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Manager Commentary: On the Gold Market
After reaching 2012 high, gold consolidated, ended month at $1,720.65/ounce
By: Joe Foster, Portfolio Manager
Fund Review
The Fund’s Class A shares lost 2.61% for the one-month period ending
October 31, 2012 (excluding sales charge), while the NYSE Arca Gold
Miners Index (GDM) lost 1.44% for the same period.
Average Annual Total Returns (%) as of October 31, 2012
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Average Annual Total Returns (%) as of September 30, 2012
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12.03

-1.67

4.67

--
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Monthly returns are not annualized.

Expenses: Class A: Gross 1.20%; Net 1.20%. Expenses are capped
contractually until 05/01/13 at 1.45% for Class A. Caps exclude
certain expenses, such as interest.
Please note that precious metals prices may swing sharply in
response to cyclical economic conditions, political events or the
monetary policies of various countries. Investors should be aware
that recent market conditions resulting in high performance for the
gold sector may not continue. The tables present 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 reimbursements. 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.

Market Review
Gold rose to a yearly high of $1796 per ounce on October 5. It
also moved to new all-time highs in Euro and Swiss Franc terms
on October 1. However, after two strong months of advance, gold
spent the rest of October consolidating to finish at $1720.65 for a
loss of $51.45 or 2.9%. There were no significant drivers affecting
the markets, except for awaiting the outcome of the presidential
election on November 6. The Indian festival season is underway
and while it looks as though Indian demand has stabilized following
weakness earlier in the year, we are not seeing signs of strength.
Gold equities fell in-line with gold. The NYSE Arca Gold Miners
Index (GDM) declined 1.4% and the Market Vectors Junior Gold
Miners Index (MVGDXJ) fell 3.2% during October. Mid- and large-cap
companies began reporting third quarter results late in the month.
Results were positive with some exceeding expectations. However,
in early November, Barrick and Newmont reported poor results.
These are the two largest gold companies and markets were quick
to respond with weakness across the sector. The large companies
are in the process of shifting their focus from growth at any price
to sustainable profitability and meeting expectations. Barrick and
Newmont obviously failed this quarter, but change takes time and
we expect better results moving into 2013. Bank of America Merrill
Lynch forecasts free cash flow (cash flow after dividends and capital
outlays) for North American gold producers to increase from negative
$4B in 2012 to positive $6B in 2013 and positive $12B in 2014.
Market Outlook
Last month, we highlighted a couple of gold-friendly actions that
central banks have been engaged in, namely, printing money to
buy bonds or other assets and holding interest rates at or near
zero. The first debases the currency and the second keeps real
rates at low or negative levels. At the International Monetary Fund
meetings in Tokyo in October, Federal Reserve Bank (the “Fed”)
Chairman Ben Bernanke added a third element that bodes well
for gold. In order to slow unwanted capital flows, he encouraged
policy makers in developing economies to let their currencies
appreciate. Appreciate against what? While he did not say
explicitly, we, and many others, assume he meant the U.S. dollar.
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Perhaps another way of saying the same thing is that the Fed
Chairman wants to see a weaker dollar versus developing market
currencies. Gold has historically had a negative correlation with
the dollar and this roundabout call for a weaker dollar should be
supportive of gold if emerging nations cooperate. So far, the market
has shrugged off Mr. Bernanke’s comments on currencies. The first
couple of trading days in November have seen the dollar strengthen
on a favorable jobs report. If Mr. Romney had won the election,
we believe the dollar could have seen further strength if markets
interpreted his victory as the beginning of a cure to the debt,
entitlement, tax, employment, growth, and regulatory problems that
the country faces. Gold has performed well through Mr. Obama’s
first term. If the same fiscal and monetary policies continue in his
second term, we believe gold could continue to benefit.
Update on Greece
Greece is in its fifth year of recession, expected to contract by 7%
in 2012. Their unemployment has reached 25%. Cuts are being
made to pensions, public sector salaries and government operating
expenses. Images of fire-bombing protestors in Athens have
become common. Sovereign downgrades have caused a couple of
large Greek companies to delist from the Athens stock exchange
and re-domicile to Luxembourg in order protect their access
to credit. New budget projections have exceeded worse-case
scenarios with debt peaking at 192% of GDP in 2014.
Now for some good news. Amid all of this turmoil, we know of
one company that sensed an opportunity. On March 1, 2012,
Eldorado Gold (7.5% of Fund net assets as of 9/30/12). completed
the acquisition of European Goldfields, a junior with attractive
assets in Greece. Greece sits on the western extent of the Tethyan
orogenic belt, which trends eastward through Turkey, the Middle
East and China. The geology of this mountainous belt contains the
tectonism, faulting and igneous activity that are conducive to the
formation of metals deposits. Eldorado gained four gold and base
metals projects in northern Greece with the European Goldfields
acquisition. One is a small operating lead/zinc/silver mine, one is
a gold/base metals mine that has been closed since 1999, and two
are undeveloped gold and gold/copper deposits. Three are located
in close proximity and have significant synergies, while all have
very good ore grades. We visited these properties recently to better
understand Eldorado’s plans for development.
However, the main reason for our visit was geopolitical. We
already knew these are high quality gold properties. Previous
companies had made plans to develop them in the ‘90s when
metals prices were much lower. They underestimated the antimining sentiment in Greece and, in 2002, a Greek Council of State
denied development plans due to environmental concerns.

