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Introduction

Sovereign Wealth Funds (SWFs)

The critical concept of Sovereign Wealth Funds is now more than ever a potential for economic, strategic and financial transformation on a global scale.

Sovereign wealth funds are increasingly assimilated to the capitalist logic of economic development, financial power and sovereignty as part of a new geopolitics. Sovereign wealth funds have gradually replaced geopolitics with geo-economics, geostrategy, and geofinance, because the power of state sovereignty - parallel or in addition to its diplomatic, strategic and military aspect -, is entirely driven by seeking, securing, and maintaining by all means a competitive position in strategic financial markets as well as in investment zones and economic corridors.Beyond development economics - today characterized by the presence of sovereign wealth funds-, the goal now is to connect the vast Eurasian continent in order to put Russia and China until now on the periphery of Europe, but also the Middle East, Africa, Latin America and Asia at the center of a new constellation. Sovereign wealth funds, new Silk Roads and Eurasian integration offer Russia and China the opportunity to tackle this "over- dependence" on the West by using the tool of sovereign wealth funds to reinforce their influence in Europe, China, Africa and Latin America, while at the same time more and more countries are using this tool to accelerate their economic development or use it to step in in the new technological, scientific, economic and financial fields of the twenty-first century.The rise of sovereign wealth funds is changing the strategic landscape at the global and regional levels. The way in which States define and respond to the new challenges posed by this new situation that combines extraction, transformation, use and investment of wealth, whether or not derived from the economic and financial transformation of natural resources, will be crucial for the international relations of the coming decades.
This presentation builds on the existing realistic and rationalistic concepts of balancing, cartel movement, commitment issues and asymmetric information to develop explanations of how States with sovereign wealth funds act in a geopolitical context and thus impact the global economy.

More specifically, we would like to explore the role that different types of uncertainty play in situations of unstable geopolitical equilibrium. Special attention is paid to the nature of the emerging States with sovereign wealth funds, the balance of power and their impact on the global economy. These concepts are analyzed and illustrated in the context of Sovereign Wealth Funds’ Long-Term Perspective and Strategy in the Post Covid-19 Period. While undertaking a parallel assessment of geopolitical interactions with other actors, countries, strategies and significant trends, we show that sovereign wealth funds are the ultimate tool for determining new patterns
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of temporal sequencing and new transformations or economic transformations in the light of geo- economic issues, geofinancial and geopolitical forecasts of the 21st century with the new Post Covid-19 Period.

Keywords: Sovereign Wealth Funds, Geopolitics, Geoeconomy, Geofinance, Development, Assets, Investments, Globalization, Strategy, Post Covid-19 Period, Sovereign Wealth Funds’ Long-Term Perspective and Strategy in the Post Covid-19 Period.
Суверенные фонды (SWF)
Вступление
Важнейшая концепция суверенных фондов сейчас, как никогда ранее, представляет собой потенциал для экономических, стратегических и финансовых преобразований в глобальном масштабе. Суверенные фонды все более и более ассимилируются с капиталистической логикой экономического развития, финансовой мощи и суверенитета как части новой геополитики. Суверенные фонды постепенно заменили геополитику геоэкономикой, геостратегией и геофинансированием, потому что сила государственного суверенитета - параллельно или в дополнение к его дипломатическому, стратегическому и военному аспекту - полностью определяется поиском, обеспечением и поддержанием всеми означает конкурентную позицию на стратегических финансовых рынках, а также в инвестиционных зонах и экономических коридорах. 
Помимо экономики развития, которая сегодня характеризуется наличием суверенных фондов, цель теперь состоит в том, чтобы соединить обширный евразийский континент, чтобы поставить Россию и Китай до сих пор на периферии Европы, но также на Ближнем Востоке, в Африке, Латинской Америке и Азии в центре нового созвездия. Суверенные фонды, новый Шелковый путь и евразийская интеграция предлагают России и Китаю возможность справиться с этой «чрезмерной зависимостью» от Запада, используя инструмент суверенных фондов для усиления своего влияния в Европе, Китае, Африке и Латинской Америке, в то время как в то же время все больше и больше стран используют этот инструмент для ускорения своего экономического развития или используют его для выхода в новые технологические, научные, экономические и финансовые области двадцать первого века. стратегический ландшафт на глобальном и региональном уровнях. 
То, как государства определяют и реагируют на новые вызовы, создаваемые этой новой ситуацией, которая сочетает в себе добычу, преобразование, использование и инвестирование богатства, независимо от того, получено ли оно в результате экономической и финансовой трансформации природных ресурсов, будет иметь решающее значение для международных отношений. ближайших десятилетий. Эта презентация основана на существующих реалистичных и рационалистических концепциях балансирования, движения картелей, проблем с обязательствами и асимметричной информации для разработки объяснений того, как государства с суверенными фондами действуют в геополитическом контексте и, таким образом, влияют на глобальную экономику. 
В частности, мы хотели бы изучить роль, которую различные типы неопределенности играют в ситуациях нестабильного геополитического равновесия. Особое внимание уделяется характеру развивающихся государств с суверенными фондами, соотношению сил и их влиянию на мировую экономику. Эти концепции анализируются и иллюстрируются в контексте долгосрочной перспективы и стратегии государственных фондов в период после коронавируса-19. 
Проводя параллельную оценку геополитических взаимодействий с другими участниками, странами, стратегиями и важными тенденциями, мы показываем, что фонды национального являются основным инструментом для определения новых моделей временной последовательности и новых преобразований или экономических преобразований в свете геоэкономических проблем. , геофинансовые и геополитические прогнозы 21 века с учетом нового периода после коронавируса. 
Ключевые слова: суверенные фонды, геополитика, геоэкономика, геофинансы, развитие, активы, инвестиции, глобализация, стратегия, период после коронавируса, долгосрочная перспектива и стратегия суверенных фондов в период после коронавируса.

What is a sovereign wealth fund?
The term “Sovereign Wealth Fund” (SWF) was coined by financial analyst Andrew Rozanov in his 2005 article “Who Holds the Wealth of Nations?”, to demarcate an emerging breed of state-owned investment funds from other institutional investors. Since then, the term has gained wide usage and SWFs have been acknowledged as a significant investor group.
Andrew Rozanov (2005): “Who holds the wealth of nations?” Central Banking Journal, 15(4): 52-57
« Broadly  defined,  a  sovereign  wealth  fund  is  a  collection  of  government-owned,  predominantly financial,  assets.  More  narrowly,  it  is  an  actively  managed  government-controlled  pool  of  capital, some of which is invested abroad. » (Truman, 2008e), cited by Zilinski in Zilinsky, Jan. Understanding sovereign wealth funds. Diss. Harvard University, 2009, p. 2, http://web.mit.edu/zilinsky/www/Data/thesis_zilinsky.pdf
See also : Renaud Bouchard, Geopolitics of the Sovereign Wealth Funds. Asset protection or economic development : the impact on the global economy, Thesis, December 2019, p.392, https://www.theses.fr/2019EHES0154
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Important Notice - Methodology & Disclaiming
All the data is proprietary and comes from public, first-hand sources or estimated based on knowledge and insights of the Authors and Papers sourced & quoted hereinafter (mainly Global SWF and Global SWF Data Platform). Considering the figures and data, of the Top 100, only 10 funds do not report their Assets under Management (“AuM”), including Abu Dhabi’s ADIA, Qatar’s QIA and Singapore’s GIC, and we maintain internal models that estimate the total size based on allocation and investments.
As a policy, we do not like “n.a.” and estimate numbers based on proper years of experience, if undeclared. We maintain a dynamic list of the funds’ allocations (asset classes, regions and industries), as well as an exhaustive list of investments and divestments – a proprietary data set that goes back to the birth of the funds. Unless indicated otherwise, Authors investment data refers to private market transactions and certain public market transactions that are sizable and long-term in nature. Lastly, the Authors we quote are contemporaneous in their approach and report information to readers and clients the minute it happens. The present report, released on January 1, 2021 and reflecting the activity occurred up to December 31, 2020, serves as a proof for the following text and PPT.
 COMPENDIUM BASIS DOCUMENT
2021 Annual Report PIF, PC, China & India, Tech, ESG
Diego López  & Daniel Brett
Managing Director Head of Research
https://drive.google.com/file/d/1-s2mYtzQEVWCNXO78nNciAO4UI2j4nic/view
Source: Global SWF. Last updated May 2021 - Global SWF Data Platform
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‘The year 2020 will always be remembered for the COVID-19 outbreak and for resulting market uncertainty -
5 well asthe lrgest disconniect between economic reality and financial markets n istory. While the world
lost milions o jobs with an estimate -4.4% wiped off GOP (IMF) the markets closed with 3 +10.2% gain in
bonds (measured by SGP 500 Bond) and an +1 1% gan n stocks (measured by S&P Giobl 1200}, And given
that State-Ovined Investors continue o hold o average three uarters of ther portfolcs i iquid assets, tis
has transiatedinto 3t rowth oftheindusty ize. Inather words Sovereign Wealth Funds (WFs) and Put
Pension Funds (PPFs) ended 2020 with an all-ime high AuM of USS 9.1 trllon and USS 184 trilion,
respectively, . 3 219 (SWFs) nd a 345 (PPF<]growth inthe past six years, since the 2015 il crss.

Figure 1. SWF & PPF AuM (USS tilon)

Itwas alsothe year i which the evolution and complexity of the mduslrvlv:s become mostevident. On
the one hand, SWFs have a vaiety of objctives, which determine thei liauidity and hierarchy in terms of
responding to government fscaldefcits see page 34) Infat, the year saw several vithdrawals from 26 funds.
across six continents, for a combined USS 162 bilon. O the other hand, there s a ising trend among
‘countries o include a development function and domesticnvestments a part o thir mandate. The two funds
established in 2020 (Fonds Souverain de Djjbouti, FSD and Indonesia's Nusantara Investment Authority, NIA)
have been seeded by their governments and are expected to catalyze foreign capital ino their respective
‘econrmies. Other funds opte tofssue new bonds that would aleviate theircountres'debtlvels (seepage 35).

