
Unlike most previous IMF meetings we have attended, the most recent one (held April 15-17 in Washington, D.C.) was unique in 
that there was one overarching message: Tomorrow is closer. There have been a few key long-term risk scenarios directly related 
to current policy that have widely been viewed as “risks for tomorrow”. But they now appear increasingly proximate. 

These concerns have been raised in questions such as when, if ever, will:

n     Europe’s policy contradictions (currency fiscal policies and banking systems) become unsustainable? 

n     China’s fast-growing leverage and declining growth become unsustainable? 

n     The U.S. Federal Reserve (the “Fed”) “run out of bullets” and not be able to ease in a meaningful way at the next recession? 

n     There be a populist political reaction to all of this? 

For several years now, these have been the general high-level questions about where the global re-leveraging will take us in 
a faraway land called “tomorrow”.  After this year’s IMF Spring meetings, it appears tomorrow may be here sooner than we 
previously thought.

The following are additional takeaways from the meetings: 

Developed Markets/Global Macro Perspective

n  Europe’s contradictions make it vulnerable to potential adverse shock, whether financial, economic or political. Inconsistency 
remains with its currency union without fiscal and banking union.  Add to this, the upcoming political challenges such as 
Brexit and elections in France. 

n In Japan, negative rates haven’t boosted growth and instead seem to encourage savings.

n In the U.S., the Fed may be out of bullets, and investors don’t know what that might imply about the future. 

n  The issues mainly in developed markets seem to point to a world with lower growth, and probably lower U.S. interest rates 
even though they haven’t worked and may even be responsible for declining productivity.

n Commodities were not a big topic of discussion, with neutral views (i.e., we are in a range) being the most popular.

Emerging Markets Economies

n Brazil was viewed fairly positively, but our sense is that investors are not positioned to benefit from this outlook. 

n  There’s love in the air between Argentina and international financial markets, as crystallized by the roughly $68 billion order 
book for its holdout-resolving debt issuance of approximately $16.5 billion. 
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n  Although there was a consensus at the meeting that China’s growing concerns have stabilized and are no longer “in play”, 
most agree that China may be levering up and growing less.

n Russia was, in our opinion, viewed as sympathetically as it has been in over a decade. 

n Turkey remains unpopular, which helps explain its relatively strong market performance.

n South Africa is also unpopular, which also helps explain its relative strong market performance. 

n In Peru, the upcoming presidential election is between two market-friendly candidates. 

n Colombia was viewed skeptically.

n  The Philippines remains a country that is boring in a good sense – no surprises, just continued commitment to orthodox 
policies.

n  The discussion surrounding Mexico continues to confound as to why so much reform has done so little to stimulate growth 
and asset price returns.

n Most thought there was little risk that a Brexit would cause any other emerging market EU members to leave. 

n The rating agencies had positive remarks about Pakistan.

n   Concerns continue on sub-Saharan Africa (with the exception of Cote d’Ivoire), particularly regarding the region’s ability 
to generate growth as structural issues seem to prevent leverage from being anything more than something that helps 
strengthen government accounts. 

Emerging Markets Themes

n  A number of investors and sell-side researchers have said that the market is starting to run ahead of fundamentals and we 
concur.

n  Asia was seen as the beneficiary of declining developed markets growth that put downward pressure on U.S. growth and 
interest rate policy, making emerging markets growth and interest rates look a little better by comparison.

n  Emerging markets corporate debt was viewed skeptically by the official community, due to liquidity worries, as well as rising 
leverage and overall declining earnings.

n Market liquidity was not a major discussion point.

Based on our observations at the IMF meetings, the impacts of global re-leveraging are well underway, and the 
“tomorrow” we thought was far off, is now here.
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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 and portfolio managers of other investment strategies may take an opposite opinion than those stated herein. Not intended to be a 
forecast of future events, a guarantee of future results or investment advice. Current market conditions may not continue.

THIS MATERIAL MAY ONLY BE PROVIDED TO YOU BY VANECK AND IS FOR YOUR PERSONAL USE ONLY AND MUST NOT BE PASSED ON TO 
THIRD PARTIES WITHOUT THE PRIOR EXPRESS WRITTEN CONSENT OF VANECK. IF YOU HAVE NOT RECEIVED THIS MATERIAL FROM VANECK, 
YOU ARE HEREBY NOTIFIED THAT YOU HAVE RECEIVED IT FROM A NON-AUTHORIZED SOURCE THAT DID NOT ACT ON BEHALF OF VANECK 
AND THAT ANY REVIEW, USE, DISSEMINATION, DISCLOSURE OR COPYING OF THIS MATERIAL IS STRICTLY PROHIBITED. 

Investments in foreign securities involve a greater degree of risk including currency fluctuations, economic instability and political risk. 
Changes in currency rates and differences in accounting and taxation policies outside the U.S. can raise or lower returns.  Investing in 
emerging markets, of which frontier markets is a subset, involve a heightened degree of risk, including smaller sized markets, less liquid 
markets and other risks associated with less established legal, regulatory, and business infrastructures to support securities markets.  Due to 
these factors and others, the risks associated with emerging markets are increased in emerging markets. Bonds and bond funds will decrease 
in value as interest rates rise. Please note that generally, unconstrained bond funds may have higher fees than core bond funds due to the 
nature of their strategies.

For investors in Switzerland: The distribution of Shares of the Fund in Switzerland will be exclusively made to, and directed at, qualified 
investors (the “Qualified Investors”), as defined in the Swiss Collective Investment Schemes Act of 23 June 2006, as amended (“CISA”) and 
its implementing ordinance. A copy of the latest prospectus, the Key Investor Information Document, the annual report and semi-annual 
report, if published thereafter can be found on our website www.vaneck.com or can be obtained free of charge from the representative in 
Switzerland: First Independent Fund Services Ltd, Klausstrasse 33, CH-8008 Zurich, Switzerland. Swiss paying agent: Neue Helvetische Bank 
AG, Seefeldstrasse 215, CH-8008 Zürich; Place of performance and jurisdiction is at the registered office of the Representative. Funds other 
than the Luxembourg domiciled VanEck SICAV mentioned in this document may not be admitted for distribution in Switzerland.

The information herein reflects prevailing market conditions and our judgments as of the date of this document, which are subject to change. 
In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all 
information available from public sources.  Opinions and estimates may be changed without notice and involve a number of assumptions 
which may not prove valid. There is no guarantee that any forecasts or opinions in this material will be realized. Past performance is not a 
guarantee or a reliable indicator of future results. All investments contain risk and may lose value. This information should not be construed 
as investment advice. This information should not be construed as sales or marketing material or an offer or solicitation for the purchase or 
sale of any financial instrument, product or service sponsored by Van Eck Associates Corporation or its affiliates. © 2016, VanEck.  All rights 
reserved.
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