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Natural Resources Turn Choppy
as Trade Winds Persist
By Shawn Reynolds, Portfolio Manager
VanEck - Global Hard Assets UCITS
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Market Review

Average Annual Total Returns (%) as of 30 June 2019

After an encouraging first quarter to the year, commodities
and natural resource equities turned choppy and skittish, and
this was reflected in the performance of the VanEck - Global
Hard Assets UCITS Fund (the “Fund”) Class R1 shares, which
returned -0.83% (excluding sales charge) during the second
quarter of 2019.
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A clear, finite resolution to the problems surrounding tariffs
and trade remained elusive. As concerns around slowing
growth and undershot inflation targets increased, central
banks around the world re-engaged, reversed their policies
and started easing. In June, this led to a surge in the price of
gold and renewed hope that previous fears around threats to
global growth would prove unfounded.
Crude oil and natural gas prices fell during the quarter.
And, though they may have had a good start to the year,
North American oil and gas producers languished as the
perceived outlook for global oil demand weakened while,
simultaneously, production moved higher in April and May.
For base and industrial metals, the second quarter was
considerably more unsettled as trade concerns remained
unresolved and individual companies were faced with a host
of operational and geopolitical setbacks. However, gold and
gold stocks shone brightly, especially in June, when the shift in
central banks’ policies towards greater accommodation lead
to a meaningful, technical breakout above $1,400 per ounce.
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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.
Quarterly returns are not annualized. Life performance for the SPGINRTR Index
and the M2WDCOMP Index are presented in U.S. Dollars (USD) as of Class I1
inception date of 24/01/2013.
†

Finally, among the grains, corn saw a significant jump during
the quarter as considerable rain and flooding in the U.S.
Midwest injected a fair amount of uncertainty into the outlook
for this year’s corn yields and output.

Performance & Positioning
On an absolute basis, our positions in gold, renewable
energy (including semiconductor equipment, electrical
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components and equipment, industrial REITs and renewable

We also opened positions in oil and gas services and equipment

electricity sub-industries) and agriculture (including fertilizers

company Solaris Oilfield Infrastructure, Inc. (0.21%), which is

and agricultural chemicals, packaged foods and meats, and

heavily involved in mobile proppant and chemical systems. The

agricultural products) were the largest contributors. The largest

company has a strong balance sheet, high free cash flow yield,

absolute detractors included our allocations to oil and gas

competitive dividend, attractive relative valuation and continues

exploration and production and copper.

to gain market share in both its established and developing
product/service lines.

In terms of portfolio positioning, there were some notable
changes in the second quarter and, in particular, within our

Finally, in terms of adds within the energy space, we

energy allocations.

participated in an initial public offering for oil and gas
exploration company Brigham Minerals (0.23%) and,

As part of the developing theme of capital discipline and return

subsequently, stayed with the allocation. We consider the

of capital, we initiated positions in integrated oil and gas

minerals company attractive given its high free cash flow yield

companies Chevron Corporation (2.96% of net assets) and

and dividend yield and its connection with good operators,

Royal Dutch Shell plc (1.43%) as both companies have shown,

providing promising long-term stability and growth potential.

recently, their willingness to prioritize these factors as part of
their core business models.

We exited a number of companies during the quarter. Notable
among these were: Anadarko Corp. following its acquisition
by Occidental Petroleum (not held by Fund), given Occidental’s

Top Quarterly Contributors/Detractors

relative lack of capital discipline and low-prioritization of return
Holding (% Weight)

Estimated Contribution (%)

Performance Drivers

of capital; diversified metals and mining company KAZ Minerals
PLC, with the capital being re-allocated to financially stronger

Anadarko (0.00%)

SolarEdge (2.21%)

Acquisition target of two
integrated oil companies

0.95

Removal of Huawei as
a U.S. competitor

0.89

names; oil and gas refining and marketing company Green
Plains Inc.; and gold mining company IAMGold Corporation.

Outlook
We believe resolution on trade and further accommodative
central bank policy would be positive for the space. In the

Barrick (4.81%)

Elevated gold prices; dissipation
of uncertainty around M&A activity

0.81

meantime, these macroeconomic headwinds may dampen the
impact of potential tightening supply and demand fundamentals
or significant corporate actions.

First Quantum (3.59%)

-0.61

Concerns around potential
royalty obligations in Zambia

Energy allocations remain at historic lows with the vast majority
of long-term investors in the sector demanding that North
American unconventional oil and gas companies deliver on

Glencore (2.46%)

-0.62

Transparency concerns over
handling of DRC mine issues

their promise of return of capital. For this reason, prioritization
of capital discipline remains critical and companies must be
willing to “prove it” by delivering attractive returns on capital
and associated cash flow yields and, furthermore, by initiating

Encana (2.09%)

-0.97

Continued overhang from
acquisition of Newfield

Source: FactSet; VanEck. Data as of 30 June 2019. Weights denoted with “0.0%” indicate a
position sold during the quarter. Contribution figures are gross of fees, non-transaction based
and therefore estimates only. Figures may not correspond with published performance
information based on NAV per share. Past performance is not indicative of future results.
Portfolio holdings may change over time. These are not recommendations to buy or sell
any security.

or expanding their dividend and share repurchase programs.
Mergers and acquisitions that would have otherwise sparked
interest—in terms of potential cost synergies and growth
opportunity—have, for the most part, fizzled with this core
investor base.
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Base metals and mining companies are unable to escape trade

We believe gold miners are in perhaps the most favorable position

fears and so, perhaps more than any other natural resources sector,

of all natural resource sectors at this point. A roughly 8% move in

would substantially benefit from a resolution. Headline risks have

gold can often generate double-digit increases in free cash flow for

also increased for many of these companies following several major

some operators (depending on their all-in mining costs) and shifts

incidents, including Vale’s tailings dam collapse in Brazil and a fatal

in central bank policy, declining real rates and a weaker dollar

landslide at a Glencore mine in the Democratic Republic of Congo.

could help establish a higher trading range for the metal over the

Fundamentals in the space remain as enticing as ever, particularly

next several months. The current price to cash flow valuations of

for copper, yet the market has reluctantly imputed these factors into

majors and mid-tiers are also hovering around their 15-year lows,

the share price of many operators.

presenting an attractive value opportunity with a relatively tangible
short-term catalyst.

All company weightings, if mentioned, are as of 30 June 2019 unless otherwise noted. This is not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the
securities mentioned herein. Fund holdings will vary.

S&P North American Natural Resources Sector (SPGINRTR) provides investors with a benchmark that represents U.S. traded securities that are classified under the GICS®
energy and materials sector excluding the chemicals industry; and steel sub-industry. 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. 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.
1

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-VanEck 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 VanEck. ©2018 VanEck.
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.
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 risks associated with concentrating its investments in hard assets and the hard assets sector, including, 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 Sub-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 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, including the takeover of property without adequate compensation or imposition of prohibitive taxation. The Sub-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 key investor information document for information on these as well as other risk considerations.
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