Figure 2.2020 Quarterly Tracker (USS tilion)
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Comparisons between the Global Financial Crisis (GFC) and the COVID-19 pandemic show the
changes that theindustry has gone through nthe past 12 years. As ighlighted in Secton 4, between 2008 to
2020,501 assets doubled from USS 138 rllon o USS 27.5 trillion and the average allocation toalterntives
changed rom 12% to 24% - representing quadrupling of SOl capial held i eal estate, nfrastructure,private
cavity and hedge funds between 2008 and 20201 Furthermre, SOls can o longer be refrred o s “dumb
money” and are now seasoned nvestors that rigorously examine stratesy. allocation and risk.

Inno fund s that evolution more evident than n Saudi Arabia's Publc nvestmen Fund. n 2008, the
fund was mostly a domesticholding company that supparted Tadawullsted equities and provided financing to
projects where the private sector could ot. Today the Saud fund i oneof the werld's most oustanding SWFs
that has pursued uriguely bold investments, including USS 45 billon in Softbank Vison Fund | and USS 20
billon in lackstone Infrastructure Fund. With ts rapi transformation and its rse in the ranking ofboth the
largest and the most active SO, we recognize PIF as the 2020 Fund of the Year. In Section 5, we offer the
award and have a perceptive conversation it Yazeed Ak Humied, PIF's Head of Loca Holdings Investments.

The SOl sector continues o b a bi, global,strateic board game where geopolitcssil play a big part.
Inthe past four years, the US Government has been more welcoming towards Middle Eastern caita and more
aggressive at rejecting Chinese funds,via CFIUS. The atitude of the new administration towards such FDI is
stillncertain, and together with Brexit,may determine what the industry ook ke i the nixt ew years. In
Section 7, we ook a th ise of China and Indiaas counriesofnterest among SOl The USS 11 bilion received
by Reliance Group companiesin 2020 lone s certinly a good testament tothe shiting dynamic n Asa.

Analysts aaree tha the halt n economic growth caused by COVID-19 has been generally good or the
environment,and that it has represented a wakeup calin terms of sustainabilty for companies and nvestors
alike. The One Planet SWF Group,set upin 2018 by six SWFs,atracted nine more SWFs n addition o total of
19 asset managers and private investment firms at the end of November this year. In fact, of the 3,575
signatory members of UNPRI today. over a quartr signed upin 2020, But is membership o such organizations
suffcient or s it ust another orm of greenwashing? We assess the Governance, Sustainabity and Resllience
octualfforts of SWFS and PPFs nSection 9, thanks to Global SWF's proprietary GSR Scoreboard.

State-Ovned Investors are not only larger and less rskcaverse - they are also increasingly
sophisticated and complex organizations. And this getsreflected n ) their mission and mandate, which can be
hybrid or dynamic over imes ) theircapital structure, whichs gtting inreasingly loveraged: i) investment
focus and balance of domestic vs overseas investments; and (v) organizational structure, which to tis day
combines active nvestment managers with offces everywhere, and passive asset owners with a sngle HQ.
Section 10sheds 3 light o these intriate issuesthat will Keep shaping the ndustry inthe years tocome.

We close tis unique report in terms of timin, relevance and thoroughness,with some thoughts and
projections on how the ndustry will oo ke inten years time. State-Owned Investors 2030 predictsthat the
sizeoftheindustey will b over USS 50 trllion b the end f the decade. There vl be i funds with  rillon
dolars Aub or more, and three aditionsl funds with two tilion dolars AuM or mre: NEIM, PIF and APG. If
the Norwegian fund continues growin a the pace expected by the Parlament, it vl be they, and ot the Saudi
fund,who il maintai the crown 25 the worl's lrgest SWF. I tota,we expect the number of SOl tosurpass
500 in 2030. The new SWF may be created through managing excess (commodities o reserves) o through
addressing need (development). The former may be the most significant, f ountriessuch s Germany, Japan
and Taiwan, which are poised to have large surpluses i thelr own fund.
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Global SWF studies 438 State-Owned Investors (SOIs"), including Sovereign Wealth Funds ('SWF") and Public Pension
Funds (PPEs"), which ointly manage well over USS 27 trllon in assets. SOIs are no longer defined simply as government-
owned vehicies investing thir capital overseas. Today the industry is ighly complex,with mixed forms of legal structure,
ownership and portflios, and we define four major groups of SOl according to their investment behavior:

» SWE-Stabilization Funds: his i the smallst group and yet the most ntutive. They are defined as “rainy-day funds”
because they are astablished as a buffer mechanism that can cover fscal deficits i times of uncertainty and market
shocks. For ths reason, they are usually highiy liquid vehices that allocate on average 90% of their capita nto public
stocks and bonds, Examples include Azerbaijan's SOFAZ, Botswana's Pula Fund and Chiles ESSF.

‘SWE-Savings Funds:also known as “future generations funds”they face less pressure forshort-term quiity and can
afford oinvest ong:term. They are therefore more aggressive and alocate an average of 22%to private markets. With
an agaregate AUM of over USS 5 trillion they represent some of the world's largest investors in real estate,
infrastructure and private equity. Examplesnclude Abu Dhab's ADIA, Norway's NBIM and Singapore's GC.

» SWE-Development /Strategic Funds: these have represented the most popular choice among governmentsin the past
decade, as they combine a financial goa with an economic mission, contributing to the domestic development.For this
reason, some of them are set up without much “wealth" and seek to catalyze foreign capital and fundraise debt and
eauity from other SOls instead. Examples include Ireland’s ISIF, Malaysias Khazanah and Russia’s RDIF.

> Public Pension Funds (PPEs): PPFs have gained insigrificance and activity to such an extent that they ae today smilar
i behavior to SWFs and to Savings Funds in partcular, despie the obvious differences in iabilty profie. Both groups
keep alike investment srategies and asset allocations and can be seen competing or the same stakes in public auetions
and private placements around the world. Examples nclude Canada's CPP, Japan's GPIF and Netherlands' APC.

We are generally fexible in our definitons, which are driven by market interes. I we are too acadermic and rigorous, e
using IMF's defintion of SWF, we risk leaving out some of the funds that we deem highly interesting, acquistive and
comparable in behaviortoother SOls, nclucing India’s NI, Morocco' thmar Capitalor Sngapore's Temasek.

We alsoinclude crtain Central Banks (CBS") that are highly acquistive, for the portion that s investable, including Chi
SAFE (Investment Company), Hong Kong's HKMA (Exchange Fund), Saudi Arabias SAMA (Reserves Assets) and
Kazakhstan's NEK (ncluding NOF and NIC). During 2021, we plan to analyze CBs on an exhaustive and separate manner.
We have also decided to include les traditional pools o capita,to the extent tha they catalyze and manage significant
funding from SOls. These include Japan's SVF1 (which is 60% funded by two Middle Eastern SWF), and maltiateras-
driven IFC AMC and 108 nvest - withthe big caveat thatthe third-party capitals eliminated whenever we do otals.
Lastly, we aso consider multateral development entiies such as Dammanbased APICORP, Kuwat-based GIC GSC or

Befing:based AII3 as they are ike-minded nvestors to SOI. The same goes for the UN's, the WE's and the IMF's pension
plans, which may have diffrent stakeholders,but whose investment behavior could beassmilated tosingle-country PPFs.

We mast bearin mind tha certainfundsare actually “asset managers” that manage capitalon behalf of “asset owners”, e
Australia's VFMC manages ESSSuper and other plans, Netherlands' APG mixes ABP with seven ther pension plans, and
Canada’s AIMCo manages diffrent pension plans (which conform most o it capital and a SWF, AHSTF.

Outofthe 438 SOls,we define a “Top 100" lst,which can be found in Appendix 1 and allows s tofocus our efforts on the
70 most active SWFs and the Top 30 most active PPFs. This sample serves us as a far representation of the heterogenous
SOl universe. They are also dynamic lists, which we keep shaping as new funds are established and old funds get depleted.
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Figure 4:Top 15 Countries by SOls (US$ billion)
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2020 was truly 3 rollercoaster when it comes to investment activity. The year started very strong, with SOls
deploying USS 234 billon i February alone. The flow of capital came to a sudden stop in March due to the
outbreak ofthe COVID-19 pandemic worldwide. Funds eventually adapted tothe new norml and accelerated
their acivityduring Q3 and Qd but concuded the 12-month period with ower numbers thann 2019, This was
especiallytrue for SWFS that ha to be extra cautiousgiven the poor economic conditions and potential fscal
deficit at home and a5 such i not reach USS 100 billion in invested capta for th firttime nseven years.

s outlined i the Exective Summary, stabilzaton and savings funds incuding NBIM, GIC and KIA
suffered significant withdrawals and were generally more cautious. However,strategic o development funds
couldact more aggressively. and Mubadala, Temasel and PIF dominated the headines throughout the year.
The Abu Dhabi fund raised USS 4 billon i bonds and spun off Mubadala Capital, a GP-like subsidiary that has
raised USS 8 billon. The Singaporean investor bailed out Singapere Ailines among othr transactions. And the
‘Saudi Arabianfund kept eceivinginjections and went onaremarkable shopping spree f US public equites

At the same time, Pension Funds proved to be more resilent see GSR Scoreboard on page 32) and
almost caught up with their SWF peersin volume. even i infewer deals. The Canadian funds continue o lead
the pack, investing 149% more than they did in 2019, and teaming up to exert pressure on Sustanabiltyisues.
Federal CPP, Quebec's COPQ and Ontario’s OTPP were among the workd's argest spenders. PPFs from other
countries such as the US (NYSCRF, CaIPERS), Netherlands (ARG, PGGM), and the behemoths South Korean
(NPS) and Japanese (PIF) unds were especially actve too,with isng intrest inaternativ assets.

