
Manager Commentary  August 2020

vaneck.com | 800.826.2333 1

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

(the “Fund”) returned -0.69% for the one month period ending 

August 31, 2020 (excluding sales charge) while the NYSE 

Arca Gold Miners Net Total Return Index (GDMNTR)1 and 

MVIS Junior Gold Miners Index (MVGDXJTR)2 returned -1.64% 

and -0.57%, respectively, over the same period.

Market Review 
The strong gains of July carried on to early August. Gold 

reached an all-time high of $2,070 per ounce on August 6 

amid U.S. dollar weakness and new lows in treasury yields. 

Gold then saw a sharp reversal and fell $207 over the 

following three trading days to an intraday low of $1,863 

on August 12. The reversal was triggered by dollar strength, 

a move higher in interest rates and news of a Russian Covid 

vaccine. Gold had become over-bought in the past month, 

trading well above-trend, making it ripe for a correction. Once 

gold started to fall, momentum built as profit-taking set in and 

bullion exchange traded products saw their first redemptions 

since June. Gold recovered quickly and spent the rest of the 

month consolidating between $1,900 and $2,000 per ounce 

as the U.S. Dollar Index (DXY)3 made new two-year lows on 

August 31. Spot gold ended the month at $1,967.80 for an 

$8.06 (0.4%) loss.

U.S. Federal Reserve (Fed) Chairman Powell announced a 

significant shift in inflation targeting that will allow inflation 

to rise above the 2% target that the Fed has been trying to 

achieve for years. Aside from some volatility, gold did not 

react significantly to the announcement, as it has little bearing 

in the current markets. Pandemic-related deflation is the 

dominant economic force and it looks to be here for awhile. 

An August 7 study by the Aspen Institute finds that without 

intervention, as many as 17 million U.S. households (40 

million people) risk eviction by year-end. An August 29 Wall 

Street Journal article details a new wave of layoffs washing 

over the U.S., reflecting a shift in corporate thinking toward 

a more protracted crisis. New York is being transformed into 

a second-tier city mired in budget shortfalls and rising gun 

violence. The New York Times figures one-third of New York’s 

small businesses may be gone forever.

While there are no inflation worries at the moment, the Fed’s 

new softer stance risks sowing the seeds of unwanted inflation 

Average Annual Total Returns (%) as of June 30, 2020

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 2/10/56) 11.10 52.71 16.44 -0.77

Class A: Maximum 5.75% load 4.71 43.93 15.07 -1.36

GDMNTR Index 6.38 44.12 16.67 -2.40

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 1.49%; 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.

Miners Remain Undervalued  
Despite Gold’s Run
By Joe Foster, Portfolio Manager
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Average Annual Total Returns (%) as of August 31, 2020

1 Mo† 1 Yr 5 Yr 10 Yr

Class A: NAV (Inception 2/10/56) -0.69 53.04 24.32 -0.11

Class A: Maximum 5.75% load -6.40 44.24 22.85 -0.70

GDMNTR Index -1.64 42.91 25.88 -1.27
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in the future, driven by massive fiscal and central bank 

liquidity and a reluctance or inability to raise rates to stop it. 

In all practicality, we don’t see why low inflation is such a bad 

thing. Consumers benefit when prices stay low or fall thanks to 

production efficiencies and technological advances. Perhaps 

the Fed’s motive becomes clearer when considering that a 2% 

inflation rate effectively reduces the value of U.S. government 

debt by 25% every 11 years.

During August, there was a military coup in Mali forcing the 

president to step down. The coup was relatively peaceful and 

the soldiers responsible have indicated an interim government 

will lead to new elections. Barrick (7.1% of Fund net assets) 

and B2Gold (7.9% of Fund net assets) have large gold 

operations in Mali. Both operations have seen no interruptions 

and are producing as normal. Nonetheless, B2Gold’s share 

price fell about 15% over two days on the news. We have 

been investing in West Africa for a long time and have seen 

coups and civil strife come and go. The market always reacts 

to the headlines, which has historically created a buying 

opportunity for savvy investors. Terrorist activity is a new 

risk that didn’t exist in past coups. Hopefully the military and 

foreign (mainly French) troops will thwart opportunistic terrorist 

strikes. In any case, the gold mines are far from the capital, 

Bamako, and very far from the terrorist activity in the north. 

