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Having nearly recovered by the end of April from the ‘Liberation Day’ shock, stock markets
across all regions posted strong returns in May. While equities may imply we have returned
to plain sailing, the volatility in the bond market suggests there are storms brewing. The
fund continued to make positive progress through the month, compounding the gains made
so far this year.

Further tariff de-escalation juiced the relief rally. The S&P 500 index returned to positive
territory year to date, though remaining some way off February’s all-time highs. The primary
driver was the reset of China trade negotiations, with US reciprocal tariffs being reduced from
145% to 30%, and China’s retaliatory tariffs from 125% to 10%. While we have little certainty
of the US trade policy end state, markets have assumed it will not be as severe as the 2 April
announcements. In terms of economic data, sentiment has improved dramatically since the
tariff rollbacks, and the fundamentals do not yet provide evidence of significant weakening.

In the eyes of the market, reduced tail risks and better-than-expected data saw rising equity
prices and collapsing volatility. Anticipating a more benign period through the tariff pause,
we tactically increased equity exposure through S&P 500 call options, which were attractively
priced due to falling implied volatility.

It was concerns around the US fiscal situation that started to trouble bond markets. The
two main tightening forces — the Department of Government Efficiency and tariffs — have
been rolled back, while President Trump’s ‘One Big Beautiful Bill’ Act extends tax cuts and
increases spending. This shift has been reflected in the US dollar and treasury yields, which
have notably diverged since April. This was not purely a US phenomenon as long-dated bonds
sold off globally, with the Japan 30 year yield spiking to an all-time high of 3.18%. We are
always looking to take advantage of dislocations and provide liquidity in times of acute market
stress. As a result, we initiated a small position in 30 year Japanese government bonds, where
local market dynamics exacerbated the yield surge. Nonetheless, the portfolio’s interest rate
sensitivity remains low versus history because of our structural concerns around inflation and
government indebtedness.

Our focus remains on navigating market volatility without losing sight of the structural
challenges. Firstly, investors are reconsidering their overweight exposure to US assets and the
dollar. The rest of the world is now planning to increase government spending while the US’
ability to fund its own spending is being questioned. Secondly, recent events are accelerating the
shift from monetary to fiscal policy dominance, which increases our concerns around inflation.
We believe we are entering a regime of more volatile and elevated inflation, which will challenge
the reliability of equity and bond returns, as well as the stability of their correlation.
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Inflation % Currency allocation %
Gold and precious metals exposure 9.3 Sterling 82.2
Long-dated UK inflation-linked bonds 4.9 Yen 14.9
Long-dated non-UK inflation-linked bonds 0.2 Euro 1.3
Protection Hong Kong dollar 0.8
Short-dated nominal bonds 38.4 Other 0.8
Long-dated nominal bonds 1.7 Geographical equity allocation %
Cash 4.5 UK equities 11.0
Credit and derivative strategies 13.3 Europe equities 5.9
Growth North America equities 5.0
Financials equities 4.5 Asia ex-Japan equities 3.0
Consumer discretionary equities 3.5 Japan equities 2.1
Industrials equities 3.0 Other equities 0.6
Materials equities 2.7

Other equities 135

Commodity exposure 0.4

5 LARGEST EQUITY HOLDINGS

Stock % of fund
iShares MSCI China EUR H acc 2.0
BP 1.6
Prudential 1.5
Amazon 1.0
Newmont Goldcorp 0.9

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 April
2025, assets managed by the Ruffer Group
exceeded £18.5bn.
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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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