“The year sawa continuation of the co-nvestment trends shown by both groups of asset owners inthe
past few years: a total of 38 diffrent transactons worth USS 42 9 billon saw acombination of SWFS, of PPFs,
or of both SWFs and PPFs. Multibilfon corinvestments such as Reance Retail (ADIA, GIC, Mubadal, PIF,
RSA Insurance Group (COPQ, CPP, OTPP) and ADNOC's Gas Pipeline Assets (GIC. OTPP) signaled the

increasing cllaboration betueen thediffrent group ofinstitutionl investors,regardles3of their orgin.
Vot Volume
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“The largest ingl transaction was carred out by Dubal World, when it bought back on February 17 the
20% of DPWorld that waslsted i Nasda Dubal. Interestingly that very same day, CDPQ converted s stake
i Bombardier into shares of Alstom and made 2 new injection, which transated into 2 USS 3.1 bilion stake.
Other significant deals were ADIA's USS 28 billon investment in Elevator Technology, CPP’ USS 28 billion
injectionin Patter Energy and Mubadalas contribution to 2 USS 12 bilion, Apoll-driven ending platform.

‘Overal, and despite the significant withdrawial and losses suffered in Q1. GIC remained a5 the most
active SO, deploying USS 17.7 billon n 65 different deal. The Singaporean fund was cosely followed by CPP-
(USS 15.0biion i 33 investments), CDPQ (USS 12,1 billon n 30 nvestments), Mubadla (USS 115 billon n
3L investments)and Temasek (USS 113 bilionin 52 investments). PIF was also significantly activ especially
doring Q2 and Q3 inbuying and selling US lsted equites and ETFs,which ae not reflected inthe figure below.
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Figure 10.SOls Investments by Region (USS bn)
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Ivestors have traditonally sought safe investments during economic rises, and COVID-19 has not
een an exception. SOIs have scaed back their focus in Emerging Markets to 2015 lovels and ncreased thei
exposure to North America and Europe instead. The most popular destinaton was again the USAwith US$ 430
billion,fllowed by India (USS 16.6 bilion o which 673 wasin Relance comparies), the UK (USS 9. bllon).
the UAE(USS 7.9 bilion) and Canada (USS 7.6 bilion).China et #9,with USS 5.4 bilion

More interestingly perhaps, s the change in sectoril targets. We look here at umber of deals given
thatinvestments i real assts are usuallychurikier and bias the analysis. With s influence in every corner of
the economy, technology has become 2 major nvestment target, and insttutiona investors ae not lagging: 3
ith o the nvestments carred out in 2020 were in Technology, Media and Telecommunications (TMI). The
other sector that experienced a sigifcant rise was Healtheare (HC),for obvious reasons: 3 total of 41
nvestments went into businesses pursuing vaccines and biotech.

Real Estate (RE) and Infrastructure (Inra) are till an important part of the portfoioof SOIs and wil
continue to b so. However, we have seen a decrease inthe number of deas relted torealsssts, from almost
halfin 2015, to it more than a third n 2020, The trend is especally notceable n property deals, which
decreased from 119 (representing USS 75,6 bllon) in 2015 to 103 (representing USS 307 billon) in 2020.
Furthermore,we re seeing a change n subindustry inboth asse classes, s we analyze i th fllowing page.

Figure 11.501s Investments by Industry (#deals)
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Real Estate Investment in propertis has shrunk considerably, and there has been 3 noticeable switch into
logisics inthe pastyear. Offces have been osing importance since Brexit prompted SWFs to stop spending on
prime London real estate, and investment in hotes s half o the total i 2015.In summary, SOl see that the
Tong-term infrastructuralneeds are going to be approximately the same but are pvotin towards logistics and
aviayfromoffces i aticipation f a potential permanent change in working culture.

Figure 13, REInvestments by Segment (Direct Investments Only)
1o
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Infrastructure: The analysis of trends in infrastructure i slways more challenging as the way funds classfy
iferent segments variessigrficanty. I general, the asset clas aligns very wellwith the long-term horizon.
although changes inregulation can pose importarit rsks for SOIs. I the pas fve years, we notice  slight it
from OSG to Renewable Energy. Power and Utiites are stl 2 very important pat of the outreach, and 50 i
Transportation, including airports and port, despite the profound effect of COVID-19n the ndustry.

Figure 14 Infralvestments by Segment (Dirct Investments Only)
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I the 12 years since the Global Financal Crisis (GFC), State-Owned Investors, and Sovereign Wealth Funds in
particuar, have experienced a meteoric development. The industry has grown i size and sophistication and s
now better prepared o face the new economic criss and market shock, COVID-19 s affected funds very
iferently and llustrated the heterogeneity of SWFS in terms of mandates, capital structures, investment
strategesand organizationalset-ups(see pages 3410 37,

In 2008, the SWF industry was till i ts early days and comprised 90 investment vehicles managing.
USS 40 tilion i an ndependent manner. Governance was a new concept,tiggered by the faled purchase of
certai portsinthe US by DP Worid and the Santiago Principles were under development. The financilciss
was seen by SWFs as an pportunity toincrease their weightinto distressed financal nstitutions,especilyfor
those savings funds with  more agaressive internationalstrategy.including ADIA, CIC, GIC, KIA and Q.

1n 2020, the story was vasty different. SWFS are now better governed, more sustainable and reslien,
and were bettr equipped for ecession. Some faced adouble shock given the drop in OG prices but reacted
by aisingdebt,a ither at national o fund level T most activ group throughou the crisishas een the one.
formed by development unds, including Mubadila PIF, RDIF, Temasel.and TVF, insectors especialy afected
by the pandemic (entertainment,trave)but asoinhealthcare and technology s long:term bets.

Figure 15. Comparison for SWFs between 2008 FinancialCrsis and 2020 Health Criss

O 2008 TheFimncaicrss o 2020- TheHealthCriss
505WFs with USS dim At 155 SWEswithUSS 9mAutd

1. Independent and randompoolsof capital | 1. Large and sophisticated organizations
+ Governance &Transparency + Sustainabilty & Resilience.
+ Notmuch talk among them yet *+ Collaboration,co-investments

2. Malor players: Savings Funds 2. Major players: Development Funds
+ ADIA,CIC, GIC, KIA, QA * Mubadala, IF, RDIF, Temasek, TVF

3. Major opportunities: Financial Services | 3. Malor opportunities: HC, Tech & Travel
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At the time of writing thi report,there were sigificant developments regarding the approval and
disribution of effective vaccines against COVID-19, which could indicate the imminent end of the lockdown.
However, thelasting ffects of the economiccisswilsurely o beyond th irst hafof 2021 and may afect:

» Funds established to covr fiscal deicits orfinancing needs o thei hostng government, including Middle
Eastern, 08G-sourced funds (ADIA, KIA, O1A), whichare yet tofully asess theimpactoftheciss.

» Funds that will e responsib forthe recovery of the domestc businesses significantlyaffected by thecriss
suchas nationa carrers, including ICD, Khazanah, Mumtalakat, NWF, QIA, RDIF, Temasek and TVF.

‘One thingis certain: the SWF industry will eep evolving untilthe next criss. For our forecasts, see pages 38-39.
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The growth of SOls during the period 2008-2020 has been twofold: on the one hand,there has been a
large number of new investment and,especily. strategic vehicle: since 2008,a totalof 65 new SWFs and 28
ew PPFs have been established. On the ather hand, the existing vehicles have continued to receiveinjections
of capitland assets rom ther governments, to accumulate nvestment returns and toraise debt and equity.

‘We canillustrate this evolution with two specific ecosystems,one SWF-driven and one PPF-driven:

> Abu Dhabi Inc:1n 2008, the Emirate was ighlyfragmented n terms of SWFs. Withthe OPEC il rading at
USS 98/barre,there vias an abundance of capita bt ot much thinking about how to chanelthat excess.
'the Councir) had just spun o from ADIA withits domestic portfli,and IIC and: (MDC)
operated astwo holding companieswith very ifferent focus. Together withfederalfund 1A the four SWFS.
managed USS 624 bilion. Today, the landscape has evolved ignficantl, with MDC, IPIC and ADIC merged
intoa mult-layered MIC and with ADIA tying t keep up with rising fscal deict vith i at USS 40/barrel.
in additon, the new player ADQ could play an important ole o the way forward. All i al. the Emirate now
hostsover 3200 nvestment professionals and s AuM has ncreased by 72% to over USS 1 tilon.

> The North American country has nly the workd'sninth largest economy,but s pension system
s proven to be one o the. ifnot the, most advanced. The Maple 8, which i formed by two federal PPFs.
(CPP. PSP). one from British Columbia (5C1), one from Alberta (AINICo), three from Ontario (

nd OTPP), and one from Quebec (CDPQ), managed USS 541 billon in 2008, Thanks to retained

arnings and rising contributions,that figure has more than doubled in 12 years, o over USS 12 trillon.
Furthermore, ther average alloation to alternatives has increased from 30% to 44%, which means 3.3¢
more capitalinvested intoreal assets, privateequity and hedge funds now. Lasly. Ontarias new fund
provides aresh lternative and s marketing agaressively o growits client base eyond OPB and WSIB.

Other countries with SWFs and PPFs have followed simiar paths. Ultimately, we can assess the
evalution of SOls in the past twelve years according o their mandate: Stabilzation funds have grown 91%,
with 816x more capital into alternative; Savings funds have risen a 131% with &6 more alternatives
Development funds have been the mast popular chaice with 190% mre capital and 6.6x more alternatives:
and Pension funds present the most modest change with 85% mare capital and 3 xmore alternative.

Figure 16, Growth of SWF & PPF AuM 2008-2020
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Figure 18. Investment Returns SWFs vs PPFs.
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One thing the industry needs to improve is returns. Global SWF has undertaken a comprehensive
analysis of the industry's profitabilty, based on the asset allocation and benchmarks of the Top 100 SOIs. The
results are illuminating and troubling. SWFs have returned, on average, 5.0% per annum in the past 12 years.
“This compares with 4.8% scored on average by their benchmarks and suggests a SWF industry alpha of 0.2%.
ilarly, PPF have returned on average 5.6% versusa reference of 4.6%,giving a PP Industry alpha of 1.0%

Thisis  highly challenging comparison due to the lack of data as well as the heterogeneity of SWFs and
PPFs. Besides different risk profiles and asset allocations, SOIs present different reporting dates including Hiji
and Persian years), which can be like comparing apples and oranges, especiall in 2020 when funds closing the.
Year inMarchwere more affected than the ones reporting at the end of June, September or December.

