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Gold’s 2019 Resolution: Challenge the Resistance
By Joe Foster, Portfolio Manager
VanEck - Global Gold UCITS
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Fund Review

Market Review

The Fund’s Class R1 shares returned 11.76% for the one-

After spending several months consolidating around the

month period ending 31 December 2018, while the NYSE
Arca Gold Miners Net Total Return Index (GDMNTR)

1

$1,200 per ounce level, we believe gold has embarked
on a new positive trend supported by strong inflows to

returned 10.77% for the same period.

bullion exchange-traded products. Early in December
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communicated a pause in their trade conflict. Gold then
rose to six-month highs following the Federal Reserve’s
decision to raise rates on 19 December. The stock market,
crude oil, bonds, and President Trump all signaled that Fed
Chairman Jerome Powell had made a grave mistake by
indicating more rate increases to come in 2019. We also

†

Monthly returns are not annualized.

believe that the Fed made a serious mistake, but we think

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 blame should be placed on Mr. Powell’s predecessors,

Past performance of the sub-fund is no guarantee for future
performance. Any performance presented herein is for illustrative
purposes only. Historical information is not indicative of future
results; current data may differ from data quoted. Performance
information does not take into account the commissions and
costs incurred on the issue and redemption of units. Performance
information is presented net of fees, but gross of tax liabilities.
Each index listed is unmanaged and the returns include the
reinvestment of all dividends, but do not reflect the payment of
transaction costs, fees or expenses that are associated with an
investment in any fund. An index’s performance is not illustrative
of a Fund’s performance. You cannot invest in an index.

who waited far too long to normalize monetary policy.
Now the Fed is tasked with normalizing rates late in the
cycle, and it is rapidly running out of time.
Since the stock market peaked on 21 September, gold has
outperformed West Texas Intermediate (WTI) crude oil by
42% and the NYSE Arca Gold Miners Index (GDMNTR)
has outperformed the S&P 500® Index2 by 27%. Markets
are beginning to price in an end to the post-crises
expansion in 2019, while gold, the U.S. dollar, and U.S.
Treasuries are all signaling a rise in global financial risks.
For the month of December, gold gained $59.95 (4.9%)
to $1,282.45 per ounce. Gold stocks trended higher with
gold, as the GDMNTR advanced 10.8% and the MVIS
Global Junior Gold Miners Index (MVGDXJTR)3 gained
13.1%.
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Excluding December, it was a difficult year for gold and gold

it is a temporary issue or a lasting problem for management. In

stocks. The U.S. dollar was stronger than expected in 2018, which

2018, we had seven companies that failed to properly manage

created a major headwind for gold. The U.S. economy received

risks, which is more than double the norm. Four of these are no

a boost from the Trump tax cuts and deficit spending, resulting in

longer in the portfolio, while we expect three to regain their lost

strong growth, low unemployment, and an annual gain of 4% for

performance in 2019.

the US Dollar Index (DXY). Investors showed little interest in gold
4

investments amid the booming economy and stock market highs.

A second area of underperformance was due to geopolitical

Rising rates coupled with the strong U.S. dollar created problems

risks associated with incoming President Andrés Manuel López

for emerging markets debt, which culminated in a currency crisis

Obrador of Mexico. It was anticipated that the new president

in Turkey. The U.S. dollar saw additional gains against many

would be unfriendly to business and could empower unions and

emerging markets currencies that are not included in the DXY.

anti-mining groups. Because of this, we trimmed our exposure to

Weak fundamentals caused the gold price to fall through technical

companies with Mexican operations ahead of the June election.

support to its yearly low of $1,160 in August. However, gold cut

However, after the election and before he took office in December,

its losses late in the year, as market sentiment seemed to change

a controversial airport referendum and proposed anti-mining

to favor gold. Gold ended 2018 with an annual loss of just $20

legislation from his party caused stocks to decline. In hindsight we

(1.6%).

should have been more aggressively cutting Mexico. Our Mexican
exposure will remain below normal until we see more favorable

The lack of interest in gold for most of the year was magnified

leadership.

for gold stocks. The GDMNTR fell 8.5% in 2018, while the
MVGDXJTR declined 11.3%. It was a particularly difficult year

Market Outlook

for junior companies, which we define as developers and those

What a difference a year makes. 2018 began with the

companies producing less than 300,000 ounces per year. Most

synchronized global growth theme and 2019 looks like it

juniors failed to outperform the GDMNTR benchmark. Tax loss

is beginning with a synchronized global contraction theme.

selling and liquidation of a large gold fund weighed on juniors

Manufacturing results in China, as measured by the Purchasing

in the fourth quarter. The weak stock performance belies the fact

Managers’ Index (PMI)5 from both the official Chinese National

that companies are doing well both operationally and financially.