In 2011, with the properties under European Goldfields, the
Council of State determined that the social benefits of new mine
development outweigh the social costs. The government now
appreciates that increasing foreign investment is one of the keys
to fighting high unemployment. We sipped drinks with village
residents at a Turkish tea house not far from the Perama Hill gold
project where it became clear that local support for the projects is
high. Support from the central government was high too, as officials
from Athens had traveled to local communities to voice their views
in person. There have been unsuccessful protests and challenges
in court, but this has come mostly from outside anti-development
groups with nothing to lose from attempting to shut down a project.
The World Bank recently named Greece among the best global
reformers in streamlining business regulation. Companies are
benefitting from a new fast track process that allows regulatory
decisions to be made in days or weeks, not months.
Key environmental and mining permits have been granted.
The government is now willing to work with companies to find
mutually beneficial solutions to balance environmental and cultural
concerns with commerce and development. Eldorado is targeting
zero liquid and air emissions for its projects. An arsenic-bearing
tailings disposal from past mining that covers 26.5 hectares
(65.5 acres) is being reprocessed at a profit and the site will be
restored to its original pre-mining condition. The company is
designing additional underground development and infrastructure
to minimize surface disturbance. All sites undergo an archeological
survey. At the Skouries project, an excavation of artifacts were
found to be an industrial site temporarily occupied by Romans, but
contained no cultural value.
While the business climate is improving, Greece still remains
among the hardest places in Europe to run a company and worker
productivity is sometimes a problem. Eldorado is optimistic that
reforms will continue and that employees can learn to adopt work
practices that are competitive in a global industry.
Finally, we wanted to see how the people of Greece are coping
with extraordinary difficulty. A general strike was called by
government unions on the day after our arrival. Because of this,
we avoided Athens on that day and instead spent it in Thessaloniki,
Greece’s second largest city. On strike day, there were protest
marches through the streets of Thessaloniki. They were orderly
and lacked the smashed windows and molotov cocktails that
many believe are for the benefit of news cameras in Athens. Even
with the protesters, the city was active and business seemed
normal. However, as we moved away from the core, there was a
progressive increase in empty restaurants and closed businesses.
The Greeks employed by Eldorado could tell personal stories of
those having difficulty providing necessities for their families.
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The crisis affects everybody and has created a divided population.
Many understand the reasons for austerity and the need to adapt
to European standards, while many others believe a break from the
Eurozone would be beneficial and relatively painless. Both sides
are passionate and with conviction. For Eldorado, it seems that the
company is positioned to prosper regardless of whether Greece
stays in the European Union (EU). There remains the risk of an EU
exit that is accompanied by a radical government and/or social
unrest that makes business difficult or impossible. We regard such
risks as remote. Greece is a country with many fine qualities that
are on par with other European countries. While the way forward is
uncharted and messy, it seems as though Greeks will find ways to
adapt in order to maintain those qualities.

Any 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 S&P® 500 Index consists of 500 widely held common stocks covering industrial, utility, financial and transportation sectors. U.S. Dollar Index
(DXY) indicates the general international value of the U.S. dollar. It does this by averaging the exchange rates between the U.S. dollar and six major
world currencies. NYSE Arca Gold Miners Index (GDM) is a modified market capitalization-weighted index comprised of publicly traded companies
involved primarily in the mining for gold. Market Vectors Junior Gold Miners Index is (MVGDXJTR) is a rules-based, modified capitalizationweighted, float-adjusted index comprised of a global universe of publicly traded small- and medium-capitalization companies that generate at
least 50% of their revenues from gold and/or silver mining, hold real property that has the potential to produce at least 50% of the company’s
revenue from gold or silver mining when developed, or primarily invest in gold or silver. Philadelphia Stock Exchange Gold and Silver (XAU) Index is
capitalization-weighted and includes the leading companies involved in the mining of gold and silver.

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. 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. ©2012 Van Eck Global.
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 concentrating its assets in the gold industry, which can be significantly affected by international economic, monetary and political developments. The Fund’s overall portfolio may decline in value due to developments specific to
the gold industry. 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 action by foreign governments, including the takeover
of property without adequate compensation or imposition of prohibitive taxation. The Fund is subject to risks associated with investments in
debt securities, derivatives, commodity-linked instruments, illiquid securities, asset-backed securities, CMOs and small- or mid-cap companies. The Fund is also subject to inflation risk, short-sales risk, market risk, non-diversification risk, leverage risk, credit risk and counterparty
risk. Please see the prospectus and summary prospectus for information on these as well as 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.
NOT FDIC INSURED | NO BANK GUARANTEE | MAY LOSE Value

vaneck.com    |    800.826.2333
Van Eck Securities Corporation, Distributor
335 Madison Avenue | New York, NY 10017
M u t u a l F u nd s    ■    M a r k e t v e c t o r s ® ET F s / ET N s   ■    I n s u r anc e F u nd s   ■   S M A s    ■    A lt e r nat iv e I nv e s t m e n t s

