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Rebound in 2016 Sparks 
Bull Market Excitement

By Shawn Reynolds, Portfolio Manager

VanEck Global Hard Assets Fund
GHAAX    /    GHACX    /    GHAIX    /    GHAYX

Performance Review 

For the Global Hard Assets Fund (the “Fund”), the 

momentum that had built up during the third quarter of 

the year slowed during the fourth quarter, with Class A 

shares providing a total return of 3.45% (excluding sales 

charge) during the quarter. The Fund underperformed its 

commodity equities-based benchmark index, the Standard 

& Poor’s® (S&P) North American Natural Resources Sector 

Index (SPGINRTR), which returned 5.02% over the same 

period.  However, the Fund outperformed its benchmark 

over the year, returning 43.17% compared to 30.87% for 

the SPGINRTR. 

For comparative purposes, we continue to include total 

return figures for two additional commodity equity 

indices: the MSCI ACWI Commodity Producers Index 

(M2WDCOMP) and the Standard & Poor’s (S&P) Global 

Natural Resources Index (SPGNRUN).

The Fund’s positions in Energy sector (approximately 62% 

of Fund assets on average during the fourth quarter) and the 

Diversified Metals & Mining sub-industry (approximately 8% 

of Fund assets on average during the fourth quarter) were, 

in particular, significant contributors to positive performance. 

Within the Energy sector, positive performance stemmed 

mainly from the Oil & Gas Drilling sub-industry, which 

accounted for approximately 7% of Fund net assets on 

average during the fourth quarter. The Oil & Gas Equipment 

& Services sub-industry (approximately 11% of Fund assets 

on average during the fourth quarter) also made a useful 

contribution to Fund performance during the quarter.

Other sub-industries that made positive contributions of note 

to performance were Copper (approximately 5% of Fund 

assets on average during the fourth quarter), Fertilizers & 

Agricultural Chemicals (approximately 4% of Fund assets on 

average during the fourth quarter), and Steel (approximately 

Average Annual Total Returns (%) as of December 31, 2016

4Q16† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 
11/2/94)

3.45 43.17 -2.70 1.17

Class A: Maximum 5.75% load -2.48 34.95 -3.85 0.57

SPGINRTR Index1 5.02 30.87 1.26 2.64

M2WDCOMP Index2 7.14 33.30 -1.88 0.34

SPGNRUN Index3 6.69 32.28 -0.24 1.07

SPGSCITR Index4 5.76 11.37 -13.13 -8.10

†Quarterly returns are not annualized.  Please note that commodity prices may 
swing sharply in response to cyclical economic conditions. Investing involves 
risk, including possible loss of principal. The performance shown represents past 
performance and does not guarantee future results. Current performance may be 
lower or higher than the performance information shown. 

Expenses: Class A: Gross 1.36%; Net 1.36%. Expenses are capped contractually until 05/01/17 at 1.38% for Class A. Caps exclude 
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 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 
Net Asset Value (NAV). Index returns assume that dividends from index constituents have been reinvested. 

Please see disclaimers on the last page. Please call 800.826.2333 or visit vaneck.com for performance current to the most recent month end.
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2% of Fund assets on average during the fourth quarter). During the 

quarter, the Fund continued to hold no position in Integrated Oil & 

Gas.

The top performing company was Oil & Gas Drilling company 

Nabors Industries (4.36% of Fund net assets at period end*), 

which benefited from an uptick in drilling during the quarter. Major 

Diversified Metals & Mining company Glencore (4.37% of Fund 

net assets at period end*) benefited from both commodity price 

support, in particular, strong copper prices and continued, and 

expanded, successful strategic structural optimization. In the fourth 

quarter this included the company’s purchase of a significant stake 

(alongside Qatar’s sovereign wealth fund) in Russia’s largest oil 

producer, Rosneft PJSC, (not owned by the Fund*). Oil & Gas 

Equipment & Services company, Halliburton (4.46% of Fund net 

assets at period end*), benefited not only from the uptick in drilling 

during the quarter, but also from its significant share of the market. 

Finally, rounding out the top five performing companies were Steel 

Dynamics (2.02% of Fund net assets at period end*), which, as a 

low-cost producer, benefited from strong steel pricing, and copper-

producing company First Quantum Minerals (3.47% of Fund net 

assets at period end*) which continued to benefit from its strategic 

structural optimization and commodity price support. 

Continuing the reversal which began in the third quarter following 

strong performance in the first half of 2016, Gold (approximately 

11% of Fund assets on average during the quarter) was the largest 

detractor again in the fourth quarter. Of the five worst performing 

companies during the quarter, four were gold mining companies: 

Agnico Eagle Mines (2.24% of Fund net assets at period end*), 

Randgold Resources (1.12% of Fund net assets at period end*), 

Goldcorp (1.11% of Fund net assets at period end*), and Newmont 

Mining (2.17% of Fund net assets at period end*).  All suffered 

from the softness in gold prices and profit taking during the 

quarter. Gulfport Energy (1.52% of Fund net assets at period end*) 

detracted from performance, suffering from weak operating results 

and from an acquisition in a new basin financed by an equity 

offering which weighed on its shares.

