Manager Commentar y August 2019

Gold Takes Hold Amid Uncertainty
By Joe Foster, Portfolio Manager
VanEck International Investors Gold Fund
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VanEck International Investors Gold Fund’s Class A shares (the

Trade tensions have become trade wars and trade wars are

“Fund”) returned 10.14% for the one month period ending

threatening to become currency wars. Gold moved to a fresh

August 31, 2019 (excluding sales charge) while the NYSE Arca

six-year high of $1,555 per ounce on August 26 as markets

Gold Miners Net Total Return Index (GDMNTR)1 and MVIS Junior

reacted to retaliatory threats and actions between the U.S. and

Gold Miners Index (MVGDXJTR) returned 11.60% and 8.30%,

China. It looks as if the established superpower and the emerging

respectively, over the same period.

superpower have begun an economic war for global supremacy.

2

The uncertainty is creating a drag on commerce at a time in the

Average Annual Total Returns (%) as of August 31, 2019

Class A: NAV (Inception 2/10/56)
Class A: Maximum 5.75% load
GDMNTR Index

cycle when it might do the most damage to the global economy.

1 Mo†

1 Yr

5 Yr

10 Yr

At the same time, central banks across the globe are cutting rates

10.14

48.23

1.23

-0.00

in an attempt to offset recessionary forces.

3.76

39.63

0.03

-0.60

As a result, gold has been rising across all currencies as a hedge

11.60

51.02

3.26

-1.70

against economic uncertainty and fiat currency debasement. It
has made record local currency highs in Australia, India, Europe
(Euro), Japan and many other countries. Gold ended the month

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

1 Mo

1 Yr

5 Yr

10 Yr

Class A: NAV (Inception 2/10/56)

17.80

8.59

-1.60

-0.69

Class A: Maximum 5.75% load

11.07

2.35

-2.76

-1.28

GDMNTR Index

19.07

16.02

0.35

-2.78

The tables above present 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 NAV. Index returns assume that dividends
from index constituents have been reinvested. Investing involves risk,
including loss of principal; please see disclaimers on last page. Please
call 800.826.2333 or visit vaneck.com for performance current to the
most recent month end.
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.
†

with a $106.40 (7.5%) gain at $1,520.30. Silver’s performance
was stellar, with a $2.12 (13.0%) gain at $18.38.
Higher gold prices have not deterred central banks, as they
continued buying in July. They are currently on a pace to exceed
the 2018 volumes, which were the second strongest on record.
Top buyers in 2019 are Russia, Poland, China, Turkey and India.
Trade wars and sanctions are giving emerging countries added
incentive to add more gold to their foreign exchange reserves.

Outlook
The gold price is now consolidating above the $1,500 per ounce
level in a similar fashion to the consolidation above $1,400 in
July. Futures positioning and strong bullion ETF inflows suggest
the market may be due for a pullback. However, given the strong
price moves through technical levels since June and the evolving
risks of Brexit, trade and economic weakness, the inevitable
correction might not happen until gold is trading at substantially
higher levels.

Expenses: Class A: Gross 1.47%; Net 1.45%. Expenses are capped
contractually until 05/01/20 at 1.45% for Class A. Caps exclude
acquired fund fees and expenses, interest, trading, dividends, and
interest payments of securities sold short, taxes and extraordinary
expenses.
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Chairman Powell’s comments from the Jackson Hole conference

Gold Performance in Historical Gold Bull Markets

on July 31 characterized the U.S. Federal Reserve’s (“Fed”) July
rate cut as precautionary, insurance against risks and a mid-cycle
adjustment. These reassuring comments remind us of a prior Fed

1.

Since 1921 there have been 11 three-month/10-year
treasury yield curve inversions that were followed by 11
recessions. And the 12th such inversion began in August.

Cumulative Gold Price Change
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2.

With the August U.S. ISM Purchasing Managers’ Index
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falling to 49.1, the world is officially in a manufacturing
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recession.3
3.

