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The shortest month of the year gave markets plenty to digest. A sharp equity rotation saw
software stocks fall nearly 9% as investors repriced Al-related risks, yet the S&P 500 finished
the month down less than 1% and within 2% of recent all-time highs. Other developed market
indices outperformed their US counterparts. Policy uncertainty persisted after the US Supreme
Court ruled against President Trump'’s tariffs. Gold continued its advance and oil prices rose as
geopolitical tensions intensified, culminating in a US-Israel offensive against Iran on the last
day of the month.

In our 2026 outlook, we argued rising real world volatility stood in contrast to expensive
equity markets and full investor positioning. That tension remains evident. In particular,

US equity markets struggled for momentum despite a respectable earnings season, perhaps
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reflecting crowded positioning.

Equities were the primary driver of returns, with the fund benefiting from the market
rotation. We trimmed winners as the sell-off in AI-at-risk names began to look panicked —
illustrated by the scale of market moves in response to an article by Citrini Research which
depicted a hypothetical AI scenario. With the future capabilities and adoption path of AT still
highly uncertain, further sharp swings in equity markets can be expected. Actively managing
equity exposure will be an important skill if this market dynamic continues.

We increased our Japanese equity allocation to around 5.5%. Corporate reform momentum
remains compelling, and we expect greater political stability and supportive fiscal policy after
the decisive election victory for the Liberal Democratic Party under Prime Minister Sanae
Takaichi. The position contributed around 0.5% to returns. We maintain exposure to the yen as
a source of foreign currency protection in a market sell-off. With higher Japanese interest rates
increasingly plausible, we see scope for the yen to stabilise and potentially appreciate if market
conditions prove more positive.

Government bond yields rallied meaningfully, with the US 10 year Treasury yield falling below
4%. We have maintained low portfolio duration at around one year, reflecting our view that
inflation risks are skewed to the upside over the medium term. Despite the modest exposure, UK
and Japanese government bonds contributed approximately 0.4% to performance.

Demand for credit protection increased amid concerns arising from gigantic Al investment
by hyperscalers and from credit managers’ exposure to software assets. Credit spreads widened
modestly, helping our derivative protection strategies to appreciate modestly, despite markets
remaining benign overall. The main performance detractors were financial equities and Chinese
technology companies, the latter being caught up in the broader rotation away from mega-cap
US tech stocks.

The seemingly straightforward bull case for markets in 2026 has faced successive challenges
from Al-related fears, geopolitical escalation and policy uncertainty. The portfolio remains
well-protected against further negative shocks, with exposure to oil, derivative protections
and cash key in such scenarios. Meanwhile, the nearly 40% invested in equities and precious
metals exposure ensures the portfolio remains balanced, poised to deliver positive returns if the
outcome proves more benign for markets.
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Inflation % Currency allocation %
Gold and precious metals exposure 4.8 Sterling 73.1
Short-dated UK inflation-linked bonds 2.8 Yen 16.6
Long-dated UK inflation-linked bonds 2.5 Euro 2.5
Protection AU dollar 1.5
Short-dated nominal bonds 40.3 Other 6.4
Long-dated nominal bonds 1.9 Geographical equity allocation %
Cash 2.0 UK equities 12.0
Credit and derivative strategies 9.4 North America equities 8.2
Growth Japan equities 5.9
Consumer discretionary equities 5.8 Europe equities 5.2
Industrials equities 4.8 Asia ex-Japan equities 2.9
Financials equities 4.1 Other equities 0.6
Materials equities 3.5

Other equities 16.4

Commodity exposure 1.6

5 LARGEST EQUITY HOLDINGS

Stock % of fund
BP 1.7
Coinbase 1.0
iShares MSCI China EUR H acc 0.8
Alibaba Group 0.7
Smurfit Westrock 0.6

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 31 January
2026, assets managed by the Ruffer Group
exceeded £19.0bn.
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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
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