No matter who is in power in Mali, everyone knows it is in the 

country’s best interest to keep the gold mines running.

Outlook 
A common question we get after a strong run is whether 

stocks are overvalued. Since gold broke out on June 20, 2019 

into its current trend, the gold price has gained 45% and the 

GDMNTR 79%. However, this outperformance has not led to 

over-valued stocks. This is because most of the costs of mining 

are fixed, so any price increase is pure profit (net of taxes). 

An analysis of our senior/mid-tier4 universe shows that on 

average, an 11% increase in the gold price from $1,800 to 

$2,000 per ounce brings a potential 29% boost to free-cash-

flow. Resources in the ground also become more valuable at 

higher prices. This may raise the value of a company, such 

that gold stocks generally have to outperform gold by over 

30% in order for valuations to climb. We have yet to see such 

outperformance in this market. RBC Capital Markets calculates 

price/cash flow (P/CF) rose from 7.0x in June 2019 to 8.0x 

currently. This is below the long-term average of 10.9x and far 

below the bull market average of 15.1x. The last time  

P/CF valuation reached the average was the first half of 2016 

when gold gained 25% and the GDMNTR 103%, while P/CF 

advanced from 5.7x to 10.7x.

Forward Price-to-Cash-Flow of Senior & Mid-Tier Miners4

When determining financial returns and making construction 

decisions for gold projects, companies have been using the 

base price, or lowest price that gold might go in order to 

insure that projects prosper through the cycle. Prior to the 

recent price rise, gold trended between $1,100 and $1,300 

per ounce for years. As a result, companies have been using 

$1,200 or thereabouts to run their project models. If a project 

didn’t generate double-digit returns at $1,200, it didn’t get 

built.

We have talked often of the new financial and operating 

discipline across the industry that we have not seen in past 

cycles. We have also said many times that when generalist 

investors take a look at this sector they will like what they 

see. Berkshire Hathaway’s new stake in Barrick bears this 

out. Barrick and many other companies we invest in have 

every intention of maintaining their discipline by controlling 

costs, controlling debt and using $1,200 per ounce as the 

benchmark for evaluating capital projects. However, the recent 

rise in prices have caused some companies to relax their 

standards.

With higher gold prices we will see lower quality gold mines 

being built. These are deposits that were not economic at 

lower prices because they would have high operating costs 

and/or high capital costs due to low-grades and/or mining 

challenges. An example of this is Iamgold’s (not held in 
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Fund) Cote Lake project, a 6.6 million ounce low-grade gold deposit in Ontario, Canada that Iamgold figures will cost $1.3 

billion to build. In January 2019, Iamgold announced its decision not to proceed with construction of Cote in order to wait for 

improved market conditions. Then on July 21, 2020, Iamgold announced it will proceed with construction, raising its gold price 

assumption from $1,250 to $1,350 in order to justify its decision. A handful of other companies have also boosted their project 

price assumptions to as much as $1,541 per ounce. These companies are typically facing a choice between falling production 

or maintaining production through either high-cost acquisitions or low quality projects. For them, developing low-quality projects 

within their portfolio of properties is the best way forward. There are also a growing number of junior companies that are now 

able raise money to develop low-quality gold deposits.

We are forecasting gold prices of over $3,000 per ounce, and if correct, all companies will win. However, it would be reckless 

to build a mine and risk a company based on such forecasts. It takes up to seven years to construct a mine and achieve payback 

of investment if all goes as planned. In the last gold cycle, gold topped at $1,921 and bottomed at $1,050, much lower than 

most had anticipated. Gold is again in the $2,000 neighborhood. Everyone knows there will be another bear market but no one 

can know whether it comes in a year or a decade. If it comes sooner than we anticipate, projects that are using higher price 

assumptions might face failure.

The industry is beginning to bifurcate between dividend-paying companies with high quality, low cost mines and those with lower 

quality projects and higher risks. Until there is confirmation that higher gold prices are here to stay, it seems too early in this cycle 

to speculate on companies that aren’t maintaining the discipline learned from the mistakes of the last cycle. 
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*All company, sector, and sub-industry weightings as of August 31, 2020 unless otherwise noted.  Source:  VanEck, FactSet.  

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. 4“Seniors” and “Mid-Tiers” are 
gold mining companies that produce, approximately and respectively, 1.5-6.0 and 0.3-1.5 million ounces of gold per year.

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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