
 
 

Buy these investments to protect yourself from a stock 
market crash 
 
22 April 2018  
 
Volatility has returned to stock markets, and a number of top professional investors have predicted 
that a crash or correction is imminent. 
 
Earlier this month, Jonathan Ruffer, one of Britain’s top fund managers, said he expects an 
“earthquake” to hit markets “within months”. 
 
This month, a global survey of fund managers conducted by the Bank of America Merrill Lynch 
(BofAML) revealed that managers have increased cash balances, reduced their allocations to shares 
to an 18 month low, and increased levels of insurance against a fall in share prices. 
 
Last week famed investor Mark Mobius, formerly of Franklin Templeton, predicted the American stock 
market is set for a 30pc fall in an interview with Financial News. 
 
There are still plenty who don’t think a crash is set to happen; nearly 40pc of managers surveyed by 
BofAML don’t expect stock markets to peak until 2019 or beyond. 
 
But what exactly can investors who are concerned about a market crash, or continued share sell-offs 
do to protect themselves? 
 
Bomb-proof funds 
 
For investors who would prefer someone else handles the decisions for them, multi-asset funds with 
a wealth preservation tilt represent a good option. 
 
Multi-asset funds are “all-in-one” portfolios that invest in a variety of assets. 
 
RIT Capital Partners, initially set up to manage some of the Rothschild's family money, is an investment 
trust that aims to "protect and enhance" investors' money.  
 
It is 33pc invested in global shares, but also invests in bonds, unlisted shares, and “real assets” such as 
gold and property. Around 20pc of the portfolio is made up of bets against various shares.  
 
The trust is one of our Telegraph 25 favourite funds, and charges 1.05pc a year. It trades at a 6pc 
premium to the value of its assets. 
 
Patrick Thomas, of Canaccord Genuity Wealth Management, explained that when looking for a fund 
to preserve wealth, he targets funds with a low level of correlation with global stock markets, and 
minimal volatility.  
 
He suggested the Personal Assets Trust, and the Ruffer investment trust.  
 



The Personal Assets Trust is 43pc invested in global shares, 19pc in inflation linked US government 
bonds, 24pc in UK government bonds and inflation linked bonds, 9pc in gold and 6pc in cash. 
 
It fell by far less than the FTSE All Share Index during the bursting of the tech bubble and 2008 global 
financial crisis. It charges 0.95pc annually and its shares trade at a small premium. 
 
The Ruffer investment trust is a similar mix. With large allocations to index linked bonds, and 14pc in 
cash. It delivered a positive return during the financial crisis. It charges 1.16pc annually, and its shares 
trade at a small premium. 
 
Russ Mould, of investment shop AJ Bell, suggested the Troy Trojan fund, which “aims to not lose 
money before anything else”. Currently, it is 35pc invested in shares, with the rest in index linked 
government bonds, gold and cash. It charges 1.02pc annually. 
 
Other funds 
 
Mr Thomas said: “For the potential of positive returns in a market crash, rather than simply 
preservative qualities, you need to look at different options." 
 
Jupiter Absolute Return aims to generate a positive return over three years “independent of market 
conditions”. It both invests in and bets against shares, as well as investing in gold. Manager James 
Clunie can also invest in bonds and a variety of other assets. 
 
“It has delivered positive absolute returns and hasn't tracked share prices,” said Mr Thomas. The fund 
charges 0.84pc annually. 
 
There are a number of hedge-fund style portfolios that aim to deliver exceptional returns when 
markets fall, but the methods they use are complex, less transparent, and the fees are typically higher 
- meaning they are not suitable for many average investors. 
 
Bond funds 
 
Bonds are traditionally a safer alternative to shares, but there is huge variation between them. 
Different bonds have differing characteristics, risk levels, and are sensitive to different influences. 
 
A key distinction is between long and short “duration” bonds. Duration is a measure of how sensitive 
a bond is to movements in central bank interest rates. The higher the duration, the more a bond's 
price will fall by if interest rates rise. 
 
Russ Mould, of investment shop AJ Bell, said: “If you think interest rates are going up, you want to be 
in short duration bonds. 
 
“If you are really bearish, and think the reason stock markets will fall is because the economy 
disappoints, central banks panic and cut interest rates again, then you want to be in long duration 
bonds”. 
 
Strategic bond funds have the ability to move between different types of bond, and different bond 
durations. 
 
Mr Thomas highlighted three funds whose managers have a strong track record of making such moves 
at opportune moments: Jupiter Strategic Bond, managed by Ariel Bezalel, Fidelity Strategic Bond, 



managed by Ian Spreadbury, and M&G Optimal Income, managed by Richard Woolnough. The funds 
charge 0.73pc, 0.66pc and 0.91pc respectively. 
 
For exposure to short duration bonds, Mr Mould suggested the iShares UK Gilts 0-5 years ETF, which 
tracks an index of short duration UK government bonds, for an annual charge of 0.2pc.  
 
Lucy Walker, a "fund-of-fund" manager at asset manager Sarasin, suggested the TwentyFour Absolute 
Return Credit fund, which invests in short dated corporate bonds. It charges 0.56pc annually.  
 
"It aims to deliver 80pc of the return from corporate bonds but with only 20pc of the volatility, which 
is an ability it has demonstrated," she said. 
 
Inflation linked government bonds are another option for those who are concerned about interest 
rates going up. These are one of the ways Mr Ruffer is protecting his investors.  
 
The Vanguard UK Inflation-Linked Gilt Index fund tracks the performance of a set of UK government 
index-linked bonds, for a charge of 0.15pc. 
 
Gold 
 
Gold has, historically, performed well during times of uncertainty. 
 
You don’t have to go to a bullion dealer to invest. Physical gold exchange-traded funds track the value 
of gold held in a vault, and can be bought via an Isa.  
 
One of the most popular is ETF Securities Physical gold, which charges 0.45pc annually. ETFs not 
backed by physical holdings of gold that rely on complex financial “derivatives” to mimic the 
performance of the precious metal should be avoided. 
 
Ditch shares with a weak balance sheet 
 
Mr Mould suggested that investors who pick their own stocks should focus on firms with strong 
balance sheets, meaning minimal debt, strong cash flow, and consistent earnings growth, "providing 
the shares trade on a reasonable valuation". These will stand up better in a crisis.  
 
Those with weak balance sheets "should be trimmed". 


