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Performance Review  
The Van Eck Emerging Markets Fund (the “Fund”) returned -17.44% in 
the third quarter of 2015 (excluding sales charge), slightly outperform-
ing its benchmark, the Morgan Stanley Capital International Emerging 
Markets (MSCI EM) Index, which returned -17.78% for the same period. 
To compare, the MSCI Emerging Markets IMI Index returned -17.61% for 
the same period. 

 

Market Review
Whether justified or not, emerging markets were again at the fore-
front of another global selloff. Events in China continued to evolve in 
the third quarter. Most notably, there was a modest devaluation of the 
yuan against the dollar, which in turn sent emerging markets curren-
cies lower, especially the currencies of commodity exporters (i.e. Brazil) 

and those that primarily export to China (i.e. Taiwan). The reluctance of 
the U.S. Federal Reserve (the Fed) to raise rates, blaming it on slowing 
global growth, also added to uncertainty and market volatility. Brazil’s 
woes accelerated, leading to a downgrade of the county’s credit rating. 
Global demand remained weak.

We are preconditioned to think that lower exchange rates in emerg-
ing markets have a beneficial impact on the balance of payments. We 
believe that the real issue is, however, that global trade has become 
less important. Global trade has actually been growing more slowly than 
global growth. Much of this has to do with China as an intermediary and 
its role in the commodity narrative. And whilst it is currently economically 
strong, spending in the U.S., similar to other places, seems to be more 
on non-traded goods and consumer experiences and less on goods or 
capital expenditures, which is what matters to the emerging markets. 

Our view is that if the Fed had raised interest rates, it would have been 
good for emerging markets. We consider the Fed’s inaction unwelcome: 
a large part of the negative returns for a U.S. dollar investor is dollar 
strength/emerging markets currency weakness. To be clear, historically, 
an initial Fed hike has usually been emerging markets currency positive/
dollar negative. Continuing uncertainty as to timing in general does not 
help the asset class. 

China continues to be on a glide path in terms of economic growth. It is 
decelerating, but we still think that the idea that there is going to be a 
hard landing is wrong. Some of the government reforms that have been 
implemented are good, in our view, for the long-term sustainability of 
economic growth. However, in some instances, these have just been 
poorly communicated, as was the case with the yuan’s devaluation. We 
believe that it is unrealistic for the world’s second largest economy’s 
currency to be pegged exclusively to the currency of the world’s larg-
est economy. We feel the move towards a more trade-weighted basis 
makes complete sense. But, since the move was poorly communicated, 
the market, already in a jittery mood, reacted impulsively. 

India continues to hold up well and is a bit of an island in this respect. 
India had high real rates, and it is encouraging to finally see a reduction 
in interest rates in the context of a fairly stable currency. Prime Minister 
Modi continues to show a strong willingness to get his reforms through 
and the market appears to like the growth projections. 

Brazil has been a disappointment and, seemingly, is getting worse by 
the day. It looks increasingly evident that a political solution will be 
needed to ensure better times ahead. It is important for investors to 

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 September 30, 2015

Q3151 1 Yr 3 Yr 5 Yr 10 Yr

Class A: NAV (Inception 12/20/93) -17.44 -16.31 1.46 -0.06 5.08

Class A: Maximum 5.75% load -22.21 -21.11 -0.52 -1.25 4.46

MSCI EM Index -17.78 -18.98 -4.93 -3.25 4.60

MSCI EM IMI Index -17.61 -18.45 -4.42 -3.09 4.93
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see some kind of stabilization in both GDP and earnings growth but, 
unfortunately, revisions continue to point downwards. The Real has 
probably devalued enough to be competitive, but that has not been 
the market’s focus. Their attention seems to be on the continued 
deterioration of the economy and the fiscal situation. Internal political 
conflicts seem to be the prevailing motivation for governmental action, 
or lack thereof. This has not been well received as reflected in the low 
approval rating of President Dilma Rousseff.

The focus in Taiwan continues to be technology, and it does look as 
though the fourth quarter could be slightly disappointing with weak 
semiconductor pricing and higher than normal inventories. 

Fund Review
On a country level, overweight allocations to India and Jordan and 
stock selection in India and Indonesia added to the Fund’s outperfor-
mance.  Allocations to South Korea, China and Brazil detracted most 
from relative performance in the third quarter, following events in China 
which put pressure not only on local markets, but also on markets that 
export to the country. 

On a sector level, health care was amongst the best performing sectors 
in the MSCI EM Index in third quarter. This was reflected in the Fund’s 
outperformance given the sizable overweight position compared to the 
benchmark. Underexposure to the energy and material sectors also 
aided performance, while stock selection in consumer discretionary, 
information technology and industrials detracted.

Our top five performing companies during the quarter came from sev-
eral different countries, including China, India and Jordan.

Luxoft Holdings (1.9% of Fund’s net assets at the end of the quarter*) is 
a high-end information technology services provider, in particular into 
the financial services industry. The company’s programmers are largely 
situated in the ex-CIS (Commonwealth of Independent States) countries, 
and weakness in local currencies continues to be a benefit to Luxoft. 

Hong Kong, China-based Techtronic Industries (1.0% of Fund’s net 
assets at the end of the quarter*), which has a strong relationship 
with Home Depot in the U.S., owns such iconic brand names as AEG, 
Dirt Devil, Hoover, Homelite, Milwaukee, Vax and power tool manufac-
turer Ryobi. During the quarter, the company benefited not only from 
increased margins, but also the current strength of the construction 
marketplace in U.S.