Bureau of Statistics and Caixin/Markit, a private survey, slipped

This has resulted in valuations that are well below the long-term

into contraction territory in December. Japan and Germany logged

average. Strong company fundamentals suggest that this value

negative GDP growth in the third quarter. According to a Duke

gap could close once investors take a more positive outlook for the

University survey, as reported by Gluskin Sheff6, 49% of U.S. chief

gold price.

financial officers believe the economy will begin a recession in
2019 and 82% are expecting a recession in the next two years.

Our active gold strategy performance did not meet our

Parts of the U.S. Treasury yield curve have slightly inverted, which

expectations in 2018, even though we had some strong winners.

has not happened since 2008.

Mid-tier producer Kirkland Lake (9.8% of net assets*) was able to
expand high-grade reserves and production, resulting in strong

During the post-crisis bull market, the S&P 500 has endured

gains for our top position. Several of our Australian mid-tier stocks

four corrections of 15% to 20%, with the first three occurring in

also outperformed thanks to strong operating results. Our top

2010, 2011, and 2015/16. The current correction is the fourth

junior developer Corvus Gold (2.3% of net assets*) advanced as

in this cycle and appears to be the most ominous forecast for

the company published a robust preliminary economic assessment

the economy because it coincides with steep selloffs in crude

for its project in Nevada. However, we had a number of junior

oil and other commodities, along with a rally in U.S. Treasuries

and mid-tier companies in the portfolio that reported unanticipated

and widening corporate spreads. After a tax cut-induced surge,

operating or social problems that impacted performance. When

corporate profits are set to decline, which may foreshadow a fall

we invest, we are convinced through our due diligence that

in the largest single source of demand for U.S. stocks. Goldman

management can mitigate operating and social risks. Thus, when

Sachs reported in October that U.S. corporations were on track to

companies fail to operate as planned, we must determine whether

repurchase over $770 billion of their own stock in 2018.
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It is widely believed that there is a 12-month lag for central

has been asset price inflation in stocks, bonds, real estate,

bank policies to take effect. That means that the economy will

and other asset classes. In totality, this has possibly created the

feel the full impact of the Fed’s 2018 rate hikes and $30 billion

largest asset bubble in history, but without mania psychology, a

of monthly quantitative tightening (QT) in 2019. In addition,

crash is less likely in our view. An added risk in this cycle is an

the Fed is set to raise rates further and has increased QT to

explosion of sovereign debt. This may bring a policy response

$50 billion per month.

from central banks in a downturn that distorts and drives
markets, but we believe it is unlikely to precipitate a crash,

We expect to see one of two scenarios in 2019:

especially with a more stable post-crisis banking system. Gold
investments may see less volatility in a crash-less downturn.