Market Review 
During the quarter, sentiment remained positive and the demand for 

commodities stayed remarkably resilient. As was the case in the third 

quarter, the most significant macroeconomic factor influencing the 

market in which the Fund invested was the extraordinary monetary 

accommodation extended by central banks around the world, which 

continues to add to support for commodities.  Perhaps somewhat 

surprisingly, outcomes of two of the most significant events during the 

quarter also proved to be quite supportive. 

First, the specter of infrastructure and fiscal spending that followed 

Donald Trump’s victory in the U.S. presidential election helped 

highlight solid positive performance in the commodities space and 

raised the potential of further demand strength for many basic 

commodities. This was particularly reflected in the performance of 

the broader industrial metals mining sector. Similarly, the steel sector 

performed well during the quarter. During the period, steel companies 

in general were aided by solid demand and also, for U.S.-based 

companies, by tariffs imposed on imported Chinese steel.

Second, after having been essentially defunct, OPEC was 

“resurrected” by Saudi Arabia when the group announced at its 

official meeting at the end of November that member countries 

had agreed to the first oil output cuts since 2008. Though Iran was 

allowed to boost its output slightly from October levels, both Iraq 

and, for the first time in 15 years, non-OPEC Russia, agreed to output 

cuts as well in support of propping up oil prices.  OPEC’s November 

announcement to slash output by 1.2 million barrels a day from 

January 1, 2017 was followed by an additional announcement in 

mid-December that OPEC and non-OPEC producers had reached 

their first deal since 2001 to jointly curtail oil output.  On December 

10, producers from outside the organization agreed to reduce output 

by some 558,000 barrels a day, with Russia accounting for the lion’s 

share.  The oil market reacted accordingly with prices rising and front 

month West Texas Intermediate (WTI) crude oil ending over 11% up 

on the quarter at $53.72.

The U.S. rig count continued to ease its way up from the trough 

levels it reached in May. Over the quarter, 136 oil and gas rigs 

were added, an increase of nearly 26%. However, we continue 

to believe that any such rebound should be viewed as incremental 

when compared with the more than 1,500 rigs that were taken out 

of commission across the U.S. between late-September 2014 and 

early-May this year. 

On the demand side, global demand for crude oil and gasoline 

remained robust during the quarter. U.S. gasoline demand remains at 

record highs and the country continues to consume around 10 million 

barrels a day. The country’s gasoline demand also continues to 

exceed the unrefined crude oil demand of every country in the world 

except China.
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The gold market experienced further significant consolidation during 

the fourth quarter. Gold equity prices were pressured by the U.S. 

Federal Reserve’s rate hike and a significantly stronger U.S. dollar. 

However, we still believe that gold miners, strengthened by strategic 

improvements and ongoing restructurings, continue to be well 

positioned to withstand the current decline in the gold price, which 

is likely to be short term as global financial risks still appear on the 

horizon. 

Among the base metals, zinc and copper continued to benefit from 

a rebalancing of supply and demand. Zinc, in particular, had a 

further reduction in overall output as miners closed and/or restricted 

activities. Zinc three-months forward on the London Metals Exchange 

(LME) peaked at US$2,900 at the end of November, and ended 

the quarter up over 8%.  In response to restricted supply, at the end 

of December the Zhuzhou Smelter Group Co. (the Fund had no 

exposure during the quarter), the largest refined zinc producer in 

China, announced that it planned to cut output in January.

Abundant supplies of agricultural goods, particularly grains and 

commodity fertilizers continued to keep a lid on most agricultural 

commodity prices, despite near record demand across the complex. 

Nevertheless, reflecting three years of current soft prices and a 

broadly depressed farm economy, there has been an unprecedented 

wave of prospective consolidation in the industry. Seed companies 

have sought to merge with crop protection companies to offer a full 

and more robust suite of products. Input providers have also sought 

to consolidate and rationalize mergers across companies involved 

with potash, phosphate, and nitrogen. As a result, agriculture sector 

valuations strengthened during the quarter and bolstered share 

prices for many players.

Outlook
As we have always said, our Fund does not necessarily need 

economic and market winds at our back to deliver performance, 

we just need gale-force winds in our face to dissipate. As 2016 

unfolded, there were increasing signs that the global economy 

and equity markets had become accustomed to rolling economic 

and geopolitical risks and, at best, by yearend, had begun to 

actually anticipate and recognize the signs of a more robust global 

GDP outlook. Indeed, while we believe the balance of risks at the 

beginning of the year paid homage to these past fears, as the 

year progressed, markets began underwriting a more positive tilt, 

seeing the glass as half-full rather than half-empty. 

As we look out over 2017, and even further ahead, we believe 

it is extremely important to keep in mind that the depths of gloom 

plumbed in February 2016 marked the low point in probably 

one of the deepest and certainly longest downturns in history in 

the commodity markets. However, as these markets improve, we 

expect their emergence and rebound not to be short lived. Indeed, 

we consider that the three pillars of the next commodity bull 

market – technicals, macro, and fundamentals – are all now firmly 

anchored in place.

