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Barrick-Randgold Sets the Bar  
for Future Gold Mergers
By Joe Foster, Portfolio Manager

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

Fund Review  
The International Investors Gold Fund’s Class A shares 

returned -2.14% for the one month period ending September 

30, 2018 (excluding sales charge), while the NYSE Arca 

Gold Miners Net Total Return Index (GDMNTR)1 returned 

-0.25% for the same period. The Fund is actively managed 

and invests mainly in gold-mining equities.                     

 

 

Geologist Joe Foster has been part of VanEck’s gold 

investment team since 1996. The Fund is managed by a 

specialized investment team that conducts continuous on- and 

under-the-ground research to assess mining efficiencies and 

opportunities. 

 
Market Review 
The gold market spent the month consolidating around 

the $1,200 per ounce level. There wasn’t much news to 

move the metal, and the markets didn’t react to the widely 

expected September U.S. Federal Reserve rate increase. 

As a result, gold and gold stocks saw little change. In 

September, gold declined $8.90 (0.7%) to $1,192.50 

per ounce, the NYSE Arca Gold Miners Index (GDMNTR) 

fell 0.3%, and the MVIS Global Junior Gold Miners Index 

(MVGDXJTR)2 fell 1.3%. As gold consolidates near its lows 

for the year, whether the next trend will be lower or higher is 

not yet clear. However, extremely light (short) positioning on 

Comex (the primary futures and options market for trading 

metals), seasonal buying, and possible geopolitical catalysts 

from Italy and the U.S. midterm elections suggest that the 

trend could be higher.

We attended both the Precious Metals Summit and Denver 

Gold Forum recently.  Combined, these are the most 

significant gatherings of institutional investors and gold 

companies in the world. As usual, we found some interesting 

discoveries and developments to follow up on with the 

smaller companies that attended the Precious Metals Summit. 

This is a difficult environment in which to raise capital for the 

junior developers. Fortunately, there was a heavy presence 

of corporate development teams from gold producers 

globally at the event. Corporates have been a key source 

of junior funding in this cycle, and we expect this trend to 

continue.

Expenses: Class A: Gross 1.43%; Net 1.43%. Expenses are 
capped contractually until 05/01/19 at 1.45% for Class A.  
Caps exclude certain expenses, such as interest. 

The tables 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.

Average Annual Total Returns (%) as of September 30, 2018

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV  
(Inception 2/10/56) -2.14 -20.66 -4.31 -1.96

Class A: Maximum 5.75% load -7.82 -25.19 -5.43 -2.53

GDMNTR Index -0.25 -18.28 -4.82 -4.80

Average Annual Total Returns (%) as of June 30, 2018

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV  
(Inception 2/10/56) -0.78 -3.24 1.58 -3.82

Class A: Maximum 5.75% load -6.45 -8.80 0.38 -4.39

GDMNTR Index -0.27 2.24 -0.78 -6.49

†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.



vaneck.com | 800.826.2333

Manager Commentary  September 2018

The producers we saw at the Denver Gold Forum showed their 

companies to have solid foundations. Most spoke of opportunities to 

maintain production, and a few talked about growth. Except for a 

minor impact from oil prices, costs are being contained. Rumors over 

the weekend ahead of the conference and the announcement early 

Monday morning of the merger between Barrick Gold (3.5% of net 

assets*) and Randgold Resources (2.6% of net assets*) dominated 

the thoughts and conversations of those in attendance. We devote the 

remainder of this update to our assessment of the merger.

 

Market Outlook
As we have followed the gold market over the years, there are three 

companies that stand out for their persistent ability to create value. 

Mid-tier producers Agnico Eagle Mines (4.1% of net assets*), B2Gold 

(6.8% of net assets*), and Randgold, have been able to grow their 

businesses through accretive acquisitions and exploration success. 

Agnico and B2Gold build their own mines, avoiding a reliance on 

outside engineering firms. Randgold and B2Gold have become adept 

at mitigating geopolitical and social risk with successful operations in 

Mali, Democratic Republic of Congo (DRC), Ivory Coast, Namibia, 

Nicaragua, and the Philippines. Randgold’s exploration success has 

revealed gold deposits that are so rich they are able to design mines 

that generate robust returns at $1,000 per ounce. All three companies 

are headed by long-tenured CEOs.

Now, one of these companies is planning to merge with the largest 

gold company in the world. On September 24, at the Denver Gold 

Forum, John Thornton, Chairman of Barrick, and Mark Bristow, 

CEO of Randgold, announced the merger of their companies. The 

proposed merger will be voted by shareholders in November, and we 

find several aspects of it intriguing.

Historically, whenever a senior gold company has taken over a 

smaller rival, it has paid a premium, usually in the 20% to 50% 

range. A premium deal attracts arbitrageurs (arbs), who sell or short 

the acquirer’s stock and may buy the acquiree’s stock. We have seen 

the acquirers’ stock fall as much as 10% on a deal announcement, 

which usually drags down the target’s stock price as well. The stocks 

may remain under pressure as the arbs increase their positions. By the 

time a deal has been voted, the arbs may control a significant portion 

of the company. They have no interest in long-term investing, so their 

substantial positions are sold once a deal has closed. Arb stock can 

churn in the markets for months, holding down the price until it finds 

a home.

In addition to the arb issue, too many companies have paid too much 

for acquisitions in the past that have destroyed value for shareholders. 

