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Disinflationary drivers
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Capital’s post-Cold War Golden Age: permanent? (no)

LOW RATES, INFLATION AND VOLATILITY HAVE UNDERPINNED ASSET PERFORMANCE
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Source: Ruffer LLP, Robert Shiller, Yale
Data to 30 September 2021



Global debt has grown quickly, too

DEBT AS A PERCENTAGE OF GDP IS BACK AT WWII LEVELS, INCREASING ECONOMIC FRAGILITY

Asian Global
1980 debt  financial financial Covid-19
World War Il crisis crisis crisis pandemic
140
——Developed economies
——Emerging economies
120
100
80
60
40
Sources: IMF, Historical Public Debt
20 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

0 based on a constant sample of 25 and
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The new era dawns: inflation at 40 year highs

THE OUTCOME IS UNLIKELY TO BE LINEAR: MORE VOLATILE THAN ELEVATED. COVID & UKRAINE = ACCELERANTS
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Source: Bank of England, ASR Ltd/
Refinitiv. Date to March 2022



Operation Stable Door begins...

INFLATION IS OUT OF CONTROL. CENTRAL BANKS & INVESTORS ARE PLAYING CATCH-UP

25 Two year government bond yield, %
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Some doors are more open than others...

IS THE ECB RUNNING ON FAITH?

———German CPl YoY ——Bundesbank/ECB Base Rate
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Boom to bust?

~ GROWTH

PRICES
A
Inflationary bust Inflationary
/stagflation boom
Cash in strong
. Asset-heavy
currencies
. . value stocks,
Inflation-linked o
commodities, energy
bonds
Deflationary Deflationary
bust boom
Government .
bonds Asset-light

Derivative protection

growth stocks
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| Source: GaveKal Research, Ruffer
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So much for ‘sate haven’...

FIXED INCOME ENDURES ITS WORST START TO A YEAR. REMIND ME WHY YOU OWN CONVENTIONAL BONDS?
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What about the market darlings? (turns out they do care...)

I
L

THE MAGNIFICENT SEVEN

NETFLIX Roxu Y
¢PELOTON BS resL s

quare

' PayPal Zo0m

Cramer: I've Spotted Seven Stocks Where Investors Dont
Care What They Do, They Just Want To Own The Names




Higher inflation and rates = equity rotation

JANUARY MARKED THE SECOND BEST MONTH IN 50 YEARS FOR VALUE - BUT IS IT THE START OF A TREND?

MSCI WORLD VALUE GROWTH
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Source: Bloomberg, data to April 2022
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Something always breaks...

IT'S A QUESTION OF "'WHEN', NOT ‘IF’

Franklin Natl First Mexico/ Cont Black  S&L Mexico/ Asia dot.com
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The road ahead
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It’s all about power

Energy use per capita, kwh (2019)
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Source: Intergovernmental Panel on Climate Change (IPCC), 2018
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New supply side shocks which aren’t deﬂatlonary
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Energy sector weighting in the S&P 500

MARKET CAP OF S&P ENERGY SECTOR AS A PERCENTAGE OF THE S&P MARKET CAP
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From a hydrocarbon world order...

RATIO OF FUEL IMPORTS TO EXPORTS. EUROPE, CHINA AND JAPAN ARE ALL VULNERABLE TO HIGH FUEL PRICES

< 0.25

Between 0.25 and 0.5

Between 0.5 and 1.0
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Between 2.0 and 5.0

>50
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Based on 2020 UNCTAD STAT data 2020. ‘Fuel’ as categorised within Standard International Trade Classification, Section 3



...to a metal world order

RATIO OF HARD COMMODITY IMPORTS TO EXPORTS. JURISDICTIONAL RISK IS NOW CRITICAL

< 0.25

Between 0.25 and 0.5
Between 0.5 and 1.0
Between 1.0 and 2.0
Between 2.0 and 5.0
>50 "',

Based on 2020 UNCTAD STAT data 2020. ‘Hard Commaodities’ as categorised within Standard International Trade Classification, Section 27 + 28 + 68
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‘Financial’ versus ‘real’

EQUITIES EXPENSIVE RELATIVE TO COMMODITIES?

9 | GSCI Commodity Index / S&P 500

Median: 4.1

1971 1976 1981 1986 1991 1996 2001 2006 2011 2016 2021

Source: Incrementum AG, data to
April 2022
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Commodity currencies have lagged commodity prices

EQUITY-LIKE RISK, WITHOUT THE EQUITIES

160 | sgp GSCI Index Spot CME (Ihs)
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Minack Advisors, data to April 2022
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Let them eat (lentil?) cake!

WORLD FOOD PRICES HAVE JUST POSTED THEIR FASTEST EVER INCREASE.
HIGH FERTILISER PRICES = LOWER CROP YIELDS NEXT YEAR
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Let them
eat cake!”

Like fuel,
food drives
revolution
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Cost of living crisis drives confidence collapse

UK CONSUMERS' EXPECTED PERSONAL FINANCIAL SITUATION (NEXT 12M) = BAD FOR INCUMBENT POLITICIANS

1.8
1.5
1.2
0.9
0.6
0.3

-0.3
-0.6
-0.9
-1.2
-1.5
-1.8
-2.1
-24
-2.7
-3.0
-3.3

1985

1989

1992

1996

2000

2003

2007

2011

2014

2018

2022

Sources: Gfk, European Commission,
Ruffer calcs; series is seasonally
adjusted and normalised



29

Whatever it takes?