Two of the Fund’s pharmaceutical holdings, both providers of generics, 
were top performers this quarter: Cadila Healthcare (1.5% of Fund’s net 
assets at the end of the quarter*) and Hikma Pharmaceuticals (0.8% of 
Fund’s net assets at the end of the quarter*).

Cadila, headquartered in Ahmedabad, India, has established a particularly 
strong position in both the cardiology and respiratory segments of the 
market. Cadila has a healthy developmental pipeline of U.S. FDA approv-
als coming through and, additionally, it appears that the pace of these 
approvals will be picking up. On July 28, Hikma, which was founded in 
Jordan in 1978 and currently has substantial sales in the Middle East and 
North Africa region, announced the acquisition of Roxane Laboratories 
Inc. and Boehringer Ingelheim Roxane Inc. from Boehringer Ingelheim. 

This deal, expected to close in the fourth quarter of this year, was well 
received by the market. The company’s purchase of these U.S.-based 
firms establishes its position in the U.S. generics market not only 
geographically, but also in terms of the future breadth and scope of 
products available to U.S. consumers.

Finally, Tech Mahindra (0.5% of Fund’s net assets at the end of the 
quarter*), India’s fifth largest IT services company, performed strongly, 
with its first quarter results (announced in late July) exceeding earnings 
expectations.

Of the Fund’s five holdings with the greatest negative performance for 
the quarter, two were from Brazil and suffered accordingly. Both Brazil-
ian holdings, BB Seguridade Participacoes (2.0% of Fund’s net assets 
at the end of the quarter*), the insurance arm of Banco do Brasil, and 
Itaú Unibanco (2.1% of Fund’s net assets at the end of the quarter*), 
suffered significantly from the continued deterioration of the real 
against the U.S. dollar.

Other detractors from performance included Taiwanese company 
LARGAN Precision (2.6% of Fund’s net assets at the end of the quar-
ter*) a producer of camera lens modules for high-end smart phones, 
which suffered during the quarter on the back of concern about mar-
ket share loss. Chongqing Rural Commercial Bank (2.8% of Fund’s 
net assets at the end of the quarter*), was hit by concerns about both 
debt levels in China and the true cost of credit for China’s banks. 
And finally, CAR (2.3% of Fund’s net assets at the end of the quarter*) 
is China’s largest car rental service and has benefitted in the past 
from having a partial ownership stake from Hertz. CAR was impacted 
when Hertz, subsequent to a change in management, indicated that it 
was going, at least partially, to exit its position in CAR (although this 
has only been partially carried out at this time). Additionally, there 
was also concern about CAR’s investment in the associated com-
pany UCAR (which provides chauffeured car services in China using, 
amongst others, vehicles from CAR’s overall pool) and the lack of 
clarity about the value of their investment. 

Market Outlook
The current turbulence in the markets has created, and continues to 
create, the potential opportunity for stocks to come within our valuation 
range. And, generally speaking, valuations currently look attractive. As 
a result of this, we have recently bought a couple of stocks we have 
been following and admiring for some time, but which have previously 
been out of our valuation range. One of these was Safaricom (0.7% of 
Fund’s net assets at the end of the quarter*), one of Kenya’s leading 
mobile network operators.

Concern about high debt levels (in certain sectors, in certain countries) 
have exacerbated capital flow, which have tightened both domestic 
liquidity and demand. While we cannot expect reflexive balance of 
payment adjustments to solve the problem, we should neither expect 
a financial crisis. In our view, most emerging markets appear to be 
in relatively good shape, especially in terms of economic metrics (for 
example, amounts of long- and short-term debt and levels of reserves). 
However, the slowdown in demand signals that the world’s growth rate 
might be muted for some time.
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*All country and company weightings as of September 30, 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. ©2015 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 se-
curities 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, 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.
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In the next several months, we expect China data to stabilize as more 
modest stimuli are targeted at various areas in addition to supplemen-
tal liquidity measures, in particular, reserve rate requirement cuts. But 
any traditional stimulus, similar to what was implemented in 2008, is 
not likely to be as effective this time round. First, these would have to 
be on a much larger scale, as China is substantially more robust now 
than it was then. And second, the issue of leverage is now quite impor-
tant and requires considerable care. However, we believe that the silver 
lining in all this is that the country is more likely to go down a genuine 
reform route as a way to achieve economic growth.

Risks in China reside with state owned enterprises and the local 
government sector. There is certainly the possibility of more public 
bankruptcies. Overcapacity and production growth, particularly in the 
heavy industry space, have led to considerable weakness there in our 
view. The tertiary (services) sectors however seem to be doing fine.

As we have for some time now, we will continue to monitor the normal-
ization of interest rates in the U.S., whether it happens this year or 
next, to ensure the portfolio is positioned to limit any potential negative 
impact. We believe that there is still ample scope for some emerging 
markets countries to continue to cut interest rates, as evidenced by 
recent reductions in Indonesia, India and Taiwan. While volatile trading 
remains, we continue to look for opportunities to buy good companies 
at great valuations. Despite its slowing pace, emerging markets still 
represent a strong growth opportunity, driven by real trends such as 
demographics, consumption and urbanization. Although the asset class 
might encounter some bumps in the short run, we believe the outlook 
in the long run remains bright. 