1) The Fed stays on course, possibly driving the economy into
recession. This may bring increased financial risks from highlyindebted governments and corporates.
2) The Fed pauses or reverses its tightening cycle. This would
likely bring U.S. dollar weakness.
Both scenarios would be favorable for gold. Gold and gold
stocks enter the New Year with positive trends that were
lacking for most of 2018. In our opinion, it looks increasingly
likely that gold may again test the $1,365 level of resistance
that has been in place now for five years. If the markets are
seeing enough systemic risks to move gold through this level,
we believe it should be a very good year for investors in gold
and gold stocks.
Finally, if we are correct in calling for a recession to start in
the coming 12 months, would markets crash as they did in
2000 and 2008, or would it be a more orderly bear market?
Barring a black swan event and aside from cryptocurrencies,
there are not any obvious manias in this cycle. However, there
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*All company weightings, if mentioned, are as of 31 December 2018, unless otherwise noted.
Nothing in this content should be considered a solicitation to buy or an offer to sell shares of any investment in any jurisdiction where the offer or
solicitation would be unlawful under the securities laws of such jurisdiction, nor is it intended as investment, tax, financial, or legal advice. Investors
should seek such professional advice for their particular situation and jurisdiction.
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. Certain indices may take into account withholding taxes. An index’s performance is
not illustrative of the Fund’s performance. Indices are not securities in which investments can be made.
NYSE Arca Gold Miners Index (GDMNTR) is a modified market capitalization-weighted index comprised of publicly traded companies involved primarily in the
mining for gold. 2S&P 500® Index (S&P 500) consists of 500 widely held common stocks covering industrial, utility, financial, and transportation sectors. 3MVIS
Global Junior Gold Miners Index (MVGDXJTR) is a rules-based, modified market capitalization-weighted, 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. 4U.S. Dollar
Index (DXY) indicates the general international value of the U.S. dollar. The DXY does this by averaging the exchange rates between the U.S. dollar and six major
world currencies: Euro, Japanese yen, Pound sterling, Canadian dollar, Swedish kroner, and Swiss franc. 5The Purchasing Managers’ Index (PMI) is an indicator
of the economic health of the manufacturing sector. The PMI is based on five major indicators: new orders, inventory levels, production, supplier deliveries and the
employment environment. 6Gluskin Sheff + Associates Inc., a Canadian independent wealth management firm, manages investment portfolios for high net worth
investors, including entrepreneurs, professionals, family trusts, private charitable foundations, and estates.
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This material is for informational/advertisement purposes only and does not constitute any legal or investment advice. It is mainly dedicated to
professional investors and is not to be regarded as an offer for the purchase and the sale of the fund’s shares. Investors should consult the prospectus
and key investor information before subscribing. The prospectus, the key investor information documents and the financial reports can be obtained
free of charge from vaneck.com and upon request from VanEck ICAV’s registered office and the offices of all local information agents. The documents,
except for key investor information, are only available in English. Past performance of the Sub-Fund is no guarantee for future performance.
IMPORTANT INFORMATION - FOR AUTHORIZED USE ONLY
All documents on VanEck ICAV’s sub-funds are for informational/advertisement purposes only and do not constitute any legal or investment advice. It
is mainly dedicated to professional investors and is not to be regarded as an offer for the purchase and the sale of the fund’s shares. Investors should
consult the prospectus and key investor information before subscribing. The prospectus, the key investor information documents and the financial
reports can be obtained free of charge from vaneck.com and upon request from VanEck ICAV’s registered office at 25/28 North Wall Quay, Dublin
1, Ireland and the offices of all local information agents. The documents, except for key investor information, are only available in English. Please
read these documents before investing and take note of the risk factors. Note: No guarantee can be provided that the Sub-Funds presented will attain
their objectives. The value of an investment may decline as well as increase. All persons interested in investing in one of the Sub-Funds presented
are recommended to seek advice from independent legal and tax advisors in order to ascertain whether the investment is appropriate to their own
objectives.
FOR AUSTRALIAN WHOLESALE CLIENTS: Van Eck US investment advisers offer investment management services that are regulated by US laws which are
different to Australian laws. Such products and services are only available to wholesale clients in Australia as defined in the Corporations Act 2001 (Cth).
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.
In compliance with the relevant provisions of the UCI Law, the Feeder will at all times invest at least 85% of its assets in shares of the Master. The
performance of both funds will not be equal, due in particular to costs and expenses incurred by the Feeder, hedging instruments (as applicable) and
the Reference Currency of the Share Classes of the Feeder differing from that of the Master.

The portfolio information provided in this document is for illustrative purposes only and does not purport to be recommendation of an investment in,
or a comprehensive statement of all of the factors or considerations which may be relevant to an investment in, the referenced securities. Presented
information is based on sources and information VanEck considers trustworthy, but such information might be partially incorrect or incomplete.
Information presented illustrates the investment process undertaken by the manager in respect of a certain type of investment, but may not be
representative of the Lombard Odier - World Gold Expertise Fund (“LOF”) past or future portfolio of investments as a whole and it should be understood
that they will not of themselves be sufficient to give a clear and balanced view of the investment process undertaken by the manager or of the
composition of the investment portfolio of LOF. As the case may be, further information regarding the calculation methodology and the contribution of
each holding in the representative account to the overall account’s performance can be obtained by LOF or the Management Company.
You can lose money by investing in the Sub-Fund. Any investment in the Sub-Fund should be part of an overall investment program, not a complete
program. The Sub-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 Sub-Fund’s overall portfolio may decline in value due to developments specific to the
gold industry. The Sub-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, or political, economic or social instability.
The Sub-Fund is subject to risks associated with investments in Canadian issuers, commodities and commodity-linked derivatives, commodities and
commodity-linked derivatives tax, gold-mining industry, derivatives, emerging market securities, foreign currency transactions, foreign securities, other
investment companies, management, market, non-diversification, operational, regulatory, small- and medium-capitalization companies and subsidiary
risks.

Please see the prospectus and key investor information document for information on these as well as other risk considerations.
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