Yet, we can spot certain trends and best performers. The table below lsts the returns reported by ten
major SWFs and ten major PPFs in the past five to six years. Among those reporting in March, CPP was by far
the strongest, not even losing money in 2020. Among those releasing returns in June, NZ Super and Future.
Fund are outstanding, while among the ones reporting calendar years, Canada’s CDPQ and OTPP stood out.
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Saudi Arabia s a rapidly-changing nation - especially its economic and financial landscape. The roadmap for this
change s contained in the Vison 2030 program, which was announced in 2016 and aims to add diversification to
the Kingdom via infrastructure, tourism, technology and health. Well until 2015, very few people outside of
Saudi Arabia had heard about the Public Investment Fund (PIF), which was solely focused on the development
of the domestic economy.

Fast forward to 2020, and PIF, Saudi Arabia's SWF, has become the main engine of Vision 2030 and one
of the world's most known SWFs, under the leadership of H.E. Yasir Al-Rumayyan asits Governor. In five years,
its balance sheet grew from USS$ 150 to US$ 360 billion, thanks to the Fund's strategy and ts long-term investor
approach. The Fund has also broadened its mandate beyond the Kingdom's borders, where today 20% of PIF's
investments are international and plans to open offices in New York and London are taking place.

“The portfoios clearly spiitnto sx different pools of capitl: four domestic and two international. The
Saudi assets include holdings (mature investments), sector development (underdeveloped or nonexistent
sectors),real estate (specific projects) and, most notably, the so-called giga rojects empty plots ofland that are:
turned into ecosystems). The latter include the Red Sea Project, Qiddiya and NEOM - which means new future
and covers 16,000 square miles in the Tabuk province.

“The two international pools consist of the nternational diversified pool, which is dedicated to relatively
liquid direct and indirect investments n different areas including real estate, deb, fixed income and public and
private equity. The international strategic investments focus on industries of the future that secure significant
returns and includes. large commitments such as SoftBank Vision Fund (US$ 45 billion), Blackstone
Infrastructure Fund (US$ 20 billion) and Uber (USS$ 35 billion). At the end of Q1 2020, PIF invested into US
businesses affected by COVID-19 in various sectors including entertainment, hospitality and energy. And
between Q3and Q4, it nvested US$ 33 billion into subsidiaries of India's Reliance Group (see page 26).

But the organization'’s growth willnot stop there, and the opporturities and challenges are significant.
PIF is mandated to drive the diversification of the Kingdom away from oil and has ambitions to become one of
the, if not the worlds largest SWF (see page 38), with USS 2 tillion AuM by 2030. Whether the o reserves of
the country and the injections from other government entities will uffice for that goal, that's a
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Figure 20. PIF Strategic Asset Allocation (%)
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Today, Oil & Gas industry accounts for roughly 875% of Saudi budget revenues, 90% of export earnings
and 425% of GDP. It also represents 38% of PIF's portfolio although that is changing rapicly as the Fund
increasesits focusintechnology. financil services, public sector, mining and agriulture, among others. I June
of this year, PIF sold a 70% stake in Saudi Basic Industries Corporation (SABIC), the world's fourth-biggest
petrochemicals company. toSaudi Aramco o USS 69.1 billon.

According to the Program designed in 2017, PIF's progress in 2020 would be measured with four KPls:
Assets: US$ 400 billon AuM (up from USS 224 billion) and 4%-5% Total Shareholder Return (up from 3%)

- New Sectors: 20%share of assets in new sectors, which should contribute USS 8 billion to Saudi's GDP.

+ Partnerships: 25% of portfolio n international assets and USS 5.3 billion cumulative contribution to FOIs.

- Economics: 11,000 direct igh-skilled jobs created and US$ 56 billion investments in technology and R&D.

‘These goals imply a significant deployment of capital, especially after the pandemic. While other SWFs
may be accountable to cover fiscal deficits, PIF supports the national agenda by investing into local businesses.
InNovember of 2020, the Crown Prince confirmed that PIF had injected about USS 83 billion in Saudi over the
past four years, contributing to the creation of 190,000 jobs. The Fund is expected to increase the pace until
2030, investing US$ 40 bllion in 2021 and 2022 i new sectors such as tourism, sports and transportation.

Pursuing such dual mandate of international financial returns and domestic econornic progress is not an
easy task. PIF will need to ensure alignment with other government vehicles while it continues to enable and
support Saudi Arabia's private sector and wil also depend on the achievement of the macroeconomic targets
defined in the PIF Program 2018-2020, requiring a close monitoring of the progress beyond 2020, The
foundational pillars are certainly already there.
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Figure 21. Current portfolio diversifi

Figure 22.PIF Investments in KSA (USS billion)
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Over the years, Private Credit (PC) has emerged as an asset class in its own right, having won growing support
from SOls, who have replaced more opportunistic investors a5 the main source of funding. COVID-19 i putting.
the skids on an evolution that was already underway as it coincided with the end of a long economic expansion
that saw underwriting standards dip as the squeeze on yield led to ncreasingly risky financing decisions.

Asthe economic cycle matured, al the low hanging frut - low-risk investments with areabl return -
ried up, leaving investors with riskier opportunities they would not have previously considered. With fixed
income operating n  diffcult environment, public equity rocked by high volatiiy,and rsingfears that a private
equity bubble s about o burst;private cedit is becoming ncreasingly popular among SOIs n the hunt for ield.

‘The asset class has increased significantly. from 25%6of portfolios in 2015 to 3.2% in 2020 among the Top
10 SOIs (see table 6). Sovereign investors benefit from lower liability constraints that enable them to take on
more liquidityrisk than banks, Their greater risk appetite i driven by their long-term investment horizon.

“The trend is quite different from the trend seen in the few years after the 2008 GFC when private
creit unds lost favorabilty. In the decade since the crsi, the AUM of global private credit has grown from
USS 238 billon to USS 787 billon, according to the Alternative Credit Councis (ACC). The evolution and
growth of PC led to an increasingly professional approach vith rigorous due diience helping to ower risk.
Despite uncertainty and isks of a systemic crisis, ACC found that managers were set to raise USS 100 biion n
20205 the asset clasisincreasingly seen as way of hediging portfolios,matching th lending volume in 2015

‘The asset class has been notably resilient amid the pandemic with managers successfully protecting
their portfolio values as well s deploying dry powder to add assets. While the lockdown reduced allocations to
private credit in the second quarter, investment s expected to pick up in 2021 as the market readjusts. With
traditional banks restricting lending, private credit will serve as a crucial source of financing in the economic
recovery, particularly for mid-market companies.

Inits survey of managers with aggregate AuM of USS$ 400 billion in private credit strategies, ACC found
that 80% were bulish in their appetite to depioy capital over the next 12 months with 44% saying distressed
debt opportunities will ek n the frst quarter of 2021. SOIs will be a growing source of ry powder for private
credit strategies with 88% of fund managers believing pension funds will increase allocations over the next
three years, while 67% of SWFs expected to increase investment.
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Today, the list of Top 10 allocators to the asset.
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others under Private Equity, but it is becoming an
important part of their portfolio, nevertheless.

Emerging Asian markets are in the sights of SOIs, which are willing to take on the high risk as they offer
potential high rewards. Asian emerging market junk bonds look set to be the focus of attention with the default
rate for high-yield bonds at 45%, compared to 8% inthe US, according to  recent report by Goldman Sachs.

*Estimated by labol SWF
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India's Edelweiss Alternative Asset Advisors' USS 900 million ESOF I special opporturities fund
provided the perfectillustration of a year when emerging market private credit became a big draw for SOIs. By
October, around USS$ 675 million was raised from OTPP, Florida’s SBA and Swedish AP for the fund, which
focuses on providing structured credit to Indian companies, including distressed private credit opportunities.

But OTPP has not been the only Canadian PPF to enter the Indian direct lending sector. In 2019, CPP.
invested USS 225 millon in the India Resurgence Fund,a distressed assets buyout platform set up with Piramal
Enterprises Limited and Bain Capital Credit as joint sponsors. ADIA also anchored the Kotak Special ituations
Fund, focused on Indian distressed debt, with a US$ 500 million investment in 2019.

In September 2020, distressed debt was also a theme in the formation of a mulibillion-dollar direct
platform established by QIA and CSAM, which targets loans to upper middle-market and larger companies
the US and Europe. Meanwhile, Abu Dhabi's Mubadala forged a US$ 3.5 billon direct lending partnership with
Barings, which followed its decision to anchor a USS 12 billion alternative credit partnership led by Apollo.
Overall, SOls committed over US$ 10,5 bilion to PC in the 21 months from March 2019 to November 2020.

able 7. Commitments toPCin the past 21 months
Fund Manager Scope Date Value ($m) __Stake%
SBAFlorida Various Us Nov-20 1600 na,
NYSCRF Pearl Diver us Sep-20 250 na.
Mubadala Barings £ Sep-20 1750 50%
QA CsAM EUUs Sep-20 1000 50%
OTPP.SBAAP4  Edelweiss India Sep-20 675 75%
Mubadala Apollo us Jul-20 2500 21%
NMSIC 1 Willam St us May-20 100 na.
NYSCRF Vista Credit us Mar-20 700 na.
cPp Resurgence India Dec-19 225 43%
ADIA Kotak India Aug19 500 50%
APG MaxCap(RE)  Australia Jul19 240 50%
psp Ellie Mae us Mar-19 1000 na.
Total 10540

*Estimated by Gobel SWF

Global SWF expects to see sovereign investors look for further opportunities in debt default risks.
Years of low interest rates prompted companies to issue bonds to grow their businesses. Corporate debt
among non-banking businesses reached USS$ 75 trillon by end-2019, up from USS 48 trillion at end-2009.
Over that time, corporate bonds rated BB went from about a third of the market to half of t. The economic
recession tipped a sizeable amount of debt into default with losses rippling through bond markets.
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Yet, there are downsides in distressed debt, beyond default risks. A crowded market could diminish
the yield potential. An investor bandwagon could see capital deployed too early, leading to unattractive
valuations as investors compete to snap up opportunities. Nevertheless, sovereign investors are quick
learners and have sufficient weight and sophistication to dominate the market going forward.

