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Please note that the information herein represents the opinion of the portfolio manager and 
these opinions may change at any time and from time to time. Information herein should not be 
construed as investment advice.

Performance Review  
The Van Eck Emerging Markets Fund (the “Fund”) returned 1.15% in 
the fourth quarter of 2015 (excluding sales charge), outperforming 
its benchmark, the Morgan Stanley Capital International Emerging 
Markets (MSCI EM) Index, which returned 0.73% for the same period. 
To compare, the MSCI Emerging Markets IMI Index returned 1.09% 
for the same period. 

 

Fund Review
During the fourth quarter, stock selection in China/Hong Kong contrib-
uted most to relative performance followed by selection in South Africa 
and Russia. Stock selection in India and Taiwan, on the other hand, de-
tracted from performance. Relative to the MSCI EM Index, we continue 
to be (technically) overweight in China, although we consider ourselves 
to be less underweight, as the Chinese American Depositary Receipts 
(ADRs) are not fully incorporated and A shares are not yet included. 

We are still significantly underweight in South Korea, in principal due 
to our view that there are simply not many companies with good 
structural growth stories, ably run for all shareholders, available at 
reasonable valuations. 

India is overweight. We find that, notwithstanding some disappoint-
ment in the pace of reform, we can find some attractive individual 
investments. Taiwan has a relatively light weighting. The market is 
dominated by tech, and, in particular, by exposure to semiconduc-
tors, smartphones, and other hardware. Demand conditions are not 
matching expectations in most areas here. 

South Africa is still underweight, but less so than in prior years, as 
weakness in the rand has encouraged us to make further investment in 
domestic oriented companies, whilst outperformance of Naspers (3.0% 
of Fund’s net assets*) has also enhanced our weighting.

On a sector level, stock selection in consumer discretionary and indus-
trial and underexposure to telecommunication services and materials 
aided outperformance in the fourth quarter, while selection in con-
sumer staples, healthcare and financials detracted from performance 
compared to the benchmark.  

The persistent biases that you can expect from our philosophy of 
structural growth at a reasonable price, are maintained. Energy and 
materials are very difficult places to find good, persistent growth, whilst 
much of the telecom and utility sectors are not showing much growth 
at all currently. Consumer staples, a sector which is a natural area to 
look for structural growth, has tended to be too expensive for our taste 
in the last few years, and this remains the case.  

Financials are a large weighting for the Fund, but it’s important to em-
phasize that when you dig down into the type of financials that we typi-
cally hold, there is a definitive bias towards companies that are in real 
growth niches, often providing financial services to the “unbanked”. 
Examples would include payday lending in Central and Eastern Europe, 
pawn shops in Mexico, second hand truck financing in India, and leas-
ing to small- and medium-sized enterprises in Mexico.

Most notable on an individual stock level, was the performance of our 
Chinese internet holdings, specifically JD.com (3.8% of Fund’s net as-
sets*) and Baidu (1.4% of Fund’s net assets*). In part, perhaps, this was 
driven by their long overdue inclusion in the main benchmark index, 
but mostly we feel it was a reflection of the incredibly strong structural 
growth opportunities that they represent. The sector will continue to 
consolidate in its leaders, even as it posts solid and persistent growth. 

1Quarterly returns are not annualized.
Expenses: Class A: Gross 1.54%; Net 1.54%. 
Expenses are capped contractually until 05/01/16 at 1.60% for Class A. 
Cap excludes certain expenses, such as interest.

The table presents past performance which is no guarantee of future 
results and which may be lower or higher than current performance. 
Returns reflect applicable fee waivers and/or expense reimburse-
ments. Had the Fund incurred all expenses and fees, investment 
returns would have been reduced. Investment returns and Fund share 
values will fluctuate so that investor’s shares, when redeemed, may 
be worth more or less than their original cost. Fund returns assume 
that dividends and capital gains distributions have been reinvested 
in the Fund at NAV. Index returns assume that dividends of the Index 
constituents in the Index have been reinvested. Performance infor-
mation current to the most recent month end is available by calling 
800.826.2333 or by visiting vaneck.com. 

Please refer to index descriptions on last page.  
One cannot invest in an index.

Average Annual Total Returns (%) as of December 31, 2015

4Q151 1 Yr 3 Yr 5 Yr 10 Yr

Class A: NAV (Inception 12/20/93) 1.15 -12.91 -1.26 -1.61 4.58

Class A: Maximum 5.75% load -4.68 -17.93 -3.19 -2.78 3.96

MSCI EM Index 0.73 -14.60 -6.42 -4.47 3.95

MSCI EM IMI Index 1.09 -13.55 -5.78 -4.26 4.26
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Luxoft (2.0% of Fund’s net assets*), a high-end IT outsourcing company 
that specializes in the financial sector continued to perform well in 
the quarter. And, in fact, was one of the highlights of the year. Luxoft 
benefits from a highly educated and skilled workforce in Eastern 
Europe and the former Soviet Union. The company has been able to win 
contracts from both existing and new customers, allowing it to achieve 
revenue growth in excess of 30% during the year.

