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Liquidity tightens, markets survive 

In this presentation, we discuss certain economic and market factors that we think investors should 
focus on in the medium term. This presentation is not meant to be an exhaustive economic overview. 



This presentation originates from Van Eck Associates Corporation (“VanEck”) and does not constitute an offer to sell or solicitation to buy any security. VanEck’s opinions stated in this presentation 
may deviate from opinions presented by other VanEck departments or companies. Information and opinions in this presentation are based on VanEck’s analysis. Any forecasts and projections 
contained in the presentation appear from the named sources. All opinions in this presentation are, regardless of source, given in good faith, and may only be valid as of the stated date of this 
presentation and are subject to change without notice in subsequent versions of the presentation. Any projections, market outlooks or estimates in this material are forward-looking statements and 
are based upon certain assumptions that are solely the opinion of VanEck. Any projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. 

No investment advice: The presentation is intended only to provide general and preliminary information to investors and shall not be construed as the basis for any investment decision. This presentation has 
been prepared by VanEck as general information for private use of investors to whom the presentation has been distributed, but it is not intended as a personal recommendation of particular financial instruments or 
strategies and thus it does not provide individually tailored investment advice, and does not take into account the individual investor’s financial situation, existing holdings or liabilities, investment knowledge and 
experience, investment objective and horizon or risk profile and preferences. The investor must particularly ensure the suitability of an investment as regards his/her financial and fiscal situation and investment 
objectives. The investor bears the risk of losses in connection with an investment. 

Before acting on any information in this publication or report, it is recommended to consult one’s financial advisor. 

Forecasts, estimates, and certain information contained herein are based upon proprietary research and the information contained in this material is not intended to be, nor should it be construed or used as 
investment, tax or legal advice, any recommendation, or an offer to sell, or a solicitation of any offer to buy, an interest in any security. References to specific securities and their issuers or sectors are for illustrative 
purposes only and are not intended and should not be interpreted as recommendations to purchase or sell such securities or gain exposure to such sectors.

Each investor shall make his/her own appraisal of the tax and other financial merits of his/her investment. 

Sources: This presentation may be based on or contain information, such as opinions, recommendations, estimates, price targets and valuations which emanate from: VanEck portfolio managers, analysts or 
representatives, publicly available information, information from other units or companies of VanEck, or other named sources. To the extent this presentation is based on or contain information emerging from other 
sources (“Other Sources”) than VanEck (“External Information”), VanEck has deemed the Other Sources to be reliable but neither the VanEck companies, others associated or affiliated with said companies nor 
any other person, do guarantee the accuracy, adequacy or completeness of the External Information. 

Limitation of liability: VanEck and its associated and affiliated companies assume no liability as regards to any investment, divestment or retention decision taken by the investor on the basis of this presentation. 
In no event will VanEck or other associated and affiliated companies be liable for direct, indirect or incidental, special or consequential damages resulting from the information in this publication or report. 

Risk information: The risk of investing in certain financial instruments, is generally high, as their market value is exposed to a lot of different factors such as the operational and financial conditions of the relevant 
company, growth prospects, change in interest rates, the economic and political environment, foreign exchange rates, shifts in market sentiments etc. Where an investment or security is denominated in a different 
currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. Past performance is not a guide to 
future performance. Estimates of future performance are based on assumptions that may not be realized. When investing in individual shares, the investor may lose all or part of the investments. 

Conflicts of interest: VanEck, its affiliates or staff of VanEck companies, may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including 
derivatives) of any company mentioned in this presentation. To limit possible conflicts of interest and counter the abuse of inside knowledge, the representatives, portfolio managers and analysts of VanEck are 
subject to internal rules on sound ethical conduct, the management of inside information, handling of unpublished research material, contact with other units of VanEck and personal account dealing. The internal 
rules have been prepared in accordance with applicable legislation and relevant industry standards. The object of the internal rules is for example to ensure that no analyst will abuse or cause others to abuse 
confidential information. This presentation has been prepared following the VanEck Conflict of Interest Policy. 

Distribution restriction: This presentation is not intended for, and must not be distributed to private customers. No part of this material may be reproduced in full or in part in any form, or referred to in any other 
publication without express written permission of VanEck. ©2018 VanEck.

Index Descriptions: All indices named in the presentation 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. An index’s performance is not illustrative of a fund’s performance. Indices are not securities in which investments can be made. 
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Important Disclosure



Macro Views

 Global growth has gone from “ticking up” to “firmly in place”

 Central banks are tightening—Europe is “two years” behind the U.S. in this trend and has a trickier task 

Market Views

 Base case is that 10 year interest rates rise to 3.5% and that the curve does not invert

 U.S. equities are in third longest bull market ever; we are bullish for now, but are prepared for a correction

 Don’t be underweight commodities—global growth is supporting the bullish “grind trade” narrative from supply 
cutbacks

 Storm cloud of debt super-cycle is still on the horizon; now, more pressure on high-tax states

2018 Outlook
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Normalization of U.S. Monetary Policy Can Continue

Source: IMF, Deutsche Bank Global Markets Research. Data as of October 2017.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 
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But Europe is Trickier and Has Greater Risk
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Source: IMF, Deutsche Bank Global Markets Research. Data as of October 2017.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end.  Return projections are provided for illustrative purposes only and are subject to significant 
limitations. Return projections are estimates only and subject to uncertainty and error. Return projections for each asset class can be conditional on economic scenarios; in the event a particular scenario comes to 
pass, actual returns could be significantly higher or lower than forecasted. Because of the inherent limitations of return projections, investors should not rely exclusively on projections when making an investment 
decision. Return projections cannot account for the impact that economic, market, and other factors may have on the implementation and ongoing management of an actual investment portfolio. Unlike actual 
portfolio outcomes, outcomes from return projections do not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact future returns. 

