
The case for 

SWFs in Africa

MEFMI Region

Central Bank Governors’ Forum

27 June 2015 Basel



2
22055

Confidential | Investec Asset Management

1

INSIGHT
2

PARTNERSHIPS

3 ENGAGEMENT

Producing high quality, original research and 

commentary around select thematic pillars related to 

global investment

Developing alliances with leading academic 

institutions, industry associations, and inter-

governmental organisations

Organising events, conferences and capacity-

building programs that convene clients, experts 

and thought leaders from around the world 

Introducing the Investec Investment Institute

The goal of the Investment Institute is to provide unique partnerships, insight 

and engagement that support investment decision-making across geographies 

and asset classes
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The growth of new SWFs

Source: Investment Institute, Investec Asset Management

● A number of very established, large 

funds

‒ Proliferation of new funds since 2000

● Aggregate AUM of $4-6 trillion

● Massive economic diversity amongst 

countries with SWFs

‒ Richest countries: Norway, Canada, US

‒ Poorest countries: East Timor, Papua 

New Guinea

● Africa is the new growth area for SWFs
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Project background: who, what and how

Who

● Investec Investment Institute and Harvard’s Kennedy School of Government

● Center for International Development: Prof. Ricardo Hausmann

● Belfer Center: Dr. Khalid Alsweilem (former Director-General for 

Investments at Saudi Arabian Monetary Agency)

What

● Defining and classifying “sovereign investor models”

● Macroeconomic policies: spending, stabilisation and savings public 

(particularly resource) revenues

● Governance and implementation

How

● Macro model: developed with Harvard team for resource-based SWFs

● Case studies of governance of 12 leading sovereign funds

● Interviews and peer reviews with 15 global SWF experts and practitioners 
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Case studies

Profiles of 15 leading sovereign investors

‒ Economic and political context

‒ Official mandate(s)

‒ Source of funding (savings rule)

‒ Liabilities (spending rule)

‒ Governance structure 

‒ Investment style 

Funds studied

‒ Norway 

‒ Chile (stabilisation and 

saving funds)

‒ Abu Dhabi

‒ Kuwait

‒ Kazakhstan

‒ Botswana

‒ South Africa

‒ South Korea

‒ Hong Kong 

‒ China (CIC & SAFE)

‒ Singapore (GIC & 

Temasek)

‒ Saudi Arabia
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Sovereign investor models

Defining sovereign investor universe

‒ Classic SWFs: stabilisation, savings and income (and 

sovereign development) funds

‒ Central banks

‒ Public-pension reserve funds

‒ Development banks and funds

Savings rules for resource-based SWFs

‒ Rule of thumb measure: suboptimal

‒ Better to have an integrated, rule-based framework

Model

‒ Rule-based framework for savings, spending and 

stabilisation decisions (see Ghana application)

Governance and implementation

‒ Rules for resource-based SWFs

‒ The role and structure of the board

‒ Institutional positioning: arm’s length independence, the 

central bank model, etc.
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Defining sovereign investor universe
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Simple saving rules
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Model for resource-based SWFs

Based on Ricardo Hausmann’s work for resource-rich governments

‒ Kazakhstan, Albania and Colombia

Model quantifies critical policy choices around the use volatile and 

finite resource revenues

‒ Finding a balance between spending, stabilization and saving 

‒ Essentially, it’s a fiscal rule

Model is very flexible to different contexts and country needs

‒ Different revenue scenarios, assumptions and shocks

‒ Different assumed SWF returns and volatilities

‒ Spending rates

‒ Dynamics: spending now versus the future



10
22055

Confidential | Investec Asset Management

Intuitive overview

Assume that spending is not based on (volatile) annual resource revenues 

‒ Spending and revenue are “decoupled”

Rather, spending is anchored on: 

‒ a fixed percentage of previous year, 

‒ transfers from Stabilization 

‒ Income from the Saving/Income Fund

This can be captured in a simple spending rule:

Flexibility with respect to different assumptions and policy needs

‒ Different revenue scenarios, assumptions and shocks

‒ Different assumed SWF returns and volatilities

‒ Dynamics: spending now versus the future (via parameter choices)



11
22055

Confidential | Investec Asset Management

A Stable and Efficient Fiscal                   

Framework for Saudi Arabia

Background

‒ World’s largest oil producer

‒ Decades of (cheaply to extract) oil reserves

‒ $850bn in reserves 

What on earth could go wrong?