However, two of the most significant negative contributors for 
the quarter were both afflicted by the same decline in demand 
for iPhones. Catcher Technology (2.6% of Fund’s net assets*) and 
LARGAN Precision (2.0% of Fund’s net assets*) both lead manufac-
turing in components for smartphones.  We started to take note of a 
possible soft patch in iPhone sales in the fourth quarter and against 
that background anticipated some share price weakness. However, 
as long-term winners and tremendous businesses in their own right, 
we tend not to respond to short-term sales dips, provided we believe 
the long-term trends remain intact. 

We remain overweight in healthcare, clearly a long-run structural 
growth industry as consumers in emerging markets dedicate a higher 
percentage of their increasing disposable income to healthcare spend. 
Shares in Cadila Healthcare (1.1% of Fund’s net assets*), a provider of 
pharmaceuticals, were weaker in the last couple of days of the year on 
the headline of a sanction letter from the U.S. FDA on a couple of its 
pharmaceutical manufacturing facilities in India. While optically alarm-
ing, this is more likely, in fact, to be more of a clean-up request related 
to process, and likely only to cause minor downward adjustments to 
earnings forecasts, although it may take a while for the multiple to 
recover from current compressed levels.

During the fourth quarter, we initiated our first position in a China A 
share, through the Shanghai-Hong Kong Stock Connect, or mutual mar-
ket access system. Our investment is in Zhengzhou Yutong (0.5% of 
Fund’s net assets*), which is China’s largest manufacturer of buses. In 
particular, its line of new energy buses is demonstrating strong growth, 
driven by urbanization, pollution concerns and government encourage-
ment.  Also in China, we initiated a position in Beijing Enterprises Water 
Group (BEWG) (0.7% of Fund’s net assets*). BEWG is a leading waste 
water treatment, water supply, and reclaimed water player in China, 
with current market share of 5%. This is considered a quality play on the 
structural trend of clean water and the environment in China. Finally, we 
invested in Dish TV (1.4% of Fund’s net assets*), a supplier of satellite-
based direct-to-home (DTH) services in India. DTH providers are seeing 
healthy increases in operating profitability on the back of continuing 
digitization in the country.

Market Review and Outlook 
2015 was a tough year for emerging markets. China’s news dominated 
headlines for most of the year along with the political and fiscal woes in 
Brazil and other news related to geopolitical events in the Middle East. 
Commodity prices continued to decline and as a result had a significant 
impact on asset prices, especially those that are oil related. India was 
one of the few positives during the year, despite some disappointments 
regarding the pace of reforms.  

Up until December and despite the year’s negative events, most of 
the Fund’s losses were due to currency movements rather than stock 
price depreciation. However, the events of the last month of the year 
– the first U.S. Federal Reserve (“Fed”) rate hike since 2006, a flow of 
negative idiosyncratic news from Brazil and South Africa, mixed results 

from China and continued a decline of commodity prices – changed 
that proposition slightly, offsetting an encouraging beginning to the 
fourth quarter as markets and Fund holdings rallied sharply in October 
after a tumultuous summer. 

China remains at the forefront of discussion in emerging markets. In-
vestors are concerned about depreciation of the currency and a messy 
deleveraging as the economy transitions away from investment-led, 
state-controlled growth to expansion that is based more on consump-
tion and services. 

Overall, we expect lower, but better, growth from China, with contin-
ued monetary and fiscal easing. We expect the currency, the RMB, 
to depreciate versus the U.S. dollar in a modest and fairly controlled 
fashion, assuming that the U.S. dollar continues to be strong versus 
other major currencies. That the dollar will be strong is not necessarily 
our base view, but if it is, we expect the RMB to weaken.

We expect a very modest cyclical recovery in the economy, or at least 
stabilization, which will allow some more breathing room for further 
significant structural reforms, with more emphasis on supply side 
reforms, rather than attempts to simply juice up demand. This will in-
clude more credit issues as the tidy up of highly indebted state-owned 
enterprise (SOE)-related entities continues. 

In fact, credit growth has picked up nicely in China, but this is ob-
scured by the ongoing swap of debt held in local government finance 
vehicles into muni bonds.

The Fund has very little exposure to the old, smokestack/SOE complex 
and continues to be invested in the areas of the Chinese economy that 
are still attractive. These include areas such as the environment, inter-
net, healthcare, tourism and insurance. 

We also note that offshore Chinese shares are relatively cheap compared 
to history and other emerging market and developed market countries, 
and it’s an area where we traditionally find a lot of alpha opportunities.

One notable irony of the fashionable pessimism regarding China is that 
China A shares were actually one of the best emerging markets perform-
ers in 2015, returning 9% for the year.

Brazil is still in a depressed state, with no easy solution to its current 
issues. To restore confidence will, in our view, require a political change 
and/or time. Although we have a high degree of confidence in the stocks 
we hold, and their ability to grow even in the face of economic weak-
ness, at the current juncture, we aren’t inclined to add to risk in Brazil. 