Not only will SOl remain an important source of capital for private credt, but they are also likely to
‘come into their own as direct lenders. So far, SOls have favored partnerships with GPs or banks due to their
added value and to the lack of internal capabilties, origination function and access to deals. But this wil surely
change. Global SWF believes that SOIs will build up their own in-house management as they increase their
knowledge and skills base and deepen and broaden their exposure. The evolution of private credit s set tosee:
SOls play the same pivotalrole n the asset class as the do venture capital in the years to come.
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Asia's two behemoths, India and China, have been vying for the attention of SOl i recent years, attracting
bilions of dollars in fresh inward investment. Yet, both countries have seen a different pattern of investment
that correlates with the shape of their economic development and their place on the development curve.

Figure 23.50Is private investments in China vs India (USS$ billion)
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China: The Emergence of a Tech Super-Power

WileIndia has lured investors n nfrastructure, rtai, telecoms and financial servces, China has seen
adifferent pattern of nvestment. I recent years, SOIs have been more cautious in their exposure to Chinese
private markets and in 2019 China fell behind India n sovereign investor iflows. The pace and volume of
investment stepped up as the year progressed and SOl became more confident of China's economic reslence
in the pandemic. More than 80% oftransaction volume and 60%of total nvestment value came in H220.

Singapore’s Temasck and GIC remain the main stalwarts, representing three-quarters of SOI direct
investment in 2020. For the first time in its history, Temasek's portfolio was more weighted to China than
Singapore in FY2019/20, diimbing to 29% of AUM - although factors such as the depreciation of the
Singaporean dollar and falling domestic public equity values also played a role.

Over the past two years, real estate has been the biggest focus of attention, making up 46% of
allocations in 2019 and 48% in 2020, despite renewed fears that the bubble is about to burst in the sector.
However, the volume of acquisitions is small and comprised of big-ticket assets, such as GIC's US$ 1.3 billion
purchase of LG Twin Towers in Beijing early in the year. The USS$ 488 billion fund turned out to be the sole SOI
in the sector over the year with further investments i a Beijing office portfolio,  logistics property fund led by
CITIC, and a residential property joint venture with Yanlord - al three investments, totaling US$ 930 millon,
enabled GIC to maintain a toehold in different RE segments.
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However, real estate is not sovereign investors’ core interest in China. The Asian country is home to a
rapidly growing base of tech-sawvy consumers with rapid growth in mobille penetration and over a ffth of
internet users reliant on their cell phones. The potential for fast adoption of innovative tech, particularly in the
retail and consumer sector, make investment in Chinese software, online payment systems,entertainment, and
e-commerce an enticing prospect, China is rapidly becoming a cashless society and accounts for around a half o
the world's e-commerce transactions.

Such appetite for tech has overcome certain obstacles, such as laws introduced in 2016 to regulate
internet advertising and to implement censorship controls, which had far-reaching effects on e-commerce and
social media. These encumbrances are outweighed by government measures introduced in the past two years
to nurture tech, including the “New Generation Artficial Intelligence Plan” ssued by the State Council to prioritize:
China’ leadership in Al; Made in China 2025, which seeks to move China from being  low-end manufacturer to
becoming a high-end producer of goods for it growing domestic consumer base; and, e China Standards 2035
Plan, an ambitious plan to write global standards for the next generation of technology. At the 2020, the CCP
announced the government would spend USS$ 1.4 trillion on a digital infrastructure public spending program.
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Since 2018, SoftBank Vision Fund - withiits strong SOl backing - has plunged around US$ 12 billion in
Chinese private equity with exposure to these tech-driven consumer segments, from TikTok creator
ByteDance to the world's most valuable Al pioneer SenseTime. China's biggest tech firms are backed by SOls,
including Alibaba, Ant Financial and TenCent with GIC, Temasek and Khazanah leading SOl investment. These
firms have helped spur a number of Chinese unicorns spanning social media and e-commerce, which have also
received SOl backing, such asride hailing app Didi-Chuxing and food delivery app Meituan-Dianping.

‘China's tech sector did not cease to be a big attraction in pandemic-hit 2020, representing just under a
third of transaction volume and a quarter of value. Within the segment, SOIs focused on cloud and data storage
services as well as software developers. GIC and Temasek each invested USS 200 million in unicorn EdTech
developer Yuanfudao, which surpassed QIA, CPP-backed, Indian rival Byju's in terms of value. ADIA became
the largest investor in Gaw Capital's nternet data center platform's USS$ 1.3 billion fundraise, giving it exposure.
toasegment with an infrastructure- ke long-term revene stream but with tech-like growth prospects.

High-tech manufacturings also an area of growing interest s Chinese industry matures and moves up
the value chain, with GIC investing an estimated US$ 120 million in flash memory chip producer GigaDevice
Semiconductor. Market disruption was a theme in other sectors with QIA and Mubadala playing a prominent
partinthe US$ 400 million fund-raising by Tesla's Chinese rival Xpeng ahead of its planned US IPO.

However, in most segments, SOI direct investment was still down from its 2018 peak, potentially
because SOIs were keener to invest in public equities with relatively low P/E ratios in Shanghai, robust stock
price growth and the appreciation of the renminbi pointing to opportunity for growth. There was certainly more
SO activity in Chinese IPOS with GIC taking the lead. In September, the Singaporean SWF invested in three
blockbuster IPOs a5 a cornerstone investor: real estate software developer Ming Yuan Cloud Group’s near US$.
800 million IPO, the USS 2 billion IPO of agri-food giant Wilmar International’s Chinese subsidiary Yihai Kerry
Arawana, and bottled water manufacturer Nongfu Spring's USS 1.1 billion IPO. All three offerings gave GIC
exposure inmarkets that have demonstrated high rates of growth inrecent years.

‘The postponement of the record IPO of Ant Group in November 2020, mainly due to changes in the
fintech regulatory environment, dampened SOI hopes of taking a slice in the tech-riven financial services firm.
‘The State Administration for Market Regulation introduced new laws aimed at preventing Internet platforms from
assuming a dominant market position or obstructing fair competition. While Ant Group's giant IPO has been
thrown into doubt for the time being, the move against anti-competitive behavior could support China's
thriving tech ecosystem and therefore continue to fuel SO venture capital. The new rules willsee retailers and
merchants get a higher cut of revenue from the e-commerce platforms they use, and the regulator could target
‘exclusivity agreements which prevent merchants from selling on mulfiple riva platforms. The moves will have a
negative effect on e-commerce majors but will increase competition and reduce the bargaining power of
dominant players over suppliers, thereby ensuring lower cost of entry to new firms and a broader array of
investment opportunities. For SOIs, high levels of competition and market disruption offer greater potentialfor
long-term yield and the opportunity for early-stage investment in the next potential unicorn.
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India's rapid population growth willikely ensure that the country surpasses China as the world's most
populous country in 2027 with the government targeting a GDP of US$ 5.0 trillion. A proactive approach to
Sovereign investment has yielded more than US$ 50 bllionin investment from SOIs since 2015, of which afifth
has been devoted to infrastructure due to the government's aggressive efforts to ramp up FDI in the sector.
“The National Infrastructure Pipeline (NIP) aims to support growth of India's infrastructure sector with total
investment of USS$ 1.4 trillion and i bolstered by liberalization of FDI regulations and highway privatization.

As part of India's agaressive drive to woo SOIs, the FY2020/21 budget provided a tax exemption for
specified infrastructure investments. Mubadala became the first SWF to be granted 100% income tax
exemption for long:term ifrastructure investments in November. The government also seeks to help channel
FDI in infrastructure va its quasi-SWF National Investment and Infrastructure Fund (NIIF), which was formed
in 2015. NI recently closed its Master Fund with USS 234 billion from ADIA, AustralianSuper, CPP, OTPP,
PSP and Temasek, as well as USA's IDFC, the government of India and four other Indian leading institutions.
NIIE also registered a Fund of Funds, which has already closed commitments from AllB and ADS, and a
Strategic Fund, for a total AuM of USS 4.3 bilion. Additionally, in November 2020, the government announced
itwouldinfuse US$ 810 million equity in NIIF's debt platform, inits attempt to drive infrastructure creation.

SOls are looking beyond highways to growth areas that resonated with their ESG policies. Although
smal,the renewables sector is coming into play as a target for rapid expansion of electricity generation, which
is essential to meeting demand and preventing load-shedding that has undermined the country's full
manufacturing potential. Independent solar and wind power generators have been major beneficiaries, drawing
around USS 4 billion from ADIA, GIC, CPP and CDPQ in some of India's eading renewable energy producers
India's emerging green economy will require additional investments of US$ 330 billion between 2020-30,
according to the government. With their minds on technological innovation and environmental sustainability,
yield-seeking sovereigninvestors will continue to remain exposed to India's clean energy revolution,

1n 2020, SOls pivoted towards telecom and consumer sectors and away from roads and renewables, in
order to diversify their exposure within the Indian markets and to endure problems with project completion
Land acquisition challenges, cost overrun, and the deteriorating outlook have eroded investor confidence in
new highways. Although the challenges have eased over the past two years, around a sixth of major road
projects are stil behind schedule with an average cost overrun of 28% This situation has been exacerbated by
the pandemic and has hit revenue ratios, leading to:a slowdown in construction and to a waned SOl nterest.

