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Resources Rebound...But Can They Hold?  

By Shawn Reynolds, Portfolio Manager

VanEck Global Hard Assets Fund
GHAAX    /    GHACX    /    GHAIX    /    GHAYX

Market Review 

On the whole, natural resources experienced a decent recovery 

following the coronavirus-induced price collapse that occurred 

in March and April. Precipitous commodity demand declines 

across developed economies at the onset of the pandemic were, 

eventually, partially offset by massive global stimulus measures 

and re-opening economies, as well as by a general slowing of 

global production and near-complete supply disruption from 

several emerging market economies. And, while the first quarter 

was mainly a story of gold and crude oil, in the second quarter, 

they were joined by copper and iron ore.

Copper

For copper, the way in which COVID-19 progressed, 

geographically, shifted demand and supply fundamentals. At 

the outset of the pandemic, the impact was predominately on 

demand in China, Europe and the U.S. but, as restrictions in 

these regions lifted and as the virus spread to other parts of the 

globe, its impact was more on supply from Brazil, Chile, Peru 

and Africa.  Copper fell to a low of $4,625 per tonne on March 

23. Thereafter, on the back of massive governmental stimulus 

and noted supply disruptions, it continued on an upward 

trajectory to end the first half of the year at around $6,005 per 

tonne.

Iron Ore

Demand for iron ore remained strong during the second quarter 

of 2020. While, coming into the year, global inventory levels 

of iron ore had been relatively low in anticipation of increasing 

production, the introduction of a number of iron-ore-heavy 

infrastructure projects in China (post COVID-19 onset) improved 

the metal’s demand outlook for the second half of the year. 

After hitting a low of just over $80 a tonne on April 1, iron 

ore finished the first half at approximately $103 a tonne—an 

increase of over 28% for the quarter.

Gold

Similar to the first quarter of the year, the gold industry 

continued to encounter only marginal impacts from the 

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

2Q20† YTD 1 Yr 5 Yr 10 Yr

Class A: NAV  
(Inception 11/2/94) 33.29 -20.04 -20.69 -9.62 -4.09

Class A: Maximum 5.75% load 25.63 -24.64 -25.25 -10.69 -4.66

SPGINRTR Index1 31.31 -26.33 -24.37 -6.47 -0.69

M2WDCOMP Index2 20.42 -26.16 -26.16 -2.24 -0.70

The table presents 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 Net Asset Value (NAV). 
Index returns assume that dividends from index constituents have been 
reinvested. Investing involves risk, including possible loss of principal; 
please see disclaimers on the last page. Please call 800.826.2333 or visit 
vaneck.com for performance current to the most recent month end.
†Quarterly returns are not annualized. Expenses: Class A: Gross 1.60%; Net 1.38%. 
Expenses are capped contractually until 05/01/21 at 1.38% for Class A. Caps 
exclude acquired fund fees and expenses, interest, trading, dividends, and interest 
payments of securities sold short, taxes and extraordinary expenses. 
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pandemic. Demonstrating just how much better positioned they 

were than many other industries to handle the crisis, during 

the second quarter, miners continued to adhere to the health 

protocols which allowed them operate safely during onset of the 

virus. And, while gold stocks did suffer a sharp fall in March 

as the market crashed on lockdown fears, they continued to 

be propelled by these health measures, as well as by resilient 

gold prices. Gold established a new, positive trend during the 

second quarter of the year, trading around the $1,700 level and 

reaching a fresh seven-year high of $1,786 (intraday) on June 

30.

Crude Oil

As noted in our Q1 2020 commentary, crude oil found itself 

victim of at least two “black swan” events to start the year. In 

addition to COVID-19, in March, Russia rejected Saudi Arabia’s 

demand that it and other non-OPEC (Organization of the 

Petroleum Exporting Countries) members agree to supply cuts. 

At the time, the price of  West Texas Intermediate (WTI) crude 

oil had already started to fall amid uncontrolled production and, 

by April 20, began trading in negative territory for the first time 

in history following a historic drop of nearly 300% in the oil 

futures market. When it became apparent that OPEC and Russia 

were going to get back together to come up with a new quota 

system, though, things quickly started to improve. By the end 

of June, the price of crude oil was close to where it had been 

before the Saudi Arabia/Russia “standoff”—even in spite of the 

skepticism around COVID-19 and continued, robust U.S. shale 

oil production.

Performance & Positioning

While all of the Fund’s sub-sectors contributed positively to 

this quarter’s performance, the largest absolute contributions 

remained from the gold sub-industry. In line with our positioning 

last quarter, gold exposure remained near the highest it has 

been, historically. We continue to believe that gold producers 

– particularly those with low net debt – are capable of 

generating strong free cash flow in such a supportive gold price 

environment and could be at a distinct advantage in this regard.

Energy positions (including traditional oil and gas as well as 

renewable energy) also contributed to positive performance 

during the quarter. Within the traditional oil and gas energy 

sleeve, the Fund’s exposure continues to be at the lowest levels 

it has ever been and is focused primarily on companies in 

top tier locations (i.e. good geology), with consistent leading 

operational and safety track records, and strong balance sheets. 

