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Gold and the Cycles of History
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 4.61% for the one month period ending July 31, 
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 4.57% and 8.77%, respectively, 
over the same period.

Market Review

Following the June breakout, the gold price spent July 
consolidating gains above the $1,400 per ounce level. Gold was 
supported by dovish comments from the U.S. Federal Reserve 
Bank (Fed) and European Central Bank (ECB) officials. Before the 
House Financial Services Committee on July 10, Fed Chairman 
Jerome Powell described increases in uncertainties; issues with 
trade, debt and Brexit; and the weakness of global manufacturing 
and investment all around the world. Gold reached a new six-
year high of $1,453 on July 19 with further dovish comments 
from Federal Reserve Bank of New York chief John Williams and 
Fed Vice Chairman Richard Clarida, who talked of deflationary 
pressures and made aggressive comments on rate cuts. On July 
25 after the ECB Governing Council meeting, Chairman Mario 
Draghi described an outlook that is getting worse and worse. The 
Fed kicked off the global easing cycle as expected on July 31 
with its first rate cut since 2008.

Gold was not deterred by the U.S. dollar, as the U.S. Dollar Index 
(DXY)3 ended July at the top of its recent range. Interest rates, 
rather than the U.S. dollar, have become the primary driver for 
gold. Real rates (adjusted for inflation) are near zero or negative 
for over half of the debt outstanding globally. When rates are so 
low, gold becomes competitive with interest-bearing investments 
in addition to its qualities as a store of wealth. We expect gold 
and gold shares to perform well for the duration of this rate 
cutting cycle. If, as in cycles past, this cycle ends in recession, 
risks could emerge that drive gold much higher.

Silver sprang to life in July, adding conviction to the recent gains 
in the gold price. According to Bloomberg data compiled on 
silver-backed exchange traded products (ETPs), July saw record 
inflows into the space and holdings also rose to a record high 
while volume spiked higher in Shanghai commodities trading. 
There was no fundamental news that could account for the move, 
as the price of gold is usually the main driver for silver. The staying 
power of gold prices during July focused attention on the extreme 
undervaluation of silver compared to gold. The gold/silver ratio 
had reached a 29-year high of 93 in June, compared to the 10-

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

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 2/10/56) 4.61 18.27 -0.31 -0.81

Class A: Maximum 5.75% load -1.41 11.45 -1.48 -1.39

GDMNTR Index 4.57 26.92 1.60 -2.84

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 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
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year average of 66. Silver usually outperforms gold in a strong 
market due to lesser liquidity and a more speculative nature. For 
the month, gold advanced $4.45 (0.3%) to $1,413.90, while 
silver gained $0.95 (6.2%) to $16.26 per ounce and the gold/
silver ratio dropped to 87.

Gold stocks outperformed the metal again in July with the 
increased interest in the gold sector. When gold moves higher, 
the performance of smaller companies typically lags the larger 
companies initially. As the move continues, the smaller companies 
usually catch up and pass the larger ones. Investment management 
firm Paradigm Capital Management analyzed gold companies’ 
performance in the strong gold market during the first half of 
2016 when gold rallied $300 per ounce. Paradigm found the 
senior producers performed the best initially, but were surpassed 
by the junior producers after three months from the cycle low. 
Junior developers surpassed the seniors at four months, while 
intermediate companies outgained the seniors after five months.

Outlook

Many developments over the past decade have made it feel 
as if the world is falling backwards to a more dangerous and 
threatening time. Examples include Brexit and the potential failure 
of the European Union, polarizing politics in the U.S., extremist 
violence globally, the Russian invasion of Crimea, Chinese 
expansion into the South China Sea, and growing tensions 
between military powers. We thought global leadership was 
more mature and enlightened than to allow any of this to happen.

Perhaps what seems like slipping backwards is actually the 
advance of a cycle. A difficult period of time that needs to play 
out before the next phase of progress can begin. The universe is 
alive with cycles, from cosmic cycles, to nature’s seasons, to our 
daily routines. Financial markets also move in cycles. However, 
the timing is inexact and depends largely on economic cycles, 
which are also inexact. What happened before happens again, 
although never in quite the same way.

