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The portfolio delivered a positive return over the month before what looks set to be an
eventful second half of summer.

The beginning of July was broadly unremarkable until a slew of softer economic data raised
hopes that the US Federal Reserve would ease monetary policy earlier and more than had
previously been anticipated. This triggered a rotation out of the ‘Magnificent 77’ tech stocks into
smaller companies, which are typically more economically sensitive than their larger peers. So
far, this initial rotation has been orderly. The S&P 500 was positive for the month, helped by
the soothing words of Federal Reserve Chair Jerome Powell on the final day of July. Whilst the
market may currently cheer the prospect of lower interest rates, it is prudent to challenge the
notion that bad news for the economy will be good for risk assets.

Gains for the month were led by the portfolio’s interest rate sensitive assets, such as the
long-dated inflation-linked government bonds and gold mining companies, which enjoyed the
move lower in bond yields. Another source of volatility and interest rate sensitivity was the yen,
which appreciated 7% against the US dollar during July. The portfolio faced a headwind from
its derivative protections as equity markets largely remained stable despite the movements
under the surface.

Whilst the overriding theme from central banks is one of monetary easing, the Bank of Japan
stood out from the crowd as it raised interest rates for the second time this year. We have
previously written about the asymmetry we see in the yen. The size of likely interest rate hikes
and their terminal level may be modest, yet they would partly close the yawning gap in monetary
policy with other central banks. However, the yen’s primary role in the portfolio is protection.
The plumbing of global financial markets makes the yen, in our opinion, a prime beneficiary of
market turmoil. It is a favoured source of financing for investors borrowing to invest in higher
returning assets overseas. If market conditions change for the worse, we expect the yen to
benefit from a flight to safety as other assets struggle.

We do not attempt to time every market turn, but we do seek to increase the portfolio’s
protective armoury when we sense moments of danger. In today’s environment, we see a lot
of value in out of favour areas, such as volatility and the yen, rather than among conventional
growth seeking assets. Equities, dominated by the US mega-caps, look expensive and have
enjoyed a prolonged improvement in corporate profitability. Although there may be no
predetermined cap on valuations and high prices do not offer any meaningful signal in the short
term, they do point to a vulnerability should reality fall short of the market’s lofty expectations.
At that point, valuations will matter. We have built a portfolio that should thrive — thanks to
derivative protection — if conditions markedly worsen but should also deliver a positive, though
perhaps unexciting, return should the exuberance continue.
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Inflation % Currency allocation %
Long-dated non-UK inflation-linked bonds ~ 11.9 Sterling 85.9
Gold and precious metals exposure 7.4 Yen 10.2
Long-dated UK inflation-linked bonds 4.7 Euro 1.0
Protection Other 2.9
Short-dated nominal bonds 34.4 Geographical equity allocation %
Cash 1.9 UK equities 11.8
Credit and derivative strategies 12.9 Asia ex-Japan equities 4.4
Growth Europe equities 3.7
Financials equities 3.7 North America equities 3.6
Consumer staples equities 3.3 Other equities 1.0
Energy equities 3.2

Consumer discretionary equities 2.5

Other equities 1.8

Commodity exposure 2.3

5 LARGEST EQUITY HOLDINGS

Stock % of fund
iShares MSCI China A UCITS ETF 2.9
BP 2.3
Alibaba Group ADR 13
British American Tobacco 0.8
Prudential 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 30 June
2024, assets managed by the Ruffer Group
exceeded £21.2bn.
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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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