EUROPEAN INFLATION EUROPEAN GROSS DEBT TO GDP

> 10.0% > 150.0%

7.5 to 10.0% 100.0 to 150.0%

5.0to 7.5% 50.0 to 100.0%

O,
< 5.0% < 50.0%

Source: OECD. Eurozone CPI and General government debt-to-GDP ratio. All data rebased to 100






€€ Our objective should be free but ¢¢ Perhaps the time has come when we should

secure trade. We cannot allow preferentially do business with those who are
countries to use their market not only trading partners, but also want to be
position in key raw materials, partners in values...

technologies, or products to have We have to recognize that we have an

the power to disrupt our enormous risk. China doesn’t respect our
economy or exercise unwanted social model, our understanding of liberality,
geopolitical leverage.” our recognition of international law...

Janet Yellen Our trade relationship with China is almost a
US Treasury Secretary concentration of risk for our economy.”

April 2022

Christian Lindner
German Finance Minister
March 2022
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Great Power politics is here to stay...
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expect more lobster pots
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Gold versus equities

$2.5t $2.5t
Gold Global
equities

January 1980

$115t
Global
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From baby boomers to busters

OVERPOPULATION WILL NOT BE THE PROBLEM... EXPECT MASSIVE AUTOMATION PUSH & PUBLIC FINANCE CRISIS

Births per woman

6
5
4
——OECD average
——China
3 ——EU
—USA
Japan
5 Replacement rate=2.1
—

1960 1968 1976 1984 1992 2000 2008 2016 Source; OECD, UN Population

Dynamics
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From have yachts to have nots?

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

22%

20%

18%

16%

14%

12%

10%

8%

US pre-tax national income
—— Bottom 50%
—Top 1%
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| source: World Inequality Database
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Supply side pressures have been building for years

DURABLE CONSUMER GOODS PRICE INFLATION IN ADVANCED ECONOMIES, %
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0% |

-1%

2% | ———G7 durables inflation

— — —=HP filtered trend 12m % change in CPI, country-level
-3% data aggregated using annually-
updated weights for durable goods
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and Canada included, US only
before 1989
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Investment implications



Ukraine’s Minsky moment

The . I):.di.an -der,nc::a;y: f.esti:.e tfmt fraying
Economist ERsr The bi o risk
FEBRUARY 12TH-18TH 2022 ® 00
When the ride ends :
What would happen ifthe marketé cTashed? I nﬂ atl O n == p rO n e

economy

intlation-intolerant

financial system
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The fear of missing out

LOWER RATES DRIVE HIGHER ALLOCATIONS TO RISKY ASSETS — AND HAVE INCREASED MARKETS' DURATION

80

751

70 +

65

60 -

554

50 4

Mean allocations in risky asset, %

} 50.6

15

Risk-free rate, %

Source: Ma and Zijlstra (2018), A
new take on low interest rates and
risk taking
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The same return, with 16 times the risk

ESTIMATES OF WHAT PORTFOLIO INVESTORS NEED TO EARN A 7% RETURN

1991 2006 2021

% 1991 2006 2021

US fixed income Private equity
2% 13% 17% Return 7.0 7.0 7.0
Cash US small/mid cap Risk 11 67 173

98%

6.1x  15.7x
1.2 0.3 0.4

- Global ex-US equity
e Real estate
9 Risk increase versus 1991
US large cap 13%
20% Sharpe ratio
Global ex-US equity
US fixed income 23%
63%
US small/mid cap
7%
US large cap
37%
US fixed income
3%

Source: Callan Associates



Credit: NASA’s Goddard Space Flight Center/Jeremy Schnittman



Kryptonite for conventional balanced portfolios
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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 ¢4

Zen Buddhism
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Regulatory performance data

PERCENTAGE GROWTH

08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

To 31 Mar % 97 98 99 00 01 02 03 04 05 06 07
Ruffer 11.0 297 76 26 204 52 -08 175 122 205 16
LF Ruffer Total Return 96 69 208 100 182 -32
FTSE All-Share 187 365 68 99 -108 -32 -298 310 156 280 111
FTSE All-World 13 287 158 248 -144 -31 -310 259 84 316 32

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
can go down as well as up and you may not get back the full amount originally invested. The value of overseas investments will be influenced
by the rate of exchange. Calendar quarter data has been used up to the latest quarter end. Ruffer LLP is authorised and regulated by the
Financial Conduct Authority. This document, and any statements accompanying it, are for information only and are not intended to be legally
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,
relating to the services which Ruffer provides. All references to Ruffer performance refer to Ruffer's representative portfolio which is an
unconstrained segregated portfolio following Ruffer’s investment approach.

48 103 242 68 53 107 09 100 -55 120 -19 -16 56 233 56
85 98 232 75 31 104 -16 118 -47 128 -1.7 -11 40 203 6.1
-77 -293 523 87 14 168 88 66 -39 220 12 64 -185 267 13.0

-14 -204 484 84 -02 171 68 192 -05 331 29 107 -62 396 128

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
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.



