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Opposing Forces Confine Gold
by Joe Foster, Portfolio Manager
VanEck - Global Gold UCITS

Demand Surprise
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-17.90 19.11

3.76

†Monthly returns are not annualized. Please note that precious metals prices
may swing sharply in response to cyclical economic conditions, political
events or the monetary policies of various countries.
Past performance of the sub-fund is no guarantee of 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.

The World Gold Council’s second quarter report showed that
overall demand improved in the first half (although not to prepandemic levels), mainly due to the resurgence of Covid in
India. This was expected but what was a significantly positive
surprise was the level of central bank demand. Central bank net
purchases totaled 333 tonnes in the first half, which is in line
with elevated levels of net purchases seen before the pandemic
when Russia and China were the heavy buyers.3 This year, both
of those countries have refrained from buying, while Thailand,
Hungary and Brazil have stepped in as the largest purchasers.
Thailand’s central bank governor indicated that gold addresses
the key reserve management objectives of security, return,
diversification and tail-risk hedging.4

Mixed Signals
Falling rates indicates the bond markets fear economic
weakness ahead, whereas U.S. dollar strength is indicative of
a healthy economy that is attracting investment flows. These
diverging markets suggest high levels of uncertainty. The bond
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variant and concerns that the economy might suffer if the Fed

ounce level as opposing forces pulled gold in oppositedirections.

begins withdrawing its stimulus. On the other hand, the dollar’s

Gold was held back by a U.S. dollar that has been surging

strength suggests rates will climb eventually as the economy

since the June 16 Federal Open Market Committee(FOMC)

improves.

announcement in which the U.S. Federal Reserve (Fed) indicated
it might begin tightening sooner than the markethad expected. At
the same time, gold found support from falling interest rates, as
the ten-year treasury yield declined from1.47% to 1.22% in July.
Gold finished the month at $1,814.19 per ounce, for a $44.08
(2.5%) gain. The NYSE Arca Gold Miners Index1 gained 3.1%,
as the larger producers trended higher with the gold price.
However, the MVIS Global Junior Gold Miners Index2 declined
1.6%. The smaller companies tend to underperform in weak
gold markets. Gold has been in a correctionsince it reached its
all-time high in August 2020 and we expect the junior stocks to
struggle until gold shows more positive momentum.

It might be that that the dollar is correctly forecasting the nearterm, whereas bonds are taking a longer-term view. Fiscal and
monetary stimulus are set to drive the economy for another year
or two, regardless of any problems caused by the coronavirus.
However, we believe economic growth will face increasing risks
once the stimulus begins to wane. The stock and debt markets
may face collapse without the government-manufactured
liquidity they have come to rely on.

Hidden Inflation
Also, inflation is currently being driven by supply constraints as
well as demand from economies emerging from the pandemic.
The markets generally believe the Fed’s view that this inflation
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is transitory. However, we believe that record money supply,
structurally higher commodities prices, shifts in labor-related
demographics and on-shoring of trade means that inflation
may persist in the long-term. A recent Wall Street Journal article
focuses on supermarkets that are stockpiling inventory to protect
margins from anticipated price increases later in the year. This
is classic hoarding behavior used in the seventies to cope with
inflation that compounds the problem. Consumers may adopt
similar strategies. Inflation presents a significant risk, and if
the bond market is correctly forecasting economic weakness,
then perhaps the current inflation will eventually transition to
stagflation.

Johnson, U.S. Senator for Wisconsin, in 2021.
• “Easy credit feeds our love of immediate gratification, distorts
self-regulation and diminishes prudent market behavior, creating
a destabilizing positive-feedback loop.” Peter C. Whybrow,
English psychiatrist, Award-winning author, and Distinguished
Professor in the Department of Psychiatry and Biobehavioral
Sciences at UCLA, in 2015.
• “It’s fair to say that $12.3 trillion of stimulus seems to
have killed off the U.S. credit default cycle. Almost all fear
of bankruptcy has been obliterated from debt markets” Lisa
Abramowicz, Journalist on Bloomberg Radio and Television, in
2021.

