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Unearthing ESG in the Gold Industry
By Joe Foster, Portfolio Manager

VanEck International Investors Gold Fund
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Fund Review 

VanEck International Investors Gold Fund’s Class A shares (the 
“Fund”) returned -6.44% for the one month period ending April 
30, 2019 (excluding sales charge), while the NYSE Arca Gold 
Miners Net Total Return Index (GDMNTR)1 returned -6.84% for 
the same period.

Market Review

The gold price showed a small decline in April as global risks 
eased somewhat. First quarter gross domestic product (GDP) 
growth exceeded expectations in the U.S. and China. China also 
reported gains in retail sales and industrial production for March. 
Meanwhile, European Union (EU) leaders kicked the can down 
the road by giving Britain another six months to figure out a Brexit 
plan. The S&P 500® Index2 celebrated with a new all-time high on 
April 29. According to Gluskin Sheff3, companies bought back a 
record $800 billion of stock in 2018 and stock repurchases have 
soared 22% in the first quarter of 2019. It looks like corporate tax 
cuts and debt have fueled much of the stock market euphoria. The 
U.S. dollar was also strong, as the US Dollar Index (DXY)4 rose to 
its highest level in nearly two years.

A lack of safe-haven demand resulted in outflows from global 
gold bullion exchange traded products. Gold ended the month 
at $1,283.55 per ounce for an $8.75 (0.7%) loss. Gold stocks 
saw profit-taking in April after rising to yearly highs in February 
and March.  NYSE Arca Gold Miners Index declined 6.8% and 
MVIS Global Junior Gold Miners Index5 fell 7.6%. Companies 
are in the midst of first quarter reporting and, so far, results have 
been good. However, Newmont Mining (6.0% of net assets) has 
found some unexpected operating difficulties at two of the mines 
it recently acquired in the Goldcorp merger—an underground fire 
in Canada and a labor stoppage in Mexico. We expected the 
integration of the Goldcorp assets would be challenging, but we 
also believe Newmont has the skills to turn them around.

Outlook

While U.S. GDP growth of 3.2% beat all analyst expectations, the 
underlying report left much to be desired. Much of the gain was 
in volatile inventories, trade, and government spending, whereas 
core growth in consumer spending and business investment fell. 
Meanwhile, residential housing continued to be a drag on GDP 
growth. Despite the stock market highs, the economy is not firing 

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

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 2/10/56) -6.44 -12.50 -2.83 -1.19

Class A: Maximum 5.75% load -11.80 -17.50 -3.97 -1.77

GDMNTR Index -6.84 -5.58 -1.93 -3.41

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 05/01/20 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.

Average Annual Total Returns (%) as of March 31, 2018

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 2/10/56) -2.42 -5.21 -1.01 -1.44

Class A: Maximum 5.75% load -8.08 -10.70 -2.16 -2.02

GDMNTR Index 0.75 3.06 -0.07 -3.85
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on all cylinders. The potential for weak economic results and stock 
market volatility may provide a better environment for gold and 
gold stocks as 2019 unfolds.

Socially responsible, sustainable, and environmental, social and 
governance (ESG), are all themes that are being incorporated 
into investment decisions by many funds around the world. In 
fact, there are now funds that invest solely on ESG performance. 
As the sustainability movement has gained momentum over the 
past several years, we have found ourselves wondering what all 
the fuss was about. The gold industry has learned the hard way 
over the years that shareholders are not the only stakeholders 
who should benefit from a gold mine. Other stakeholders who 
are equally important include employees and their families, local 
communities or tribes, state/provincial and national governments, 
and the environment. Failure to treat all stakeholders fairly can 
hamper or even shut down an operation, with loss of jobs and 
income for all.

Unfortunately, the image much of the investing public has of 
mining comes from accounts of artisanal or small-scale mining,  
headline disasters, and historic and outdated mining practices. 
Here, we discuss each of these in detail, along with further 
sustainability efforts:

Artisanal Mining—Artisanal and small-scale mining (ASM) have 
become a problem in many countries where it causes losses in tax 
revenue, crime, and pollution. Most ASM is illegal, so the gold is 
traded on the black market. A recent Reuters article6 suggests that 
much of the ASM gold originating in Africa finds its way to the 
United Arab Emirates (UAE) for refining and further distribution.
The volume has risen from 67 tonnes in 2006 to 446 tonnes in 
2016. Metals Focus estimates that ASM production totaled 550 
tonnes in 2018, equivalent to 15% of global mine supply.7 The 
increase is due to a gold price that has doubled since 2006, 
population growth, lack of economic opportunities, and cell 
phone technologies that facilitate communications and payments. 
Countries with limited means find ASM difficult to monitor or 
regulate. Artisanal camps can spring up overnight once gold is 
discovered. 

These photos show typical African artisanal operations, with men 
and sometimes women working to earn a living for their families, 
often at better wages than in traditional trades.

ASM is also prevalent in South America and is now widespread 
and lucrative enough to attract the attention of criminal enterprises. 
Cartels, gangs, militias, and terrorists are increasingly exploiting 
ASM to fund their activities.

ASM operations use gravity to separate coarse gold from the ores. 
Pure gravity separation is environmentally benign, however, this is 
often followed by chemical solution to extract fine-grained gold. 
This requires the use of mercury or cyanide that is subsequently 
discarded into the environment.

