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Gold’s Growth Strategy:
Green or Brown, Cash or Stock? 
By Joe Foster, Portfolio Manager

VanEck International Investors Gold Fund
INIVX    /    IIGCX    /    INIIX    /    INIYX

Fund Review 

VanEck International Investors Gold Fund’s Class A shares 
(the “Fund”) returned -5.51% for the one month period ending 
November 30, 2019 (excluding sales charge) while the NYSE 
Arca Gold Miners Net Total Return Index (GDMNTR)1 and MVIS 
Junior Gold Miners Index (MVGDXJTR)2 returned -3.46% and 
-2.79%, respectively, over the same period.

Market Review

There was not much news of significance to drive markets in 
November. As such, markets became fixated on whether or not 
a trade deal might happen between the U.S. and China. Gold 
fell to its low for the month of $1,445 per ounce on November 
12 amid press reports of a “Phase 1” tariff deal that has yet to 
materialize. However, there was little movement in the dollar or 
interest rates, and the stock market turned giddy once again, 
with the S&P 500  zooming to new all-time highs. Perhaps the 
stock market is also responding to the resumption of quantitative-
easing-style stimulus, disguised as support for the overnight 
lending market for which the U.S. Federal Reserve (the “Fed”) 
has started purchasing $60 billion of U.S. Treasuries per month. 
During November, the gold price declined $48.99 (3.2%) to 
$1,463.95. Gold stocks performed in-line with gold, as the 
NYSE Arca Gold Miners Index fell -3.46% and the MVIS Global 
Junior Gold Miners Index declined -2.79%.

Outlook

The gold price remains elevated above $1,450 as it enters 
its fourth month of correction after reaching a six-year high of 
$1,557 on September 4. In early November, global gold bullion 
exchange traded products (ETPs) experienced their first significant 
outflows since early September, though small inflows did resume 
later in the month. It is difficult to see much market movement in 
the near term as the Fed’s rate outlook appears to be on hold, 
Brexit was postponed again, and there has not been much 
change on global trade. Geopolitical risks continue to escalate 
with persistent protests in Hong Kong and Latin America. Brazen 
terrorist attacks have gripped West Africa, while conflicts continue 
in the Middle East. Political unrest has yet to have a significant 
impact on global financial markets despite its increasing breadth 
and frequency. We believe late-cycle financial risks will increase, 
and with no end in sight to the spread of geopolitical turmoil, we 
believe gold might see significant gains in the coming year.

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

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 2/10/56) -5.51 37.78 6.36 -4.18

Class A: Maximum 5.75% load -10.95 29.86 5.12 -4.75

GDMNTR Index -3.46 42.71 8.94 -5.13

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. 

Expenses: Class A: Gross 1.47%; Net 1.45%. Expenses are capped 
contractually until 05/01/21 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.

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

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 2/10/56) -10.23 35.98 3.61 -2.32

Class A: Maximum 5.75% load -15.43 28.09 2.41 -2.89

GDMNTR Index -10.01 46.21 5.67 -4.05
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The Mining Journal reported S&P Global Markets estimates for 
2019 exploration spending. Australia is now the top country in 
the world for exploration, followed by Canada and the U.S. Gold 
remains the leading metal with $4.29 billion allocated towards 
exploration—down 12% from last year despite the jump in the 
gold price. As well, this is actually the first year that mine-site, 
or “brownfields”, budgets have accounted for the largest share 
of exploration spending, with past spending results typically 
dominated by new, or “greenfields”, exploration. We believe that 
this reflects the current strategy of many producers to focus on 
getting more from their existing assets to create value organically, 
rather than building in new areas. While this strategy is working 
quite well, we believe that it has its limits and that, eventually, 
companies will need to increase their greenfields efforts or 
engage in mergers and acquisitions (M&A).

M&A activity has increased recently, and particularly for 
companies in our Fund. On December 2, Zijin Mining (not held 
in the Fund) agreed to acquire Continental Gold (3.9% of Fund 
net assets as of November 30, 2019) in a $1.05 billion all-cash 
deal valued at a 29% premium over Continental’s 20-day volume 
weighted average stock price. Continental is our largest junior 
position in the Fund. The company is building Colombia’s first 
world-class underground gold operation, set to start production 
in 2020. In our opinion, Continental has done a good job of 
discovering and developing the Buritica Project. While Zijin is 
paying a hefty premium, our valuation indicates that if the company 
can navigate the recent political turmoil gripping Colombia and 
properly manage the start-up risks that all new mines face, they, 
too, may realize a generous return on their investment.

A Closer Look at the Kirkland-Detour Deal

On November 25, a friendly acquisition was announced between 
mid-tier producers Kirkland Lake Gold and Detour Gold (8.2% 
and 1.2% of Fund net assets, respectively, as of November 30, 
2019). The two combined have a market value of roughly $12 
billion. Kirkland company presentations estimate 2019 production 
of 960,000 ounces, mainly from two high-grade underground 
mines in Canada and Australia at all-in sustaining cost (AISC) of 
$540 per ounce. Detour estimates 2019 production of 600,000 
ounces from a large low-grade open pit in Canada at AISC of 
$1,140 per ounce. We hold both stocks in our Fund, and Kirkland 
is our top holding.

We believe both companies have been stars. Kirkland has been 
our top performing gold producer for the last two years. This year, 
the stock is up 60% and still one of our top performers. In our 
view, the company has extraordinary gold deposits and sound 
management. Detour is in the process of a turnaround under its 

new CEO, and its stock has embarked on a re-rating. It is our 
best performing producer in 2019 to date, with a gain of 119% 
(Source: Bloomberg).

The acquisition provides a third cornerstone asset for Kirkland. 
Kirkland also has the capital needed to advance exploration and 
hopefully increase Detour’s production by up to 50%.

While the strategy behind this acquisition makes sense, we are 
extremely disappointed with the structure of the deal. This is an all-
stock deal where Kirkland has offered a 24% premium for Detour. 
As we detailed in our October report, premium all-stock deals 
historically result in substantial declines in the acquirers’ share 
price. In addition, large quantities of the stock may wind up in 
the hands of M&A arbitrageurs and can churn in the market for 
months, keeping further pressure on the stock. Unfortunately, this 
deal has followed the same share price pattern we have seen in 
past all-stock deals. In the two days following the announcement, 
Kirkland declined 17.8%, nearly wiping out Detour’s premium. The 
decline cost $2 billion of market value for Kirkland shareholders.

Shareholders will vote on this deal in January. It will be interesting 
to see if they accept the recent loss of value in exchange for the 
promise of a stronger future, or whether they reject a deal structure 
that has destroyed value for other companies in the past. In our 
opinion, gold companies that are not willing or able to pay cash 
must find more innovative ways of doing M&A deals that preserve 
and enhance value for their owners.
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All company, sector, and sub-industry weightings as of November 30, 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.
1NYSE 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. 3S&P 500 Index measures the 
stock performance of 500 large companies listed on stock exchanges in the United States and covers approximately 80% of available market capitalization. 

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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