Technicals: Commodities are naturally cyclical and self-correcting, 

with cycles that typically last years. We are emerging from one 

of the worst bear markets ever and believe that the cyclical and 

secular adjustments we are now seeing are setting the stage for 

the next multi-year upswing. In the past, periods of a 20% to 50% 

decline in natural resource equity values have often preceded the 

start of a new cycle. Cycles have lasted upwards of six years with, 

in some cases, equity values doubling within the first three years. 

In addition, both energy and diversified mining exposures in the 

major indices currently remain below their long-term values.

Macro: What remain unprecedented are the monetary and fiscal 

policies currently being employed by central banks in their attempts 

to spur global growth. Not only have these policies led to an 

even greater expansion of the assets held by major central banks 

around the globe, we believe they have also further tightened the 

coiled spring of inflation.

Fundamentals: Global commodity demand remains remarkably 

resilient. Global oil consumption, for example, is at record levels 

and the expectation is that demand could increase by another 1.4 

million barrels a day in 2017. India could be poised to be the next 

major source of consumption stimulating the next growth cycle.

The supply response to the massive, multi-year decrease in capital 

investment is already apparent and is expected to become ever 

more so, with lasting production implications. However, the deep 

corporate restructuring that we have seen over the last couple of 

years will likely continue to improve both operating and financial 

performance.

We think that it is important to reemphasize that, when it comes 

to the deep corporate restructuring that has occurred, and 

continues to be undertaken in response to weak commodity prices, 

companies have responded in an almost unprecedented fashion. 
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*All company, sector, and sub-inudstry weightings as of December 31, 2016 unless otherwise noted.

All indices listed are unmanaged indices and include the reinvestment of 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. 1The S&P North American Natural Resources Sector Index (SPGINRTR) includes mining, energy, paper 
and forest products, and plantation-owning companies. 2The MSCI ACWI Commodity Producers Index (M2WDCOMP) is a free float-adjusted market 
capitalization index designed to reflect the performance of listed commodity producers across three industry (or sub-industry) categories as defined 
by the Global Industry Classification Standard: energy, metals, and agriculture. 3The S&P Global Natural Resources Index (SPGNRUN) includes 90 of 
the largest publicly traded companies in natural resources and commodities businesses that meet specific investability requirements, offering investors 
diversified and investable equity exposure across three primary commodity-related sectors: agribusiness, energy, and metals and mining. 4The S&P 
Goldman Sachs Commodity Index (SPGSCITR) is a composite index of commodity sector returns, representing an unleveraged, long-only investment in 
commodity futures.

Please note that the information herein represents the opinion of the author, but not necessarily those of VanEck, and this opinion may change at any 
time and from time to time. Non-VanEck proprietary information contained herein has been obtained from sources believed to be reliable, but not 
guaranteed. 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. Any graphs shown herein are for illustrative purposes only. No part of this material may be 
reproduced in any form, or referred to in any other publication, without express written permission of VanEck.  

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 risks associated with concentrating its investments in hard assets and the hard assets sector, including real estate, precious 
metals, and natural resources, and can be significantly affected by events relating to these industries, including international political and economic 
developments, inflation, and other factors. The Fund’s portfolio securities may experience substantial price fluctuations as a result of these factors, and 
may move independently of the trends of industrialized companies. 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 derivatives, commodity-linked instruments, and illiquid securities. 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, charges and expenses carefully before investing. The 
prospectus and summary prospectus contain this as well as other information. Please read them carefully before investing.

©2017 VanEck.

Of particular note has been the unanimity of the response, even if 

some companies have been slower than others in their responses, 

and also, the breadth and depth of the collective response. It has 

involved not just staff reductions and cost cuts of the low-hanging fruit 

variety, but companies have, also, markedly used all the restructuring 

tools at their disposal, including a much more nuanced approach to 

high-grading personnel and capital spending, the pursuit of enhanced 

technological solutions to operating expenses, and a “no-sacred 

cows” approach to asset rationalization. Critically, since debt levels 

had raised existential risks, companies unabashedly pursued an all-of-

the-above approach to balance sheet repair, including the elimination 

of dividend distributions and share repurchase programs, as well 

as issuing equity and using other, novel, financial engineering. In 

our view, this could lead to much stronger operational and financial 

results as companies emerge from this historical down-turn. We 

continue to believe that Glencore, one of the Fund’s largest holdings, 

provides a prime example of such a response, and of its effectiveness.

One of the main pillars of our investment philosophy continues to 

be to look for long-term growth and the structural enhancement in 

intrinsic value in the companies in which we invest. Even in today’s 

market conditions this continues to be one of our guiding tenets. 

Since we remain convinced that positioning our portfolio for the 

future, and not just reacting to current circumstance, is of paramount 

importance, our focus across the sectors in which we invest remains 

on companies that can navigate commodity price volatility and help 

grow sustainable net asset value.