Irrational Exuberance
Another interpretation of the divergence between the dollar and
bond markets is that the traditional economic signals that the
market relies on have been distorted by the radical fiscal and
monetary policies that began with the global financial crisis
and were unleashed on steroids with the pandemic crisis. The

• “Capitalism doesn’t work unless capital costs something and
markets don’t work unless they’re allowed to rise and fall.”
Sheila Bair, Former Chair of the U.S. Federal Deposit Insurance
Corporation, in 2021.

world is saturated with liquidity that is available at near-zero

• “The first panacea for a mismanaged nation is inflation of the

rates. Trillions of dollars can drive markets without regard to

currency; the second is war. Both bring a temporary prosperity;

fundamentals when investors are desperate for returns.

both bring a permanent ruin. But both are the refuge of political
and economic opportunists.” Ernest Hemingway in 1935.

Well Said
Democratic free markets have provided benefits to society in
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Brookings Institution and former Chair of the Federal Reserve,
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we believe, are putting continued societal benefits at risk. Here
are a collection of quotes that articulate our concerns:

• “Inflation has increased notably and will likely remain

• “Capitalism succeeds not because it is based on greed, but

Chair of the Federal Reserve, in 2021

because the freedom to trade and do business with others is in
harmony with our God-given nature.” Arthur Brooks, Professor
of the Practice of Public Leadership, Harvard Kennedy School
and Professor of Management Practice, Harvard Business

elevated in coming months before moderating.” Jerome Powell,

• “Information is too voluminous, diffuse, and dynamic for
central authorities to plan the economy successfully. Even the
world’s smartest people and most competent governments don’t

School, in 2015.

possess enough knowledge to micromanage sprawling complex

• “In the private sector, we often have to remind ourselves to

and policy – helps us correct errors and climb the ladder of

celebrate success because competition forces us to focus on

progress and truth.” Brett Swanson’s 2021 synopsis of Friedrich

solving problems and striving for continuous improvement.” Ron

Hayek’s 1974 Nobel Prize Lecture.
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• “I’ve spent my career talking about ‘why would you want to
own gold?’ It has no income, it costs to store. And yet, when you
see the debasement of the currency, you say, what am I going to
hold on to?” Sam Zell, Founder and Chairman of Equity Group
Investments, in 2021.
We have deep concerns regarding the risks that unconventional
fiscal and monetary policies pose to free markets and capitalism.
These policies have created excessive debt, ballooning money
supply, asset bubbles, inflation, risky investment behavior, and
elevated levels of uncertainty. In addition, well intentioned
policies and regulations to promote social justice or climate
control also risk unintended consequences that might undermine
business and society. While we find these witty and concise
quotes from economists, writers, and investors who share our
view enlightening, investors should take these seriously and
consider gold, an asset class with a recognized track record of
offsetting pervasive market risk.

vaneck.com |EMEASales@vaneck.com |+49 (0)69 4056 69 50

Manager Commentar y July 2021

All company, sector, and sub-industry weightings as of of 31 July 2021 unless otherwise noted. All economic data sourced from Bloomberg and Wall Street Journal.
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.
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. 2MVIS 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.
3
S&P 500® is a capitalization-weighted index of 500 U.S. stocks from a broad range of industries. 4Purchasing Managers’ Index (PMI) are economic indicators
derived from monthly surveys of private sector companies. The Institute for Supply Management (ISM) PMI releases an index based on more than 400 purchasing
and supply managers surveys both in the manufacturing and non-manufacturing industries.
1

