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WHY RARE EARTH METALS ARE BOUND TO 
OUTPERFORM IN THE COMING MONTHS 

Rare earth metals - a stupid name that should be renamed “lesser known base metals”. 

Ok folks, I’ve been working on this alert for longer than I probably should have.  

The analysis was done and I wanted to dig deeper into some of the meat that goes in the 
sausage. In the end, the thesis is really simple and the execuCon of it just as simple so let’s 
get to it. 

• “Lesser Known Base Metals” will outperform over the coming months and years. 
• This is I believe a low risk, high reward opportunity. 
• The sector is about to rebound and there are some factors as to the why. 

The “short” of it: Buy the VanEck Vectors Rare Earth/Strategic Metals ETF (REMX) as a 
stock.  

It is about to start a mulC-month bull run which will lead to at least a doubling over the next 
couple of years. It is at an extreme “oversold” level which means there is liRle in the way of 
downside.  

The “long” of it: Obviously there is more to jumping to a bullish conclusion than the 
“squiggles of a chart” but a chart does say a thousand words.  



The VanEck Vectors Rare Earth/Strategic Metals ETF had lost a whopping 92% of its value 
from its peak in 2011 to the start of last year. Although it has advanced a liRle over the last 
12 months it is sCll down about 85%.  

The VanEck Vectors Rare Earth/Strategic Metals ETF appears to have completed a 
boRoming process and has registered a higher high and higher low. The makings of a mulC-
month bull market are intact. 

While the charts are compelling on their own, what is very encouraging is that no one is 
talking about this bull market in the making. A true bull market, like a good burglar, creeps 
up on everyone when they least expect it. 

What exactly is this “rare earth metals” ETF?  

MenCon the term “rare earth metals” and folks conjure up images of metals that are difficult 
to pronounce like praseodymium, yRrium, promethium, or gadolinium. 

It may also bring back memories of 2010/2011 when “rare earths” were all the rage and we 
were led to believe that the Chinese had cornered 80% of the world's supply of rare earth 
metals.  

Metals vital to the very civilizaCon of the world, without which we’d all be subjected to 
communicaCng with flares, carrier pigeons, and navigaCng our way around the streets with 
paper maps (the horror) while the Chinese would all be navigaCng their way to the outer 
planets with the grandest technology available to man. 
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Remember arCcles like this: 

I love stuff like this as it’s so over the top that you have to take a sCff drink to take it 
seriously. And no sooner had the press done a wonderful job of convincing everyone that 
the only way for rare earth metals prices was up that prices stopped going up and indeed 
crashed. Rare earth metal stocks did nothing but go down for the next 5 years. 

It is interesCng to note that the lisCng of the VanEck Vectors Rare Earth/Strategic Metals 
ETF wasn’t far off coinciding with a top in the market. Its lisCng was nothing more than a big 
fat contrarian sign.  

I mean, when you understand that the underwriters of investment vehicles such as ETFs 
make their money by selling and not buying, then you’ll understand why they so oeen 
provide us with the most amazing contrarian signals ever. Sellers insCncCvely think 
differently to buyers. Investment banks are built, designed, and run to SELL, not to BUY. 
Please remember that. 

In any event, if we look beneath the covers, you will now find this ETF comprises companies 
which mine stuff you probably would have come across before, like Ctanium, lithium, 
molybdenum, manganese, nickel, and tungsten. In other words, nothing rare. In fact, many 
of the metals referred to as “rare earths” aren’t even rare at all. They’re as common as muck. 
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Rather than refer to it as a “rare metal” ETF it should be rebadged “lesser known base 
metals”. Because all/most of these metals are used in conjuncKon with iron/steel to 
produce alloys.  

Here are the holdings of the VanEck Vectors Rare Earth/Strategic Metals ETF: 

Not convinced it is just an ETF made up of “lesser known” base metals?  
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Below I have overlaid the price of French nickel producer Eramet (the biggest dedicated 
nickel producer in the world) with REMX in USDs and indexed to 100 in 2011. 

Aeer some 6 years they both equal each other in their dismal value destroying 
“performance”.  

I think this relaConship will give you a fair idea of what we are dealing with. There is some 
macro force at play here which is lieing economically sensiCve base metals across the 
board. 

My suspicion is that it is to do with world economic growth picking up more than expected 
(not that it was expected to pick up any in the first place) and secondly due to the collapse 
in base metal prices (and commodity prices in general) there have been significant supply 
cut backs occurring over the course of the last few years.  

The intersecCon of these two forces is pushing up the prices of the underlying commodiCes 
and stock prices of the producers.  

AddiConally, China, who are the largest producers in this space (controlling over 90% of 
supply), are set to become a net importer of the metals as domesCc demand outstrips 
supply. Remember bear markets do a wonderful job of destroying supply in high capex 
businesses such as mining.  

Another factor that is potenCally contribuCng is a pickup in inflaCon.  

There is growing evidence that inflaCon in developed naCons is surprising to the upside and 
that it is the start of a long macro trend. 
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We are even seeing a pickup in prices of goods and services in Japan. Could this be related 
to economic producCon picking up, coupled with a resistance to holding either currency or 
bonds? 

And not only is inflaCon picking up but it is doing so much more than expected. InflaCon 
across the world is beaCng analysts’ forecasts.  