‒ Oil dependence: high and rising

‒ Oil-related volatility in revenue, debt and capital 

spending

‒ Reserves at risk as breakeven oil price rises

‒ Uncertain long-term oil-revenue trends

‒ Rising long-term spending pressure

Assets were accumulated on an ad hoc basis

‒ Spending and saving decisions not anchored by a 

rule-based framework
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Application: Saudi Arabia

Modelling various scenarios

‒ Counterfactual based on earlier reforms 

‒ Implementing reforms in 2015 

‒ The cost of delayed reforms

Unsurprisingly…

‒ $1 trillion makes a big difference
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Policy recommendations: Saudi Arabia

Establishment of savings and spending rule

‒ Under the jurisdiction of the Supreme Economic Council

‒ Modelled the impact of specific fiscal rules on Saudi government finances

‒ Key message: don’t delay further…

Proposed the formalisation of two sovereign funds

‒ Stabilisation Fund: with $250bn in initial capital

‒ Saudi Future Generations Fund: with $500bn in initial capital

Suggested governance arrangements for both funds

‒ Stabilisation to remain with SAMA (central bank), reporting to MoF

‒ Future Generations Fund to be managed by new entity, with:

‒ Governing Council: Supreme Economic Council

‒ Board of Directors: independent, fixed-term appointments

‒ Management authority: led by Senior Executive
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Policy recommendations: Saudi Arabia
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The rise of African SWFs
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Revisiting the case for African SWFs

Commodity-price declines raise 

prospect of new global pricing regime

‒ Potential for sustained growth in global 

supply, particularly in oil

Uncertainty affects African resource 

outlook

‒ Unclear whether it will be a temporary or 

permanent setback 

Underlines the importance of SWF 

functions

‒ Stabilisation and Savings/Income

‒ Domestic investment/infrastructure remains 

a priority
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Application: spending Ghana’s oil revenue

Source: Investment Institute, Investec Asset Management

Think of parameters α and β as 

technical choices

‒ How to achieve stability in spending 

growth

‒ Based on assumptions, given existing 

assets, spending and revenue 

expectations 

Discretion/policy variable is “how 

much to save”

‒ Trade-off between current and future 

spending

‒ The rate at which you transform a natural 

asset into a (permanent) financial asset
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Application: spending Ghana’s oil revenue

Source: Investment Institute, Investec Asset Management
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Application: spending Ghana’s oil revenue

Source: Investment Institute, Investec Asset Management
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The case for saving: “oil to equities”

Source: Investment Institute, Investec Asset Management

Domestic investment remains a priority

‒ But medium- to long-term fiscal stability and 

sustainability are important

Economic and institutional capacity 

constraints 

‒ Complicate attempts to rapidly scale up domestic 

investment

‒ Dutch disease

‒ Bottlenecks

‒ Political economy

Transforming resource wealth and rents 

into financial capital and income 

‒ Has (historically) been rewarded
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No one-size-fits all model 

Source: Investment Institute, Investec Asset Management

SWF models adapt over time

‒ Rome wasn't built in a day

Established funds are looking to do 

better and meet shifting targets

‒ Kazakhstan, Abu Dhabi and Saudi Arabia

Seeking independent evaluation

‒ Norway and Chile

Botswana is a great model 

‒ Pula Fund: keep it simple

‒ Always framed in terms of a medium-term fiscal framework

‒ The investment model and mandate is clear

‒ Pragmatic use of the Bank of Botswana’s skills and expertise



22
22055

Confidential | Investec Asset Management

Key messages

Source: Investment Institute, Investec Asset Management

SWFs are about creating stability and sustainability in the management of 

resource revenues

‒ Commodities (and revenues) are uncertain, volatile and unpredictable

‒ The absence of appropriate rules leads to procyclicality and short-termism

‒ Planning for the future should continue despite current commodity prices

The African model is likely to be a hybrid:

‒ Stabilisation 

‒ Savings/Income generation

‒ Domestic investment

However, domestic investment should be subject to stability and 

sustainability constraints

‒ Rule-based fiscal framework is a – if not the – key part of story

Oil-to-equities logic part of the case for savings and alternative source of 

wealth and income
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Biography

Malan Rietveld is the Director of the Investment Institute. His focus is on policies towards investment around 

the extractive industries, including resource-related infrastructure, foreign direct investment and the 

management of resource revenues. Previously, he worked in the Emerging Market Debt team at Investec 

Asset Management and was involved in the firm’s advisory work with central banks and sovereign wealth 

funds. Prior to that he worked at Central Banking Publications and the Official Monetary and Financial 

Institutions Forum in London. He is the editor of three books on sovereign wealth funds: Sovereign Wealth 

Management (with Jennifer Johnson-Calari), New Perspectives on Sovereign Asset Management and 

Sovereign Risk Management. 

Malan holds an M.Sc in Economics from the University of Leuven and an M.Sc in Economic History from the 

London School of Economics. He is currently completing his PhD in Economics from the University of 

Stellenbosch on the topic of sovereign wealth funds. Malan is a Fellow at the Center for International 

Development at Harvard Kennedy School and a Fellow of the Columbia Center for Sustainable Investment at 

Columbia University. 
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Contact details

Telephone calls may be recorded for training and quality assurance purposes.

Issued by Investec Asset Management, June 2015

Malan Rietveld

Director, Investec Investment Institute

Tel: + 1 (416) 818 4566

Email: malan.rietveld@investecmail.com

Investec Asset Management

Woolgate Exchange

25 Basinghall Street

London

EC2V 5HA

United Kingdom
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Important information

This communication is only for professional investors and professional advisors. It is not to be distributed to the public or within a country where such 

distribution would be contrary to applicable law or regulations. 

Unless stated otherwise, all information is sourced from Investec Asset Management Limited, Investec Investment Management Limited and Investec Asset 

Management North America, Inc (“Investec”). Investec has prepared this material based on internally developed data and public and third party sources. 

Although we believe the information obtained from public and third party sources to be reliable, we have not independently verified it, and we cannot guarantee 

its accuracy or completeness.

Information is presented for informational and illustrative purposes only. Information presented should not be viewed as a recommendation or a solicitation of 

an offer to buy, sell or hold a security or investment, or as a recommendation to adopt any investment strategy. No one should rely upon this information as 

research or investment advice.

The stated opinions and investment views, including those regarding possible future events, constitute only subjective views and/or present intentions, and are 

not guarantees, representations or warranties, and are subject to change at any time without notice. There is no guarantee that views and opinions expressed 

will be correct and our intentions to buy or sell particular securities in the future may change. The investment views, analysis and market opinions expressed 

may not reflect those of Investec as a whole, and different views may be expressed based on different investment objectives.

Securities referenced do not represent all of the securities purchased, sold or recommended for portfolios. Do not assume that investments in securities, 

companies, sectors or markets described in this material have been or will be profitable. Past performance cannot guarantee future results. Characteristics and 

performance of individual portfolios will vary.

Unless specifically noted, past performance figures are not audited and should not be taken as a guide to future results. Investec does not guarantee the 

achievement of investment objectives, target returns or measurements such as alpha, tracking error, security weightings, and information ratios. The use of 

tools cannot guarantee performance. Investing entails risks, including possible loss of principal. If anything is unclear, please either telephone or email the 

contact provided with this material.

This information is intended for use by our clients and their authorized representatives and is not intended for public distribution. Except as otherwise 

authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without Investec’s prior written consent.

Indices are for illustrative purposes only, are unmanaged, assume reinvestment of income, do not represent the performance of actual accounts and have 

limitations when used for comparison or other purposes because they may have volatility, credit, or other material characteristics (such as number or types of 

securities) that are different from a particular product. Index returns do not reflect deductions for management fees or expenses, and assume reinvestment of 

dividends and distributions. One cannot invest directly in an index.
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