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 Disclosures
For informational and advertising purposes only.
This information originates from VanEck (Europe) GmbH which has been appointed as distributor of VanEck products in Europe by the Management Company VanEck Asset
Management B.V., incorporated under Dutch law and registered with the Dutch Authority for the Financial Markets (AFM). VanEck (Europe) GmbH with registered address at
Kreuznacher Str. 30, 60486 Frankfurt, Germany, is a financial services provider regulated by the Federal Financial Supervisory Authority in Germany (BaFin). The information is
intended only to provide general and preliminary information to investors and shall not be construed as investment, legal or tax advice. VanEck (Europe) GmbH and its associated and
affiliated companies (together “VanEck”) assume no liability with regards to any investment, divestment or retention decision taken by the investor on the basis of this information. The
views and opinions expressed are those of the author(s) but not necessarily those of VanEck. Opinions are current as of the publication date and are subject to change with market
conditions. Certain statements contained herein may constitute projections, forecasts and other forward looking statements, which do not reflect actual results. Information provided by
third party sources are believed to be reliable and have not been independently verified for accuracy or completeness and cannot be guaranteed. All indices mentioned are measures
of common market sectors and performance. It is not possible to invest directly in an index.
VanEck Asset Management B.V., the management company of VanEck Global Gold UCITS (the “Fund”), a sub-fund of VanEck ICAV, is a UCITS management company incorporated
under Dutch law and registered with the Dutch Authority for the Financial Markets (AFM). VanEck Asset Management B.V. transferred the investment management for the Fund to Van
Eck Associates Corporation, an investment company regulated by the U.S. Securities and Exchange Commission (SEC). The Fund is registered with the Central Bank of Ireland. VanEck
- Global Gold UCITS is the Feeder fund (hereinafter “Fund”, “Feeder”, “Feeder Fund” or “Sub-Fund”) of the Master fund, LO Funds - World Gold Expertise (hereinafter “Master”) within
the meaning of EU Directive 2009/65/EC, as amended (hereinafter the “Directive”). LO Funds - World Gold Expertise is a sub-fund of Lombard Odier Funds (hereinafter “LOF”) which
is a Luxembourg investment company with variable capital (SICAV). LOF is authorized and regulated by the Luxembourg Supervisory Authority of the Financial Sector (CSSF) as a UCITS
within the meaning of EU Directive 2009/65/EC, as amended. The management company of LOF is Lombard Odier Funds (Europe) S.A. (hereinafter the “Management Company”),
a Luxembourg based public limited company (SA), having its registered office at 5, Allée Scheffer, L-2520 Luxembourg, authorized and regulated by the CSSF as a Management
Company within the meaning of EU Directive 2009/65/EC, as amended. LOF is only registered for public offering in certain jurisdictions. This document is not a recommendation to
subscribe to and does not constitute an offer to sell or a solicitation or an offer to buy LOF’s shares nor shall there be any sale of LOF’s shares in any jurisdiction in which such offer,
solicitation or sale would be unlawful. Consequently, the offering of LOF’s shares may be restricted in certain jurisdictions. Prospective investors must inform themselves of, and observe,
such restrictions, including legal, tax, foreign exchange or other restrictions in their relevant jurisdictions. Neither this document nor any part of it shall form the basis of, or be relied
on in connection with, any contract to purchase or subscription for the LOF’s shares. Any such acquisition may only be made on the basis of the official documents of LOF each in their
final form. The articles of association, the prospectus, the Key Investor Information Document, the subscription form and the most recent annual and semi-annual reports are the only
official offering documents of LOF’s shares (the “Offering Documents”). These are available on http://funds.lombardodier.com or can be requested free of charge at the registered
office of LOF or of the Management Company.
In compliance with the relevant provisions of the Directive, the Feeder will at all times invest at least 85% of its assets in shares of the Master. The performance of both the Feeder and
Master 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.
Investors must read the sales prospectus and key investor information before investing in a fund. These are available in English and the KIIDs in certain other languages as applicable
and can be obtained free of charge at www.vaneck.com, from the Management Company or from the following local information agents:
UK: Facilities Agent -- Computershare Investor Services PLC
Austria: Paying- and Information Agent: Erste Bank der oesterreichischen Sparkassen AG
Germany: Information Agent -- VanEck (Europe) GmbH
Luxembourg: Paying- and Information Agent -- Hauck & Aufhäuser Privatbankiers AG
Sweden: Paying Agent -- Skandinaviska Enskilda Banken AB (publ)
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: Helvetische Bank AG, Seefeldstrasse 215,
CH-8008 Zürich; Place of performance and jurisdiction is at the registered office of the Representative.
Performance quoted represents past performance. Current performance may be lower or higher than average annual returns shown. Discrete performance shows 12 month performance
to the most recent Quarter end for each of the last 5yrs where available. E.g. ‘1st year’ shows the most recent of these 12-month periods and ‘2nd year’ shows the previous 12 month
period and so on.
Performance data for the Irish funds is displayed on a Net Asset Value basis, in Base Currency terms, with net income reinvested, net of fees. Brokerage or transaction fees will apply.
All performance information is historical and is no guarantee of future results. Investing is subject to risk, including the possible loss of principal. You must read the Prospectus and KIID
before investing.
No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission of VanEck.
© VanEck (Europe) GmbH
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