In their book The Fourth Turning (1997), historians Neil Howe and 
William Strauss describe a cycle termed a “saeculum,” which lasts 
about 90 years, or the approximate length of a full human life. 
The authors trace six Anglo-American saeculums dating back to 
late medieval times. Within a saeculum there are four generations 
(currently, from oldest to youngest: Silent, Baby Boomers, Gen 
X and Millennials). Each generation carries recurring beliefs, 
attitudes and psychology held by equivalent generations of past 
saeculums.

Within a saeculum there are also four periods, or “turnings,” that 
begin when each generation comes of age (early adulthood) 
and lasts about 22 years. The interactions of the generations 

collectively drive the characteristics and events of each turning. 
The fourth turning of each saeculum is marked by an era of 
crisis that shakes a society to its roots and fundamentally alters 
the course of civilization. The climaxes of past fourth turnings in 
America were World War II, the Civil War and the American 
Revolution.

We find the evidence for life-long generational cycles as 
documented by Howe and Strauss to be compelling. They 
predicted a crisis catalyst would mark the beginning of the fourth 
turning around 2005, with a climax due around 2020. If history 
is playing out according to their theory, the catalyst actually 
occurred in 2008 with the global financial crisis and Millennials 
coming of age. This would move the climax to roughly 2023.

According to Howe and Strauss, fourth turnings are critical 
thresholds for national survival. Characteristics leading up to the 
climax include the reemergence of authoritarian government, 
elections that establish or reinforce one-party rule and political 
upheaval. The party out of power warns against, and shows 
signs of welcoming, a catastrophe on the horizon. Wide chasms 
separate rich from poor and immigrants from native borne, and 
America feels more tribal. A climax may include economic, social, 
cultural, technological, ecological, political or military distress. 
Some of these climax ingredients play little or no role at all, while 
others shoot along channels that swell and diverge.

Many of the fourth turning characteristics that were identified 
in 1997 seem to be in full swing today: Autocratic leaders in 
Russia, China and elsewhere. Divisive politics in the U.S., UK 
and elsewhere. Warnings of climate catastrophe. Disparities in 
wealth. Immigration crisis in the U.S. and Europe. It is not hard 
to imagine a spark that triggers a chain reaction of unyielding 
responses and further emergencies.

Other thought leaders have also identified long-term cycles that 
they believe will culminate in economic or political difficulties in 
the coming decade. In a 2016 speech at the New York Fed, 
Bridgewater’s Ray Dalio articulated a long-term debt cycle, which 
lasts 50 to 75 years. The cycle reaches a climax when debts can 
no longer be raised much and central banks approach the limits 
of their effectiveness. In a July 2019 essay, Mr. Dalio describes a 
“paradigm shift” in the markets that coincides with the end of the 
debt cycle, when storing money in cash and bonds will no longer 
be safe. It will be accompanied by significant internal conflict 
between capitalists and socialists, as well as external conflicts.

In a May 17 Wall Street Journal essay, Larry Diamond cites work 
explaining how democratic change surges forward and retreats 
in waves. We are now in the third cycle since the democratization 
of the U.S. The first cycle of democracy lasted 114 years, while 
the second just 32 years. The current cycle is ongoing at 45 



vaneck.com | 800.826.2333

Manager Commentary  July 2019

years. The surge ended in 2006 after three decades of progress 
ground to a halt. According to Freedom House, over the past 
decade, one in six democracies have failed, while autocracies 
are becoming more repressive and aggressive. Mr. Diamond 
sees the current retreat in democracy as a slow decent that may 
culminate in the demise of democracy unless there is vigorous 
American leadership to support democrats, pressure autocrats, 
and counter the malign expansion of Russian and Chinese power.

Long geopolitical and financial cycles are theoretical and difficult 
to verify. However, anyone observing global events since the 
financial crisis should be able to relate to the issues presented 
in this report. As the new decade unfolds, investors may face 
extraordinary risks. It is not too soon to think about gold and gold 
stocks, the more traditional role that they may serve as a portfolio 
diversifier and potential safe haven investment, and positioning 
for a possible time when markets are discounting a worst-case 
scenario.

At their current, historically low valuations, gold stocks are 
perhaps, too, well positioned to benefit beyond just that of 
any period of near-term elevated risk. As humanity has always 
persevered, once the climax of the fourth turning has passed, the 
first turning of a new saeculum brings a new mood, a reborn 
America, and opportunities for fresh growth that Howe and 
Strauss call “a new High”.
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All company, sector, and sub-industry weightings as of July 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.
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. 3U.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. 

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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