The market is generally efficient at determining a producing 

company’s value. However, we have seen too many entrenched 

managements and stubborn shareholders who have refused to deal 

unless a premium is paid. Mining is a difficult business and not all 

companies have A-team talent. It is often beneficial to all stakeholders 

to move properties and projects into companies that are best able to 

develop them.

Barrick-Randgold is the first major deal we know of in the gold sector 

without a premium. This kept the arbs out of the market, and the 

results were impressive. In the week following the announcement, 

Randgold rose 10.4% and Barrick was up 5.8%, while the NYSE 

Arca Gold Miners Index was down 1.3%. Historically, we have 

generated alpha for our investors by anticipating M&A action, 

overweighting companies we believe are acquisition targets and 

underweighting possible acquirers. We felt that Barrick was in need 

of an acquisition and positioned the fund accordingly. While we 

were correct in our assessment, we didn’t get the benefit of Barrick’s 

performance after the deal was announced. Nonetheless, we are 

excited by the outcome, and we hope it sets a precedent that other 

companies follow. We would be happy to change our M&A strategy 

for non-premium deals that trade on market fundamentals rather than 

arb speculation.

I met Mark Bristow in a restaurant on Third Avenue in New York in 

2002. He had a project in Mali called Morila that he was seeking 

to fund. Prior to Morila, Randgold was involved in other African 

mines that hadn’t fared so well. Morila was different. It was a large 

orebody, near surface with rich grade and simple metallurgy that 

would allow quick payback. Randgold couldn’t raise enough for 

a world-class project, so Mr. Bristow brought in AngloGold as a 

partner. VanEck participated in the Randgold financing in 2002 and 

has been a shareholder ever since. The chart on the following page 

shows it was one of the best investments we have ever made. 
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Mr. Bristow went on to create an extraordinary company. He is 

an exploration geologist and will be the first we know of to head 

a major gold company. Unlike at most companies, geologists play 

a central role in Randgold. Geologists tend to be free-spirited, 

nonconformist, and sometimes a bit eccentric. They are scientists who 

take risks on limited information out of necessity. There is only so 

much geologic information to be gained from the surface of the earth, 

yet the geologist must decipher millions of years of geologic history 

to generate drill targets. Finding a mineable gold deposit hidden 

beneath the surface is like looking for the proverbial needle in the 

haystack. It takes an abundance of drilling that is mostly unsuccessful. 

Exploration costs money, but it is key to value creation in the long 

term. When gold is down and money gets tight, it is the geologists 

who are asked to leave as exploration budgets are slashed. I lost my 

job twice as a young exploration geologist, which was the primary 

motivation behind an eventual career switch to finance. A master’s 

degree and more than a decade of experience left Nevada when 

we moved to New York. Many geologists have had similar career 

changes. This lack of consistency in exploration contributes to the lack 

of discoveries that the industry faces today. Randgold’s geologists 

have an unparalleled record of discovery in West Africa due to a 

consistent commitment to exploration excellence. The merger enables 

Randgold’s exploration philosophy to come to the Americas.

John Thornton has been at the helm of Barrick as Chairman since 

2014, when the company was burdened with a mountain of debt and 

an uncertain future. We were avoiding the stock. Since then, Barrick 

has experienced a remarkable turnaround. Non-core assets have 

been sold, debt has been slashed, layers of management have been 

eliminated, and employees have been made partners (shareholders) 

in the company. Mr. Thornton is a banker by background, and we 

believe he might see this merger as an opportunity to take Barrick’s 

turnaround to the ultimate level. Randgold has a flat, decentralized 

management structure. Under Mark Bristow, we expect Barrick 

to further streamline the organization. Randgold brings skills at 

mitigating geopolitical risk that can pay off for Barrick in Africa and 

South America. Randgold’s mining and exploration teams can bring 

proven methods into the new Barrick. And Randgold’s two tier-one 

mines bolster Barrick’s world-class properties.

From Randgold’s perspective, this is an opportunity to transpose the 

management structure, financial discipline, and operating culture 

onto Barrick, the largest gold company in the world. We believe 

the biggest risk in this merger is that a management style that has 

worked for a regional mid-tier becomes difficult or impossible when 

applied to a global organization that is triple in size and complexity. 

Mr. Bristow’s persona and hands-on management of operations and 

geopolitical negotiations will need to be cloned to two additional 

continents. Will Barrick prove to be too large and unwieldy? Or will a 

new industry leader emerge? It will probably take several years and a 

couple of setbacks, but we believe Messrs. Thornton and Bristow have 

the conviction, drive, assets, and people to make it work.

Performance since VanEck first invested in Randgold  
(August 15, 2002 to September 30, 2018)

Source:  VanEck, Bloomberg.  Dats as of September 30, 2018.   
Past performance is no guarantee of future results. Chart is for illustrative purposes only.
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*All company weightings, if mentioned, are as of September 30, 2018, 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.   

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.

The Vanguard Group is not an affiliate of Van Eck Securities Corporation, and its affiliates.

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. 

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. 

Fund shares are not individually redeemable and will be issued and redeemed at their net asset value (NAV) only through certain authorized broker-dealers 
in large, specified blocks of shares called “creation units” and otherwise can be bought and sold only through exchange trading. Shares may trade at a 
premium or discount to their NAV in the secondary market. You will incur brokerage expenses when trading Fund shares in the secondary market. Past 
performance is no guarantee of future results.

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. 

©2018 VanEck.


