.8 6.6 -3.9 22.0 1.2 6.4 -18.5 26.7 13.0

FTSE All-World 1.3 28.7 15.8 24.8 -14.4 -3.1 -31.0 25.9 8.4 31.6 3.2 -1.4 -20.4 48.4 8.4 -0.2 17.1 6.8 19.2 -0.5 33.1 2.9 10.7 -6.2 39.6 12.8