The problem of earnings growth remains an issue in emerging markets, 
with a failure in aggregate to deliver earnings per share (EPS) growth 
for the asset class. EPS downgrades for the year were, not surprisingly, 
led by energy and materials. Commodities remained weak in general, 
with few exceptions, through the end of the year. We continue to have no 
exposure to either energy or materials in the Fund. In part, this is driven 
by our structural growth philosophy and in part by our view that many 
companies in the sectors are fairly inefficient companies that are often 
not run in a manner that assumes all shareholders are treated equally. 
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*All country and company weightings as of December 31, 2015.

A State-Owned Enterprise (SOE) is a legal entity created by a government with the purpose to partake in commercial activities on the government’s behalf.

All indices listed are unmanaged indices and include the reinvestment of all dividends, but do not reflect the payment of transaction costs, advisory fees or 
expenses that are associated with an investment in the Fund. An index’s performance is not illustrative of the Fund’s performance. Indices are not securities in 
which investments can be made. The Morgan Stanley Capital International (MSCI) Emerging Markets Index captures large and mid cap representation across 
23 Emerging Markets (EM) countries. With 836 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country. 
The MSCI Emerging Markets Investable Market Index (IMI) captures large, mid and small cap representation across 23 Emerging Markets (EM) countries. With 
2,628 constituents, the index covers approximately 99% of the free float-adjusted market capitalization in each country. MSCI All Country World Index (ACWI) 
captures large and mid cap representation across 23 Developed Markets (DM) and 23 Emerging Markets (EM) countries. With 2,483 constituents, the index covers 
approximately 85% of the global investable equity opportunity set.

Diversification does not assure a profit or prevent against a loss.

Please note that the information herein represents the opinion of the portfolio manager and these opinions may change at any time 
and from time to time. Not intended to be a forecast of future events, a guarantee of future results or investment advice. Historical 
performance is not indicative of future results; current data may differ from data quoted. Current market conditions may not continue. 
Non-Van Eck Global proprietary information contained herein has been obtained from sources believed to be reliable, but not guaranteed. 
No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission of Van 
Eck Global. ©2016 Van Eck Global.

Investing involves risk, including loss of principal. You can lose money by investing in the Fund. Any investment in the Fund should be part of an overall 
investment program, not a complete program. The Fund is subject to the risks associated with its investments in emerging markets securities, which 
tend to be more volatile and less liquid than securities traded in developed countries. The Fund’s investments in foreign securities involve risks related 
to adverse political and economic developments unique to a country or a region, currency fluctuations or controls, and the possibility of arbitrary ac-
tion by foreign governments, or political, economic, or social instability. The Fund is subject to risks associated with investments in debt securities, 
derivatives, illiquid securities, asset-backed securities, CMOs and small or mid-cap companies. The Fund is also subject to inflation risk, market risk, 
non-diversification risk and leverage risk. Please see the prospectus and summary prospectus for information on these and other risk considerations.

Please call 800.826.2333 or visit vaneck.com for performance information current to the most recent month end and for a free prospectus and 
summary prospectus. An investor should consider the Fund’s investment objective, risks, and charges and expenses carefully before investing. 
The prospectus and summary prospectus contain this as well as other information. Please read them carefully before investing.

Van Eck Securities Corporation, Distributor
666 Third Avenue | New York, NY 10017
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Tech demand in terms of hardware, smartphones, tablets, PCs etc., was 
sluggish during the quarter, and the bright spot was really in the internet 
space, as e-commerce and “online to offline” (o2o) grew strongly practi-
cally everywhere. We have been long-term investors in Tencent (2.1% 
of Fund’s net assets*) in China, one of the main internet companies, but 
also have a significant position in JD.com, Baidu and Tencent’s major 
shareholder, Naspers, which is listed in South Africa. These are natu-
ral structural growth areas for us, but given that our philosophy also 
encompasses “growth at a reasonable price”, we have to be vigilant 
to stretched valuations. In general, we do not think this is the case yet. 
As the apparent opportunity set for these companies expands rapidly, 
investment in newer areas, such as finance and o2o, depresses near-
term earnings. This appears to make multiples stretched, but assuming 
disciplined investment, lays the groundwork for potentially higher earn-
ings in the future. 

One of the buzz phrases that has been bandied around recently is that 
there is a “quality growth bubble” in emerging markets; meaning that 
the valuations of companies that have quality characteristics appear 
to be at a significant premium to other companies in the emerging 

markets. We have two points to make about this. Firstly, as far as we can 
see, this seems to be a problem that is really associated with large cap 
in emerging markets. As you know, we are truly an all-cap fund and we 
do not see overvaluation in mid- and small-cap “quality growth” stocks. 
Secondly, we do think that in a world that is relatively starved of growth, 
the better certainty of growth that tends to come from companies with 
quality characteristics does deserve a premium. 

In general, we see upside for our focus list companies.  This is natural 
for an asset class that is “hated” as much as emerging markets is cur-
rently. In truth, it is a little hard to see exactly when this will turn around, 
but cheap valuations and negative positioning often set the stage for 
better returns down the road. On the positive side, in terms of timing, 
we anticipate better economic numbers out of China, and at least we 
have started down the journey of Fed tightening. A combination of Fed 
tightening and cheap emerging markets valuations historically sets up 
good emerging markets performance, and we certainly hope that this 
will be the case in 2016.
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