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A change of strategy

Sovereign wealth funds find new ways to venture into the market. W% Sophia Grene

OVEREIGN WEALTH FUNDS 3

(SVEy 2o sttty s , There seems to be a significant
. elr toes back in water after

i s b e new pattern in SWF investment:
W e S evchude from e . _um.ﬁsm_.m!_u or no-o_um..mw.o._

definition government pension. funds
and foreign currency reserve assets.

Many belong to oil-rich nations, aiming to invest cant new .umﬁmE in SWF E<mmnEmE towards
and manage the proceeds of a country’s natural partuership or cooperation. It allows the funds
resources for the long-term benefit of its citizens. - to share the risk of the investment, while

After a disastrous 2008 for investors around the ) potentially no:ugm the due diligence on the
world, 2009 started off quietly for SWFs. Having . . . investee company, and can help calm concerns in

suffered mark-to-market losses of an estimated : TIPSR W Www&bmﬁnobugbggg E PERMEF SRR
- 367bn (£45bsi,€54bn).on investments i publiely - fo-so o e s i sovereign body.; ¢ R

listed companies to the engd of the first qiiarter of - - . euwﬁiwa % Em mumbnﬁ_ crisis umm been
2009, SWFs unsurprisingly did Yittle new business . felt In more’'than one way among SWFs, says Ms
in the first half of the year. . - | Barbary. “One of the trends from last yearis that
A renewal of interest in the second haif of 9w . s59 G Lo SWFs were very busy Focrsm at their inyestment -

year brodght transaction levels up again. But
totals for the year - 113 deals worth an aggregate
$58.8hn — barely reached 69 per cent of the totals
for 2008,

“We've seen it a little more towards the
back end am last year, but it's gone quite quiet
again now,” says Victoria Barbary, an analyst :
at Monitor Group, which reports and uh.ﬁ«.umm i IR i asset classes; public market Ecmwcumnhmnnmrd

SWE activity. cal investments, private Ewnwmn Eqmmnumiw and

As well as investing, SWFs also play e I L S special mvegtments. -
an important role in E.cﬂnEm acquisition 2 ! R . : BN . As a'result of the nmcﬁ.&. HmnEEr SWFs bave .-
flnance. . Lo o o . ; nu<m~m~m& Emﬂ E<mmnEmD~ mcnﬁ sighificantly, .

A consortium am SWFs, including - ¢ - S e e : adds Ms Barbary. ; .
Government of Stugapore Corporation, ) Vi “There has gﬂp m more wm:ENH WEE toa -
China Investent Corporation and Kawait more diverse pattern of fiurchasing,” she says. ©
Investment Authority, stumped up a com- “We used to end up being able to put transactions
bined $2 8bn to help BlackRock. the asset T into Em v:nmew mEmqur real estate, mbm_&w

manager. in its $6.6bn bid for Barclays
Gigbal Investors. Another consortium stood
ready to act as corperstone investor to the
itl-fated deal between Prudential, the UK
msurer, and the Asian arm of AIG.

Though the failure of that deat may not
appear to augur well for such transactions in
future, it might not have a significant impact. ¥
on strategic decisions. Ms Barbary says: “It . - §
wasn't necessarily a bad judgment on the part
of the funds, even though it didn't go ahead.” | ¥

‘Whether to finance acquisitions or for. ©.
other purposes, this seems to be a signifi-

although these deals,
m to §150m in size, mnm

freedom to-get in their own best interests regard- | Filling up the jari
less of public attitudes, points out Ms Barbary. sovereign wealth
“When everyone was so desperate for private | funds bwestin .
capiial, [political conrerns] went away,” she says. financial assels, and
“While the dlimate’s niot great, it’s not-an issue, many of thess funds
‘but when the econoiny starts to pick up, there’'ll igg
wmﬁoﬁEﬁmqumE.moquEEwrmus—QEn the proceeds of a
! . mmuEWc Principles.” The Santiago Principles country's natural
,monwﬁu ﬁgmun .—/As-an active go:uv:» . are a vohuntary set of conventions and practices | resources
in the'economic and financial Yife of a | ’
host country ;
Recent research* found a pattern of SWFs ,
taking alarge stake in mvestee compa- 5 . ) gﬂmem—. still varies, although it is increasing
nies, then §itting back and leaving it X . as they find it to their otn advantage !
untouched, which it attributed largely, . . mEmEam relations with investee compa- ”
a fear of causing political waves. . ) B nies and co-mvestars. The most transparent |
The study then found underperfor- & - SWF is the Norwegian Governinent Pen- 1
mance in those companies, which it ¥4 sion Fund Global, which is coxpmitted to
linked precisely to the laissez forre A B fransparency both about its investment
attitude of the investors, T # strafegy and its evalving philosophy .
Other research has found the oppo- -3 R For the purposes of those seeking I
site, however, indicating that in many - B acquisition finance, the Narwegian fund | <
cases, SWFs are active investors, with . {8 is unlikely to be fertile ground, however, |7
significant benefit to their investee ‘as it concentrates on public markets and |
companies. The difference may lie - “has amngmw declared it sees little value &
partly in @ more nuanced inteypreta- g & 5
tion of those political sensitivities, since F
they are noticeably more actave us inves- &
iars in emerging markets. : @
The current relauvely depressed global W
economic ciimate has also given SWFs more B