Not since the 1930s has the Fed ended a rate hiking cycle
when the funds rate was just 2.5%.4

4.

Source: VanEck, Bloomberg. Data as of August 2019. “Gold” represented by Gold Spot ($/oz).
Past performance is not indicative of future results.

One of the key drivers of the current gold market is falling real

In a typical easing cycle, the Fed cuts rates by 5% to 6%,

interest rates. With more Fed cuts expected this year, the duration

suggesting the U.S. will eventually join Europe and Japan in

of the current bull market is becoming similar to past secular bull

setting rates below zero.

markets. It remains to be seen whether performance will match
the 2001 – 2008 market, when the key driver was U.S. dollar

5.

Since the 2007 credit bubble high, global debt has increased
by $128 trillion to $244 trillion, while global debt/GDP has
increased from 98% to 187%. Cutting rates has little efficacy
in a world that is already drowning in debt.

5

6.

Globally, $17 trillion of bonds now trade at negative yields.6

weakness.
This chart plots the spectacular performance of gold stocks during
the 2001 – 2008 bull market:
Gold vs. Gold Stocks in 2001 to 2008 Gold Bull Market
Gold

We believe many aspects of the financial system are far from
normal, and now that the record economic expansion looks to be

A comparison with prior multi-year periods of rising gold prices
(or “bull markets”, loosely defined) might lend some insights as
to where this market is heading. The chart at top right compares
several gold bull markets from the past half century, classified as
either “secular” (long term) or “cyclical” (short term and occurring
within an multi-year period of overall declining gold prices or

Cumulative Gold Price Change

gold stocks may help hedge a portfolio against these risks.
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on its last legs, these abnormalities may create extraordinary and
unpredictable risks. Recent performance indicates that gold and
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a “bear market”). The gold price performance since 2015 had
been tracking the same pattern as the 1993 – 1996 cyclical
bull market. However, the price trend since June puts the current
market on a trend that is becoming more like the secular bull
market from 2001 to 2008 in our view.

Source: VanEck, Bloomberg. Data as of August 2019. “Gold” represented by Gold Spot ($/oz). “Gold Stocks
(Senior/Mid-Tier)” represented by NYSE Arca Gold Miners Index (GDMNTR). “Gold Stocks (Junior/Mid-Tier)”
represented by MVIS Global Junior Gold Mining Index (MVGDXJTR). “Senior” miners are defined by production
levels of approximately 1.5-6.0 million ounces of gold per year (“Mid-Tier” miners approximately 0.3-1.5 million
ounces per year; “Junior” miners approximately <0.3 million ounces per year). Past performance is not indicative
of future results. Indices are not securities in which an investment can be made. Index descriptions provided in
disclosures at the end of this commentary.
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There are many similarities between the gold industry today and
that of 2001. 2001 marked the end of a secular bear market in
which gold prices fell to $253 per ounce and investor sentiment
towards the sector was extremely low. Likewise, 2019 marks the
end of several years of stagnant range-bound trading that was
preceded by one of the worse peak-to-trough bear markets on
record. Sentiment and valuations are again extremely low, in our
view.
In both cases, gold miners had endured many years of low gold
prices. As a result, they became more efficient, reduced debt and
streamlined management. We believe the companies are well
managed and profitable. Cost pressure is minimal; therefore,
there is no cost inflation to eat away at margins.
One significant difference between today’s companies and
those in 2001 is a lack of hedging. The mark to market of many
hedge books became hugely negative as the gold price rose in
the 2000s. This cost companies billions. Today’s gold industry is
essentially unhedged, which may give the current miners more
leverage to rising gold prices than their earlier counterparts.
Regardless of whether gold equities reach the heights of past
cycles, we believe there are now enough risks to financial wellbeing to be supportive of gold and gold stocks for a considerable
period of time.
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All company, sector, and sub-industry weightings as of August 31, 2019 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.
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. 3ISM Manufacturing Index is
an index based on surveys of more than 300 manufacturing firms by the Institute of Supply Management. 3The ISM Manufacturing Index monitors employment, production
inventories, new orders and supplier deliveries. 4Sourced from Gluskin Sheff, “Breakfast With Dave” (August 9, 2019). (Note: Gluskin 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). 5Sourced from Gluskin Sheff, “Breakfast With Dave” (August 9, 2019). 6Sourced from VanEck via Bloomberg.
1