Below is the global CiC InflaCon Surprise Index. This index measures price surprises relaCve 
to market expectaCons and it is at the highest in more than five years. The reading turned 
posiCve in December - meaning inflaCon data were higher than expected - for the first Cme 
since 2012. 
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It is interesCng to note that when this index spikes up miners generally do well. Note how it 
“trended down” from 2011 unCl the start of last year (yes, easy to idenCfy aeer the fact). As 
it has been moving higher over the last 18 months so, too, have many miners.  

Perhaps we are just seeing things that aren’t there but perhaps there is something to do 
with rising inflaCon and rising metals miners.  

If our suspicions are right and inflaCon conCnues to surprise to the upside way more than 
what even the “inflaCon bulls” are touCng, then the strength we have seen in base metal 
miners as of the last 12 months is a mere hint of things to come. 

So Which Miners do We Pick?  

Which of the “lesser known” base metals is set to outperform the rest?  

I have no idea! Yes, seriously. I don’t have any edge when it comes to picking which base 
metal will outperform over the coming months.  

Furthermore, I think it is very risky to speculate because technology changes so quickly and 
so, too, can the demand for these metals. And I certainly don’t want to get caught up in 
spruiking wonderful sounding stories how the price of “marsridium” (if there is such a metal) 
is going to the moon. 

However, I am quite sure that a macro trend has just kicked into gear, and one that will take 
the rare earths/lesser known base metals much higher.  

I’m going to play this macro theme and buy the the VanEck Vectors Rare Earth/Strategic 
Metals ETF (REMX) outright as a stock. If there were long dated opCons on the ETF I would 
consider them but the aren’t any.  

The Trade: Buy the VanEck Vectors Rare Earth/Strategic Metals ETF (REMX) at $19 (or near 
enough). This is where we’re at as I pen this. If we get back to the highs of 2011, we’re 
looking at over a 6X return.  

AllocaKon to the Trade: This is an ETF tracking an index of stocks so I would be comfortable 
with a 5% weighCng. 

When to Take Profits: When you hear the press touCng the wonderful prospects of rare 
earth metals (as they did in 2010 and 2011) and when “analysts” start popping up with 
dozens of calls suggesCng “to the moon Alice”, then we’re probably geqng there.  
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When I say “analysts” really I mean the sales guys pretending to be investment minds who 
are as sharp as a bowling ball. We are probably someway off this (many months).  

Disclosure: The Asymmetric Opportuni=es Fund is long the VanEck Vectors Rare Earth/Strategic 
Metals ETF at $18.80. If we sell, you will be no=fied. 

Sincerely, 

Chris MacIntosh 

Founder & Editor In Chief, Capitalist Exploits Independent Investment Research 
Founder & Managing Partner, Asymmetric OpportuniCes Fund 
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Unauthorized Disclosure Prohibited 

The informa=on provided in this publica=on is private, privileged, and confiden=al informa=on, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publica=on and related 
materials. Forwarding, copying, dissemina=ng, or distribu=ng this report in whole or in part, including substan=al 
quota=on of any por=on of the publica=on or any release of specific investment recommenda=ons, is strictly 
prohibited. 

Par=cipa=on in such ac=vity is grounds for immediate termina=on of all subscrip=ons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publica=on without 
disclosure by any electronic means it deems necessary and may change those means without no=ce at any =me. If you 
have received this publica=on and are not the intended subscriber, please contact admin@capitalistexploits.at. 

Disclaimers 

Capitalist Exploits website, World Out Of Whack, Insider, and any content published by Capitalist Exploits is obtained 
from sources believed to be reliable, but its accuracy cannot be guaranteed. The informa=on contained in such 
publica=ons is not intended to cons=tute individual investment advice and is not designed to meet your personal 
financial situa=on. The opinions expressed in such publica=ons are those of the publisher and are subject to change 
without no=ce. The informa=on in such publica=ons may become outdated and there is no obliga=on to update any 
such informa=on. You are advised to discuss with your financial advisers your investment op=ons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other en==es in which it has an interest, employees, officers, family, and associates may from 
=me to =me have posi=ons in the securi=es or commodi=es covered in publica=ons or the website. Corporate policies 
are in effect that aZempt to avoid poten=al conflicts of interest and resolve conflicts of interest should they arise, in a 
=mely fashion. 

Capitalist Exploits reserves the right to cancel any subscrip=on at any =me, and if it does so it will promptly refund to 
the subscriber the amount of the subscrip=on payment previously received rela=ng to the remaining subscrip=on 
period. Cancella=on of a subscrip=on may result from any unauthorized use or reproduc=on or rebroadcast of any 
Capitalist Exploits paid publica=on/s, any infringement or misappropria=on of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discre=on of Capitalist Exploits. 

Affiliate No8ce 

Capitalist Exploits has affiliate agreements in place that may include fee sharing. If you have a website and would like 
to be considered for inclusion in the Capitalist Exploits affiliate program, please email admin@capitalistexploits.at. 
Likewise, from =me to =me Capitalist Exploits may engage in affiliate programs covered by other companies, though 
corporate policy firmly dictates that such agreements will have no influence on any product or service 
recommenda=ons, nor alter the pricing that would otherwise be available in absence of such an agreement. As always, 
it is important that you do your own due diligence before transac=ng any business with any firm, for any product or 
service. 
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