‘The dramatic effects of lockdown on the Indian economy, which sent it nto a tailspin in Q2 2020,
prompted Canadian PPFs to pause their investments from May. CPP suspended its USS 190 million investment
nan infrastructure arm of Mumbai-based logistis firm JM Baxi, and CDPQ halted the purchase of the US$ 325
million Highway Concessions One portfolio from GIP, it first acquisition of roads in India. The two funds had
previously been among the biggest investors in the country's public and private equity markets.
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2020, Industry tycoon Mukesh Ambani's USS 185 billion empire Reliance Industries served as
the lighting rod for SWFs and PPFs keen to gain exposure to a fast-growing market of 14 billon consumers
and toa group pushed by Mod' Digita India Iitative, and poised to become India's Alibaba or Tencent.

SOls focused on two areas of the Group's business: retail and telecom. ADIA, GIC, Mubadala and PIF
featured prominently in fund-raising by Reliance Retail Ventures Ltd (RRVL) in Q3-Q4 200, which intends to
link neighborhood stores for online deliveries of groceries, clothing, and electronic goods through its JioMart
platform. The move linking SMES to e-commerce is a direct challenge to Flipkart, to Amazon India and to Big.
Basket. Beyond RRVL, Temasek devoted up to USS 160 million to restaurant delivery service Zomato ahead of
its planned IPO in 2021, and ICD invested US$ 121 million in meat and fish retailer Freshtohome. Even RE
became oriented towards e-commerce with GIC taking an 80% of a US$ 750 million JV with ESR in December.

India's digital transformation leap in retail would be impossible without the development of mobile
network and increased internet penetration, which stands at about 1.2 billon subscribers today. Reliance
‘gained considerable traction with its telecoms' unit Jio selling a 5.4% stake to ADIA, Mubadala and PIF. Like
RRVL Jiois seeking to disrupt the market by aggressively under-cutting established rivals with a low-cost new

iber-to-the-home broadband service plus additional offers. Jio's onslaught has slashed the number of players
inthe market and securediis position s the country's iggest wireless operator with 400+ million subscribers.

Sovereign investment in telecoms infrastructure is supporting Jio's relentless growth. ADIA and PIF
invested USS 506 million each to take a 51% stake in the Digitl Fibre Ifrastructure Trust (InvIT), and BC1 and
GIC teamed up with Brookfield to acquire a telecoms tower company from Reliance in August 2020 for US$ 3.4
bilion. With Jio the portfolio’s anchor tenant under a 30-year Master Services Agreement, the partners are
looking to increase the number of towers by 30% to match the telecom operator's growing subscriber base.
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Beyond retail and telecoms, SOs revived their interest in the financial sector with their first serious
investment since 2017. GIC and SAFE poured US$ 670 million into India’s leading mortgage lender and largest
privately owned bank HDFC. The choice stillindicated wariness towards a sector that is burdened with high
levels of bad debt. With the lowest NPL ratio of the top 10 banks and the highest level of NPL provisioning,
investment in HDFC was a safe option for SOls seeking  larger PE expostre to the Indian financial sector.
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Qutlook for China and India

Although rivals, India and China have much to teach each other: India's strength has been to
aggressively fund-raise for investment in infrastructure, while SOIs have been lacking in China's PPP pipeline
With the backdrop of COVID-19, China developed  its Plan 2021-25 with a focus on supply chains,
infrastructure and digital-economy capabilites. Ultimately, China is seeking to double GDP per capita by 2035
witha sustainable level of debt, and foreign capital and SOls n particular could play a central role nit.

Meanwile, India will need to emulate China in encouraging SOls to establish a more permanent
presence. As India becomes an ever-more important destination for investment, we expect more SOIs to set up
new offices, with the tech capital Bangalore potentially becoming a target for VC as India's Silcon Valley. Wi
a high skills base, India will be positioning itself as a Western ally amid rivalries with China, creating a
regulatory environment that provides better protections for tech companies than China's opaque system. By
spurring VC, SOIs will be able to participate in the fast-paced evolution of other high growth sectors where
Tech can play a role including infrastructure, education, retail telecommunications and financial services.
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The Fourth Industrial Revolution will be driven by disruptive technologies that promise to bring seismic
changes to industrial sectors and, in turn, wider society. The way we live, work and communicate will be
transformed and defined by innovative technology. As investors with long-term horizons, SOl are looking to
gain exposure to the potentially high returns derived from technological change. During 2020, COVID-19
hastened this rapid transition and boosted technology and innovation private equity opportunities.

Before the crisis hit, there was mounting concern that the influx of VC into the Tech sector was leading
to inflated asset values, generating fears of a repeat of 1999 when the tech bubble burst. Tech investment by
SOs reached an annual peak of USS$ 22 billion in 2017 amid a massive slew of capital from the SoftBank Vision
Fund (SVF1), which invests in emerging technologies and has also invested in disruptive startups in real estate,
retail and transportation. Backed by PIF (45%) and Mubadala (15%), SVF1's investments ended in 2020 and
represented around half the capital deployed i technology by SOls i the past six years.

SVF1 points to the significant wolved in betting on venture capital in tech. SoftBank admitted
thatit racked up a USS 18 billon loss in 2019 and some investments had arguably gone awry inthe frenzied bid
for scale and market share. Although Uber's IPO was one of the biggest in history raising US$ 8 billion, a badly
timed launch meant it failed to reach expectations - which, alongside the near-collapse of WeWork, raised
‘questions over SoftBank CEO Masayoshi Son. Although the fund bounced back nto the black on a wave of
equities growth in 2020, the doubts over SoftBank'sstrategy have prompted SOls to opt out of Vision Fund 2.

. Figure 26.Direct Investment in Technology.
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on 2 par with 2019 levels. However, there was a sharp pivot away from fintech and towards information
technology and lie sciences and biotech. On the one hand, SOl appeared to be reluctant to expose themselves.
to 2 high-risk financial services sector at a time of plummeting household spending, while on the other they
‘were seeking opportunities created by a black swan event that looks set to define future trends in tech.





image33.gif
Leading the pack was Temasek, which deployed
around US$ 2.3 billion it tech-related sectors especially on
ecommerce and life sciences. Stablemate GIC was the
second biggest direct investor, with US$ 22 billon, and led
SOl investment in data centers and cloud. The third largest
spender was Mubadala, with US$ 2 billion in direct
investment and a further USS$ 2 billion in  long-term tech
strategy by Siiver Lake. In fourth place was CPP, which
devoted two-thirds of its US$ 14 billion to IT with the
remainder spent on life sciences. PIF was the fifth biggest,
largely due toits massive allocation to e-commerce in India.

Figure 27. Top Five Tech Investorsin 2020
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‘There are four main trends that are driving the change in Tech investments and need to be duginto:

8.1, Infrastructure of the Digital Age

Data centers and cloud computing are the infrastructure of the tech revolution. Like conventional
transportation infrastructure, the segment provides long-term income generation, yet exposure to tech
ensures long-term growth in scale. In 2020, 40% of SOI investment in the sector was allocated to developed
Asia with a further 40% devoted to emerging markets and the remainder n Europe and North America.

GIC was the biggest investor in the sector, providing nearly a third of investment. Much of its
investment was devoted to 2 USS 1 billon joint venture with Equinix to develop and operate hyperscale data
centers in Japan to support the workload deployment needs of a targeted group of hyperscale companies,
including the world's largest cloud service providers. The venture follows on from a similar deal signed in 2019
by the partners for hyperscale data centers in Europe, indicating along:term partnership in the sector.

‘Canadian pension fund OTPP has also sought to develop its exposure to data centers, having made a

substantial allocation to Compass Datacenters in 2017. It led a US$ 360 million funding round for Singapore-

based Princeton Digital Group which has built a portfolio of 18 data centers across four countries ~ Chir
apore, Indonesia, and India - and serves top hyperscalers, internet and cloud companies.

SOls are also seeing the value of bolstering domestic data center infrastructure s a strategic n:
investment. Mubadala took a stake in UAE-based Group42, an artificial intelligence and cloud computing
company, via the integration of Injazat and Khazna Data Centers. Meanwhile, Future Fund announced in early
2020its first direct investment in data centers, having acquired a 24.1% stake in Canberra Data Centre (CDC).

8.2, Aland EdTech: Growth Opportunitiesin
Als 2 leading disruptive technology focused on machine learning that is driving a paradigm shift
throughout the tech sector. A highlight of 2020 was the US$ 2.3 billion fund-raising round by Waymo, the self-
driving technology company owned by Google's parent Alphabet, with Mubadala and CPP stumping up around
half the capital. The firm intends to further develop Al in the transformation of mobility and transportation as
itsscales up s business, i partnership with Volvo. OTPP also sought exposure to autonomous transportation
by leading a US$ 267 milion nj it expands s robotaxi fleet across China and the US.

‘The pandemic has also served as a catalyst for investment in EdTech, which can enhance and deliver
learning through apps, video conferencing, and software. Lockdowns and social distancing have prompted an
acceleration in in digitalization in education with global VC estimated by Global SWF at USS 8 bilion in 2020.
SOIs have participated in the some of the biggest funding rounds of EdTech, long before the pandemic struck.
Since 2015, Temasek has led two funding rounds for Chinese 17ZUOYE, totaling US$ 350 million. The platform
now has nearly 80 million student, parent and teacher users with 140,000 participating schools.
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In October 2020, both Temasek and GIC participated in the US$ 1 billion funding round by another
Chinese EdTech startup Yuanfudao, which has amassed 400 million users in China. The firm operates live
tutoring platforms and online homework services which have surged in popularity as the pandemic forced
learning to migrate to online classes. Now valued at US$ 15.5 bllion, Yuanfudao's fundraising has enabled it to
surpass India's Byju's, valued at US$ 12 billion, as the world’s biggest EdTech provider. Byju's has grown
exponentiallysince it achieved unicorn status i late 2017, having gained US$ 123 million in capital from CPP in
December 2018 and a similar amount from QIA in July 2019.