ECB cuts asset purchases from 60bn to 30bn in January (tapering starting)



Base Case for Higher Interest Rates Is Worse than 
the Past Few Years But Not a Disaster

Source: Bloomberg and VanEck. Data as of January 2018.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 
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EM debt is relatively attractive, especially considering Europe/DM risks

For local EM debt, add currency expectations to these expected returns

Potential Twelve Month Returns
Rate Cut Unchanged Rate Increase Base Case

Change in Interest Rate -50 0 50 100

UST 10 Year 6.9% 2.5% -1.8% -6.2%

US Investment Grade 7.1% 3.3% -0.4% -4.2%

US High Yield 7.3% 5.4% 3.6% 1.7%

EMBIG Debt (US Dollar) 8.9% 5.6% 2.2% -1.1%

GBI-EM Debt (Local Currency) 8.6% 6.1% 3.6% 1.0%



Dollar Trending Down from Post-Election High

Source: Bloomberg. Data as of December 31, 2017.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 
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U.S. Dollar Weakness Relative to Other Currencies 
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EM Equities Supported by Increasing Free Cash Flow

Source: CLSA. Data as of December 2016.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 

8

1

-2 -4 -5 -4
-21 -28 -36

2 12

-2

13

48
63 56 59 65

90

7

89 86

7
38

72

117

196

157

233

339

-100

-50

0

50

100

150

200

250

300

350

400 Forecast

Asia ex-Japan free cash flow (US$ bn)



New China is Now Reflected in Stock Market
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Source: Bloomberg.  Data as of December 2016.

As Another Pillar of the Economy, Also Makes One More Comfortable with China Growth

Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 
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Technology becomes a very important sector in China 
Sector weights (%) over time in MSCI China
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Emerging Markets Equity Becomes Asia; now 69% of index

Source: CIT, FactSet, Citi, MSCI. Data as of December 2016.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 
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 What are emerging markets? A disparate group of countries and markets with as many differences as similarities 
 There is a world of difference between Taiwan/Nigeria and Korea/Brazil
 In 1990, Mexico and Malaysia drove performance, now China and India matter most
 Increased corporate multi-nationality – e.g., Samsung and Unilever
 China at 2% of MSCI ACWI is significantly underrepresented

Brazil 17%

South Africa 14%

Taiwan 12%

Malaysia 11%

Mexico 10%

India 6%

Korea 4%

Chile 4%

Argentina 4%

Indonesia 3%

Others 14%

Emerging Markets 1997

China 28%

Korea 15%

Taiwan 13%
India 9%

Brazil 7%

South Africa 7%

Mexico 4%

Russia 3%

Malaysia 2%
Thailand 2%

Others 11%

Emerging Markets 2017



Energy Weighting in the U.S. Stock Market Is at Multi-Year Lows

 The energy sector within the S&P 500 Index remains well below its long-term average
 Market conditions still indicate early stages of a new cycle with a return to normal levels 
 But this can be a slow development which is why we call it the “grind trade”

Source: VanEck; Bloomberg. Data as of December 31, 2016. 
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 
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GSCI/S&P 500 Ratio: Equities Expensive, Commodities Cheap?

Source: Bloomberg, Incrementum AG. Data as of year end 2017.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 
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 In a historical context, the relative valuation of commodities to equities seems extremely low
 In relation to the S&P 500, the GSCI Commodity Index is currently trading at the lowest level in 50 years. Also, the ratio 

sits significantly below the long-term median of 4.1
 Following the notion of mean reversion, we should be seeing attractive investment opportunities
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Digital Assets Are an Important Disrupter
 We see distributed ledger technology as a disruptive new technology
 We see three types of digital assets: cryptocurrencies (as store of value, like bitcoin), platforms (like Ethereum, that allow for smart 

contracts), and applications (specific use cases, like tracking property or trading FX)  
 Will valuable applications besides cryptocurrencies emerge from development and get serious user traction in 2018?
 The fragmented nature of the digital asset exchanges means investors should track data and indices that are comprehensive, 

global, volume-weighted, and 24/7
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Source: MV Index Solutions.  Data as of January 2018.
Please see important disclosures at the beginning of this presentation and index descriptions and definitions at the end. 

MVIS CryptoCompare Digital Assets 10 Index tracks basket of ten largest and liquid assets



Index descriptions and definitions

These indices do not reflect the performance of a fund. All 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. An index’s performance is not illustrative of a fund’s 
performance. Indices are not securities in which investments can be made.

S&P 500® Index (SPX) consists of 500 widely held common stocks, covering four broad sectors (industrials, utilities, financial and transportation).

MVIS® CryptoCompare Digital Assets 10 Index is a modified market cap-weighted index which tracks the performance of the 10 largest and most liquid digital assets. Most 
demanding size and liquidity screenings are applied to potential index components to ensure investability.

S&P GSCI Commodity Index is a composite index of commodity sector returns representing an unleveraged, long-only investment in commodity futures that is broadly 
diversified across the spectrum of commodities.

U.S. Dollar Index (DXY) indicates the general international value of the U.S. dollar. The DXY does this by averaging the exchange rates between
the U.S. dollar and six major world currencies: Euro, Japanese yen, Pound sterling, Canadian dollar, Swedish kroner, and Swiss franc.

MSCI All Country World Index (ACWI) represents large- and mid-cap companies across 23 developed and 24 emerging market countries. 

MSCI China Indices are designed to capture large- and mid-cap segments with H shares, B shares, red chips, P chips and foreign listings (e.g., ADRs) of Chinese stocks. 
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