Modern commercial gold mining and the companies in which 
we invest have nothing to do with ASM mining. Most ASM 
deposits are too small to be of interest to a commercial operation. 
However, companies sometimes discover an economic deposit 
in an area of ASM mining. In such cases, the mining company is 
usually able to clean up the environmental damage and become 
a place of legal employment for many ASM miners. In addition, 
with the assistance of national police or military, organized crime 
can be driven out.

Headline Disasters—The failure of a tailings dam at an iron ore 
mine in Brazil made global headlines earlier this year. Like any 
industrial activity, mining has risks that can result in damage, 
injury, or death. Lost in the rage of disaster is the fact that there 
are thousands of tailings facilities around the world that have been 
properly designed and constructed. Gold mines tend to be smaller 
and without the massive facilities needed by iron or copper mines. 
Hopefully the Brazilian tragedy brings a new focus among mining 
companies that makes tailings failures obsolete.

Underground coal mines also make headlines due to health and 
mining risks that are unique to coal deposits. Ground control and 
ventilation are more manageable in underground gold mines 
than with coal for many reasons (not least of which being relative 
rock strength). In my career, I cannot remember any catastrophic 
environmental or health failures in the gold mining industry. 
Unfortunately, the image of all miners suffers when one fails. 

Artisanal mining, Burkina Faso (Source: VanEck, 2014)

Small scale milling operation, Colombia (Source: VanEck, 2009)
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Historic Mining—Many of the superfund8 sites in the U.S. are 
abandoned pre-World War ll mining operations that destroyed the 
landscape and left acid-generating waste piles and mine workings 
to pollute waterways with toxic metals. This is the image of mining 
that environmental extremists and anti-mining NGOs portray to 
the public. However, the regulatory framework now in place 
globally makes it virtually impossible to construct an operation 
that would do such damage. Companies undertake a tremendous 
amount of drilling, testing, engineering, and metallurgical work 
that results in life-of-mine plans that return the landscape to as 
close to its original state as possible. This before and after photo 
is a reclaimed Newmont gold mine in Indonesia. Notice that the 
process facilities, buildings, and other infrastructure are removed  
for sale or recycling. The roads and dumps are contoured to 
match the topography. Finally, topsoil stockpiled for closure is 
spread and the area is reseeded with native vegetation.

Sometimes historic mining properties are found to contain 
economic deposits either under current market conditions or with 
additional drilling. In such cases, a company can incorporate 
remediation into its life-of-mine plans. Junior developer Midas 
Gold (0.3% of net assets) has submitted plans to the U.S. Forest 
Service to re-develop the Stibnite mine in Idaho. If approved, 
these plans will properly dispose of historic tailings and salmon 
runs ruined by mining will be restored.

Social Responsibility—Gold companies tend to operate in remote 
corners of the planet. They are good at mining, but not so good 
at media relations. Far from the glare of mainstream media, 
their untold story is the positive impact on the communities and 
countries in which they operate, in our view. We have been 

incorporating environmental and social issues in our investment 
process since long before ESG became a buzzword. Our 
evaluation includes visiting sites to see activities. Employment 
opportunities, infrastructure improvement, and better health and 
education are some of the benefits mining operations provide. At 
the Kibali mine in eastern Democratic Republic of Congo (DRC), 
Randgold (now Barrick – 6.9% of net assets) had a relocation 
program that moved people from mud huts to concrete housing 
with a kitchen area, toilet, electricity, and a clean reliable water 
source. While it may not seem like much to Western eyes, this is 
activity that transforms the lives of a community.

Gold mines do not last forever, so some companies attempt to 
establish sustainable employment once the mine shuts down. Junior 
producer Golden Star Resources (0.7% of net assets) has initiated 
a number of entrepreneurial business efforts near its operations 
in Ghana. It observed that eggs were trucked into the area every 
day and so taught egg farming skills to local residents. They are 
also experimenting with pig farming and possibly fish farming in 
lakes of abandoned open pit mines. The company found palm 
trees grow very well on old tailings sites. When the trees in the 
photo below reach four years of age, they will begin bearing 
fruit for palm oil production. This, along with plantations on land 
provided by the local chief, currently employs 700 people.

These are just a few examples of gold company activities that 
we find compelling. Technological advances are also enabling 
some mines to convert energy needs to solar, wind, or natural 
gas when economically feasible. There are also broad efforts to 
reduce fresh water use and greenhouse gas emissions.

Historic Stibnite Mine, Idaho (Source: VanEck, 2016)

Minahasa mine waste dump and plant area, Indonesia (Source: Newmont, 2018)

Kibali mine area housing, Democratic Republic of Congo (Source: VanEck, 2012)

Reclaimed Golden Star mine tailings facility, Ghana (Source: VanEck, 2018)
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All company, sector, and sub-industry weightings as of April 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. 2S&P 500® Index (SPXT) is an American stock market index based on the market capitalizations of 500 large companies having common stock listed on the NYSE 
or NASDAQ. 3Gluskin 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. 4U.S. Dollar Index (DXY) indicates the general international value of the U.S. dollar 
by averaging the exchange rates between the U.S. dollar and six major world currencies. 5MVIS 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. 6Reuters, “Exclusive: Gold worth billions smuggled out of Africa” (2019, April 23). Retrieved May 3, 2019. 7BullionVault, 
“’Informal’ Gold Mining ‘Now 15%’ of World Output” (2019, April 5). Retrieved May 3, 2019. 8Superfund sites are polluted locations requiring a long-term response to 
clean up hazardous material contaminations.  

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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