Not content with backing just one player in Chinese EdTech, GIC also led a US$ 200 million funding
round for Aixuexi, whichis specialzing in STEM education and isleveraging cloud computing, Al and internet of
things in ts bid to sustain its exponential growth. Meanwhile, Temase dipped its toe into the regional EdTech
sector in December 2019 with its partici i the USS$ 150 million funding round by Indonesia's Ruangguru
via its EV Growth venture capital fund - one of the largest funding rounds for a Southeast Asian startup - in
what Global SWF believes i the start of a trend in tech investments by the investor in the region.
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8.3. Health and Climate Crises Drive Life Science Allocation:
“The advent of a global health criis triggered large cash injections into ife science and biotech
companies as they sought to create treatments and vaccinations to combat COVID-19. SOls also looked to
longer term trends as the world grapples with the enduring problem of climate change. 2020 investments were
largely focused on early-stage funding rounds seeking to support the entire lifecycle of promising startups. The
strategy saw 40 deals over the year with a median value of US$ 45 million - arelatively low value for SO

Temasek led a USS 250 millon private placement in Germany's BioNTech, which paid off with the
discovery and approval of a COVID-19 vaccine developed in conjunction with pharma giant Pfizer. Mubadala
also tilted heavily towards biotech with a US$ 235 million private placement in German drug discovery
company Evotec, which is developing antibodies to treat COVID-19. CPP, PSP and Alaska PFC joined a USS.
700 million funding round by startup Sana Biotechnology to supportits development of gene and celltherapies.

A small but increasingly important area of tech for SOIs relates to agriculture and food production on
the back of  potential food security crii. The dominance of GIC and Temasek inths segment should come as
0 surprise given Singapore's lack of sufficient land for crops. In 2020, Temasek extended its portfolio into
urban farming by forging a JV with Leaps by Bayer and by spending USS 365 million n acquiring an 85% stakein
Israel’s Rivulis Irrigation, which applies smart technology to agricultural systems. Other allocations included
US-based Impossible Foods and Australian startup V2Food, both of which stand for ethical consumer choices.
Meanwhile, GIC led a USS 353 million round by Apeel Sciences, which i creating solutions for food waste, and
CPPinjected US$ 300 millioninto Perfect Day, which has pionecred its proprietary flora-made dairy proteins.

ADIA deserves some extra kudos in this section, after it invested USS$ 100 million in Moderna's pre-
1PO, Series G in February 2018, After the IPO in December 2018 and the approval of its COVID19 vaccine in
December 2020, the company s now worth USS 55 bllion, and we estimate tha the Abu Dhabi fund has made
around 22x their money in less than three years, becoming a great example of VC's potential upside for SOIs.

8.4, Cautious on Fintech, but.

In e-commerce, SOIs turned their attention to fast-growing emerging markets where an already rapid
process of retail digitalization was boosted by the impact of lockdown. India's Reliance Retail Ventures Ltd
(RRVL) attracted the bulk share of SOI dollars with ADIA, GIC, Mubadala and PIF totaling US$ 3.7 billion. RRVL
benefits from vertical integration with the Reliance Group's 4G data and mobile services but s also drawing in
localindependent retailers intoits e-commerce logistics to deliver goods ordered online.

Temasek also joined in the bid for growth in Indian e-commerce with its continued backing of online
estaurant delivery company Zomato with afurther USS$ 62 mion on top of the investments madie since 2015,
ahead of an IPO in 2021 targeting 2 US$3.5 billon valuation. It also continued to pump funding into Indonesias
Tokopeda (up to USS 675 million), which i preparing for an IPO, too. The Singaporean investor and Google:
expect that the Indonesian e-commerce market will grow from US$ 21 billion in 2019 to US$ 82 billion in 2025.
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‘While there was hunger for high growth deals in e-
commerce, SOs restrained their fintech investments in
2020, Throughout the year, VC deal-making in fintech was
‘dominated by rounds of more than US$ 100 million, which
SOl appeared to avoid due to a combination of
aversion, alower level of ear!
an_expectation that trac
digitalizing their services. Temasek injected capital into UK-
based FNZ, joining existing shareholder CDPQ. GIC led a
US$ 500 million round by Affirm, the San Francisco fintech
startup begun by PayPal co-founder Max Levchin. And
Mubadala aimed for earlier stage investments in tech-
‘enabled insurance broker Gabi and home-grown MidChains.

Figure 28.Pivoting n Tech nvestments.
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Just like the term "SWF", the term “ESG" was coined in 2005 to refer to the three central factors in measuring
the sustainability and societal impact of an investment in a company o business: Environmental, Social and
(Corporate) Governance. Since then, the assets acquired by institutional investors under ESG strategies have
‘grown more than four-fold, to US$ 62 tillon? in 2020. But ESG is not only about green economy, and the three
factors need to be broken down and analyzed separately:

> The factors related to the °E" are perhaps the most intitive: most SOs producing a sustainabilty
report include “carbon emissions” and investments i renewable energy’ 35 KPIs and several of them
have comitted to having net-zero portflios by 2050. Canada’s CDPQ has created the ultimate
incentive by pegging thirstaf's annual bonus to thecarbon emissionsof the portfolio they manage.

> The*S" partis arguably rooted in an older acronym, CSR (Corporate Social Responsibility), and it refers
to clements that may arise between a company and people including human capital development. In
practice, most SOIs set up goals of diversity and inclusion, which enhance performance and impact, .,
‘Abu Dhabi's ADIA employs 60+ nationalites,aithough almost ll directors are male, UAE-nationals.

> The issues related to the G" relate to both Corporate Governance (e.g, Board composition, executive
pay, audits, internal controls and shareholder rights) and Corporate Behavior (e.g. business ethics,
cybersecurity and tax transparency). Norway's NBIM, which holds over 1.5% of al listed companies
worldwide, has for a long-time exerted pressure on portfolio companies over Governance ssues.

ESG is handled by investors in two very different ways: the divestment approach involving exiting
businesses over issues such as carbon emissions and human rights vilations, an s arguably the strctest,
championed by NBIM with 167 companies oits exclusion ist as of Dec 20, On the other hand, the engagement
approach makes use of proxy voting and carrot and stick” policies with portflio comparies, defending a
sreater potentilin thelong term, andis more commonly used by Japan' GPIF and among Canadian PPFs.
Also, in 2005, the then United Nations Secretary-General Kofi Annan invited a group of the world's
largest institutional investors to develop the Princples for Responsibi Investment (PRI). A few months later,
the niiative was aunched by 63 signatories managing USS 6.5 rllion, ncluding 11 of Global SWF' Top 100:
Canada's BCI, COPQ and CPP, France's FR, Ireland's ISIF, Netherlands PFZW (PGGM), New Zealand’s NZ
Super, Norway's GP (NEIM), Sweden's AP2, and US' CaIPERS and UNJSPF. Today, the number hasrisen to 36,

‘The number of PRI members has increased significantly to 3,575 investors managing US$ 1034 trllion
as of 2020. Signing up entails commilting to incorporating ESG factors into the investment decision process and
into ownership policies and practices.
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In addition, since 2015, the Figure 29. Top 100 Funds with ESG Report
objectives are measured by a set of 17 25

et Sl Devdoomert %
T B

b ot e s . x

e broser Sl chocves -
o oty The 5001 resoes e 5 M (%] L] el

Millennium Development Goals (MDGs) Noh Latin Ewope MENA SSAfka Asa Ocearia
and are intended to be achieved by year America. America
2030,inwhat s known as Agenda 2030,

BESGReport ONOESGReport

Today, institutional_investors including SOls use terms such as “Responsible Investing”,
“Sustainability", ‘ESG" and *SDG interchangeably, although they all have subtle differences that need to be
understood as the industry grows in both size and importance. COVID-19, for instance, has been a trigger for
many conversations around preventing and preparing for the next market shock, and around sustainability as
means of securing resiience. But what s the relationship between Governance, Sustainability and Resilience?
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Governance as a stand-alone concept has been examined closely since the early 2000s. DP World's
blocked takeover of certain US ports in 2006 and the GFC pushed the agenda, paving the way for the Generally
Accepted Principles and Practices (GAPPs, or Santiago Principles), under the patronage of the IMF. However,
the 24 voluntary standards for investment practices, governance and accountability have not changed since.
2008 and supporting members are now effectively under a self-regulation regime via the IFSWF.

If Governance has been pursued by SOIs since 2008, and Sustainability since 2015, we could say that
Resilience is going to be a topic of conversation at every Board meeting of insitutional investors from 2020,
Despite taking a long-term view, these investors have grown in sophistication and they often seek to ensure
that their rising costs are justified by the ability to outperform the markets or taking the hit better than others.
“R" can be viewed as afunction of G" and "S": only the most robust and responsible SOl will be able to survive.

Figure 30. Rationale and Timeline of GSR Scoreboard.

Focus:  Governance Sustainabilty Resilience

Timeline: 2008 2015 2020

Trigger:  GFC Climate Change CoviD-19

‘The combination of these three elements in the GSR Scoreboard serves as a reality check for asset
‘owners to measure and improve performance and enables asset managers to stay informed of important
aspects of their stakeholders' operations. It is comprised of 25 different elements that are answered binarily
with equal weight and the resuits are then converted into a percentage scale for each of the funds. The study is
applied to Global SWF's Top100 and repeated annually. For alist of GSR elements, please refer to Appendix 2.

‘We performed our latest assessment in June 2020, rating 25 elements for the Top 100 Funds (2.500
data points). Only one fund achieved a perfect score: Australia's Future Fund. Despite keeping. low key when
‘compared to Norway's NBIM and to NZ Super Fund, we believe the Australian is an exemplary fund when it
comes to GSR issues. This fact, along with a sound investment strategy, has historically yielded excellent results
and allowed Future Fund to make money for the nation'scitizenry in both ising and faling markets.