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 a Fund. Certain indices may take into account withholding taxes. An index’s performance is not illustrative of a Fund’s performance. Indices
are not securities in which investments can be made.
NYSE Arca Gold Miners Index is a service mark of ICE Data Indices, LLC or its affiliates (“ICE Data”) and has been licensed for use by VanEck Vectors ETF Trust (the “Trust”)
in connection with VanEck Vectors Gold Miners ETF (the “Fund”). Neither the Trust nor the Fund is sponsored, endorsed, sold or promoted by ICE Data. ICE Data makes no
representations or warranties regarding the Trust or the Fund or the ability of the NYSE Arca Gold Miners Index to track general stock market performance.
ICE DATA MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND HEREBY EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE WITH RESPECT TO THE NYSE ARCA GOLD MINERS INDEX OR ANY DATA INCLUDED THEREIN. IN NO EVENT SHALL ICE DATA HAVE ANY LIABILITY FOR ANY
SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.
MVIS Global Junior Gold Miners Index (the “Index”) is the exclusive property of MV Index Solutions GmbH (a wholly owned subsidiary of Van Eck Associates Corporation),
which has contracted with Solactive AG to maintain and calculate the Index. Solactive AG uses its best efforts to ensure that the Index is calculated correctly. Irrespective of
its obligations towards MV Index Solutions GmbH, Solactive AG has no obligation to point out errors in the Index to third parties. The VanEck Vectors Junior Gold Miners ETF
(the “Fund”) is not sponsored, endorsed, sold or promoted by MV Index Solutions GmbH and MV Index Solutions GmbH makes no representation regarding the advisability
of investing in the Fund.
The S&P 500® Index is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Van Eck Associates Corporation. Copyright © 2018 S&P
Dow Jones Indices LLC, a division of S&P Global, Inc., and/or its affiliates. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without written
permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones Indices LLC’s indices please visit www.spdji.com. S&P® is a registered trademark
of S&P Global and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC. Neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC,
their affiliates nor their third party licensors make any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class or
market sector that it purports to represent and neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor their third party licensors shall have
any liability for any errors, omissions, or interruptions of any index or the data included therein.
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.
About VanEck International Investors Gold Fund: 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 concentrating its assets in the gold industry, which can be significantly affected by international economic,
monetary and political developments. The Fund’s overall portfolio may decline in value due to developments specific to the gold industry. 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, or political, economic or social instability. The 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.
About VanEck Vectors® Gold Miners ETF (GDX®) and VanEck Vectors® Junior Gold Miners ETF (GDXJ®): An investment in the Funds may be subject to risks which include,
among others, investing in gold and silver mining companies, Canadian issuers, foreign securities, foreign currency, depositary receipts, small- and medium-capitalization
companies, equity securities, market, operational, index tracking, authorized participant concentration, no guarantee of active trading market, trading issues, passive
management risk, fund shares trading, premium/discount risk and liquidity of fund shares, non-diversified and concentration risks, all of which may adversely affect the
Funds. Foreign investments are subject to risks, which include changes in economic and political conditions, foreign currency fluctuations, changes in foreign regulations, and
changes in currency exchange rates which may negatively impact the Funds’ return. Small- and medium-capitalization companies may be subject to elevated risks. The Funds’
assets may be concentrated in a particular sector and may be subject to more risk than investments in a diverse group of sectors.
Diversification does not assure a profit or protect against loss.
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 a 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.
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