We established a small position in agriculture company Yara 

International (0.43% of Fund net assets) in April, whose global 

footprint diversifies our current domestic nitrogen exposure. 

We also exited our only pure-play steel exposure in Steel 

Dynamics as, for now, the current macro environment remains 

relatively unsupportive for U.S. flat rolled steel. Aside from these 

transactions, there were no other major positioning adjustments 

made during the quarter.

Top Quarterly Contributors/Detractors

Outlook

While we see the potential for an ongoing recovery in the 

natural resources space, there are certainly no guarantees that 

it will be either hassle-free nor consistent across all sub-sectors. 

Speaking directly to oil markets (a sector most often used 

by investors as a gauge for the overall health of the natural 

resources space), in our opinion, the outlook largely hinges on 

demand progression which is predominately dependent on the 

reopening of the global economy. The trend is clearly positive, 

Source: FactSet; VanEck. Data as of June 30, 2020. Contribution figures are gross of 
fees, non-transaction based and therefore estimates only.  Figures may not correspond 
with published performance information based on NAV per share.  Past performance is 
not indicative of future results. Portfolio holdings may change over time. These are not 
recommendations to buy or sell any security.
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*All company, sector, and sub-industry weightings as of June 30, 2020 unless otherwise noted. This is not an offer to buy or sell, or a solicitation of any offer to buy or sell 
any of the securities mentioned herein. Fund holdings will vary.

All indices listed are unmanaged indices and include the reinvestment of dividends, but do not reflect the payment of transaction costs, advisory fees or expenses that are 
associated with an investment in the Fund. Certain indices may take into account withholding taxes. An index’s performance is not illustrative of the Fund’s performance. 
Indices are not securities in which investments can be made. 1S&P North American Natural Resources Sector (SPGINRTR) provides investors with a benchmark that represents 
U.S. traded securities that are classified under the GICS® energy and materials sector excluding the chemicals industry; and steel sub-industry. 2MSCI ACWI Commodity 
Producers Index (M2WDCOMP) is a free float-adjusted market capitalization index designed to reflect the performance of listed commodity producers across three industry 
(or sub-industry) categories as defined by the Global Industry Classification Standard: energy, metals, and agriculture. 

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.  

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 
risks associated with concentrating its investments in Canadian issuers, commodities and commodity-linked derivatives, commodities and commodity-linked derivatives tax, 
derivatives, direct investments, emerging market securities, foreign currency transactions, foreign securities, other investment companies, management, market, operational, 
small- and medium-capitalization companies and hard assets sectors risks, including, precious metals and natural resources, that can be significantly affected by events 
relating to these industries, including international political and economic developments, inflation, and other factors. The Fund’s portfolio securities may experience substantial 
price fluctuations as a result of these factors, and may move independently of the trends of industrialized companies. 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, including the takeover of property without adequate compensation or imposition of prohibitive taxation.

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 the 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.

©2020 VanEck.

but equally, it is apparent that there are huge potential set-backs 

associated with any resurgence of COVID-19.  It is also important 

to note, too, that we don’t see current oil price trends as capable 

of rescuing the energy industry as a whole. For example, Deloitte 

recently released a report suggesting that approximately one-

third of the U.S. shale industry was technically insolvent at $35/

bbl WTI, suggesting many companies will continue to struggle if 

prices remain in their recent range.  

Broadly speaking, we continue to believe that massive, 

coordinated global monetary and fiscal stimulus is likely to impact 

global demand for natural resources beyond the extent of the 

current virus.  We have also seen capital expenditures on new 

supply pretty much evaporate across nearly all natural resources 

sectors as there has been, quite clearly, a pause in the investment 

cycle. As we said at the end of the first quarter, these two 

factors combined (global demand aided by stimulus and supply 

impacted by capital expenditure cuts), suggest that the demand/

supply imbalance in place today may stabilize quickly, and allow 

for many commodity prices to return back to, or near, their pre-

crisis levels. While it may not be either a perfect or uninterrupted 

process, we do believe that the long-term directional drivers for a 

rebalancing are in place.

Additionally, we are also persist in the belief that identifying and 

investing in companies with the strongest fundamentals (quality) 

remains vital. Because so many of the companies and industries 

we follow have spent the last several years restructuring their 

business models and strategy, they entered the crisis with not 

only secure balance sheets, lower operating costs and improving 

returns on/of capital (i.e., dividends and share repurchases), but 

were also strongly positioned to weather the current environment. 

They have continued to display their strengths while those that 

forewent the opportunity to get their houses in order when they 

had the chance, have very publically fallen by the wayside.

I should like to finish by, once again, echoing the sentiments of 

Jan van Eck, the firm’s CEO, and conveying my wishes for the 

best to all and their families during these enduring difficult times. 

And to say that we remain extremely grateful for the millions of 

healthcare and other essential workers out there who continue to 

battle on the frontlines of this global pandemic on a day-to-day 

basis. Thank you.