Following those three SWFs are six PPFs (three from Europe and three from North America) that also
perform very well - Denmark's ATP and PensionDanmark, Sweden's AP-Fonden, Canada’s CDPQ and the US's
CalSTRS and NYSCRF - along with Singapore’s Temasek. Not surprisingly, Middle Eastern funds rank much
lower with only Abu Dhabi-based Mubadala (72%) and ADIA (52%), and Damma-based APICORP (68%)
scoring 50% or more. The other 18 funds from the region perform poorly, especially around Resilience.
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sue of mounting concern and institutional investors still have a lot of work to do when
2 e, spending control,strategic asset allocation and crisis management. We might
see several Government capital calls, liquidity struggles and some merger even after the COVID-19 pandemic
is over. Overall, the Top 100 Funds have had many years to work on Governance (score 6.5/10) but will have to
up their game with their Sustainabilty (score 5.1/10) and Resilience efforts (score 2.4/5). Only time will tell if
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‘On November 12 and 20, membership organizations IFSWF and OPSWF organized their 12! and 3
annual forums respectively, updating on progress made by existing members and welcoming several new funds.
The former has lost momentum in the past few years, with founding members N&IM and Chile leaving the club,
while the latter's entry requirements are unclear as only a third ofits members are signatories of PRI's SDGs.

We have used our GSR Scoreboard to quantify the Governance and Sustainabity of the various
membership organizations. As highiighted below, the average of the *G-score” of IFSWF's 40 members s 5.9,
‘while the average of the 60 non-members (including PPFs) is 69. The score of certain founding members incl
KIA, LIA, NDFI, 1A and QIA s disappointing (1-4 out of 10) and some do not even publish an annual report yet.
Endorsing the Santiago Principles is neither necessary nor sufficient for a SWF to be legitimate and transparent.

As per Sustainability, the initial members of OPSWF are an extreme mix, with NBIM and NZ Super
driving average scores up. Half of the current members do not pass our *S-score” and the average is justin ine

with that of our Top 100. Other clubs such as ILN and SDI, which are PPF-driven, and PRI, which has more
stringent conditions to oin and to report activities on an annul basis, present much better average scores.

If greenwashing s the term for conveying a false impression about a company's environment efforts, we
should also o beyond any membership or endorsement to assess and quantify the efforts of a SOI to be a
responsible investor. There is certainly still much work to do on Governance, Sustainability and Resiience
aspects, and we look forward to revisiting our GSR scores and seeing the progress done by the summer of 2021.





image43.gif
e — [T ey
‘““ A=A 3 AMCo “Canada - AB. 8%
B 2
e Soun 5 NS Netherands o
x - ATP Dermark. 92%
[y B oy AuSee  Awi s
B oE LB e Zorm
B ovEo BTG =
RS E Bp S oYE
B EEL R ZE BN 8
B ., b oom B =
e A
B Ew, 5 & e =
Baw Do ¢ = 2
= @
Boam G2 i E
e = Ea 8
& o
i e reem e —
Vs red aox.
t e E
i & 2
& = ——
= BB
i Ao ‘SouthKorea. 76%
eper G Cmaon ‘Sox NewZesand 9%
Ointscan POGM  Netheronts o fommrptny s
e i ¢
[ e L ey o
£ @
& &
[N
i @
i 2





image44.gif
As highlighted in Section 4 of this report, the SOI industry has grown significantly in size, maturity and
heterogeneity in the past 12 years, and we now need to pay attention tofour additional aspects especially:

10.1. Mandate / Mission (SWFs)

‘The first few months of 2020 caused a general chaos in public finances across the world. Economic
activity suddenly halted, and countries started asking themselves if they had enough savings to survive: Don't
‘we have a SWF that s supposed to help with this kind of ituation? And f we don't shouldn't we have one?

More interestingly, those countries with different investment and strategic vehicles started looking at
‘what sort of asistance these could be bringing to the table. And this is where the taxonomy of SWFs (see page 7)
becomes important. Stabilization funds are mandated to take the hit, Le, to be an umbrela for those "rainy.
days" so they were used imme

countries had ltle choice, and investors like NBIM and GIC suffered the argest withdrawals in their hstory.

However, development funds were lft intact. They are initiall not responsible for defcits and were
free from any withdrawal (except for Angolas FSDEA) but were heavily pressured to focus on domestic
investments. For some of them such a5 TSFE and TVF this came naturall s they are devoted entirely to
domestic investments, but some others such as Temasek and PIF had to help with the heavy lfting 2t home, too.




image45.gif
+ LIQUIDITY/ ACCOUNTABILITY
[Table 14 Hierarchy of funds for Government capital calls
oty CentralBank ~ StabilizationFund  SavingsFund  Development Fund
(pocket money’) __(curentaccount) __(savings account ) e house )
CBAR SoFAZ 5 =
cee - FGRF Mumtalakat
BoB Pula Fund - -
BCC ESSF PRE <
PBoC SAFE cicinyCap Huijin, CADF. SR
3 [ GHE GIIE,MIIF
HKMA HKMAEF HFE <
NBK NFRK/NOF NIC,SK-FGF SK Baiterek
K KIAGRF KIAFGF, Wafra Gic
BankNegara - KWAN/NTF Knazanah
(Y : MGl NDSF.
Bansico FEP FMP
Mongol Bank FSE FHE EMGL
can NSIASE NSIAFGF NSIANIF, Bayelsa
Norges Bank - GPFGNBIM  GPFN-Folketrygdfondet
cBo - 01A.0Q
Panama ~@NP) AP -
Qatar acs - qual
Russia BoR RE (depleted), NWF ROIF
Soudi Arabia SAMA SAMA PIFKSA
Singapore. [ - Temasek
SouthKorea Bok -
8T ceTT HSF -
UAE-AD ADDoF - Mubadala, ADQ
UAE-D. DDoF - - 1CD, OH,OW
Ush-Texas Comptroller Es pse "

 To explin the withdrawal proces n an overlysimpistic maner,we coud thik of o Central Bark s yourpocket money,
of a Stablization und as yourcurrent account, f  Savigs und as your saings account and o a Development und as your house.
fyourfather (Minsry of Fnance) asks you fr some ey fo the household.you startwith your pocket money. I it not enough,
$ou 0 toyour current account - and evento your savingsaccount. Sellng th house shouldbe your st reort.




image46.gif
10.

Capital Structure (SWFs)

‘When the SWF term was coined in 2005, the industry was mostly comprised of Government vehicles.
that invested in bonds, stocks and LPs abroad, as they were not allowed to do so domestically. Much has
changed since then, including the establishment of no less than 50 Development Funds. SDFs seek finar
returns but also the development of the local economy, and they can serve as guarantee of bond issuances and
catalyze FDI from foreign partners - which has become especially handy since the start of the pandemic.

In'September, Dubai's ICD sold a US$ 2 billion bond, six years after itsfirst ssuance in 2014. And itis a
win-win: the country Uses the stakes held by the SWF as collateral and alleviates some of the debt at national
level, and the fund is rated at the Sover ing level, scoring some points for any potential partners!
However, and like everything related to debt, it works well until it doesn't. The ramifications of Malaysia's
after it raised US$ 35 billionin state-guaranteed bonds and USS$ 1 billionfrom IPIC.

Earler this year, Mubadala had sold USS 4 bllioninthree-tranche bonds, The Abu Dhabi fund has also
ing eauity via Mubadala Capital, it flly owned GP that manages US$ 8 billon of owned and tird-
party capita through three different PE funds. Other SWF-sponsored GPs include India's NIIF and Nigeria's
NSIA-NIF. Several other development funds are raising equityfor their countries 35 a way of facltating further
FDLincoordination (o not)with the national Investment Promation Agencies (1PAS")

n Noverber,Indonesia's new SWF NIA (supposedly an LP) started an aggressive fundraising campaign
that included approaches to Blackstone and Carlyle (supposedly GPs). We expect the lines between GPs and
LPstobecome ncreasingly blurry and expect a number of ybrid vehicls to emerge inthe years to come.

“The mechanisms to not only use but also source capital are now vast, and there must be Continuous
dialogue among a country' various stakeholders and vehicis. Proper governance and agenda coordination will
foster a successul tream of wealth being diversified overseas,as well s quality assets bringing capital home.
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10.3. Investment Focus (SWFs & PPFs)

Gone are the days where SWFs were defined as Government-owned vehicles investing their capital
‘overseas. Today the industry is much more complex, with mixed forms of legal structure, ownership and
investment focus. Global SWF's exhaustive research nto the current portfolio of State-Owned Investors (SWFs.
&PPFs) has identified the percentages

‘The world's Top 10 SOls redeploy on average a third of  PTIPETART ST PTRPIYTeTY

their resources into their hosting economy. Some are forbidden  Fund AuMSb _Domestic%
from investing domestically, e, NEIM, ADIA and GIC, which  GpIF, 1491 51%
ensures they focus exclusively on overseas markets while their g 1076 %

“sister_funds” (Folketrygdfondet, Mubadala and Temasek, e

ok e
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COF and NP3 whih contoue 1o focs vl on Japaneseand  SAFEIC 743 7
 bonds . Socks wih CIC. . SATE, whch hld A ECTS— Y
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AP KM K, o or domesi erests
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Beyond the Top 10, we find significant differences HKMAEF 541 13%
g RO A AL R e P .
Aot nd e i PP (S5mCansds o vrogey | S8 %

If we look at the year of the inception of the SOLs, the proportion of domestic assets held by funds
created before 2000 s relatively low with an average of 345%. The allocation is far higher at 52% among funds
setupafter 2000 due to the prevalence of SDFs, which focus on domestic nfrastructure and other industies.

As per their taxonomy, our analysis highlights the geographical mix of SOls according to their
mandate. While savings funds and stabilzation funds are normally more interested in overseas markets (80%
and 62% on average, respectively), development funds invest heavily in the country of origin (615
Interestingly,public pension funds present a balanced portfolio (S0%).

Lastly, we find interesting results when we look at the domestic portfolios of the funds according to
their region of origin. European, Middle Eastern and Ocea
and North American funds are more balanced. Interestingly, the extreme cases are in Latin America (all
‘overseas) and in Sub-Saharan Africa (mostly domestic), which are regions that have less capital but that may
see more funds being established in the next few years.
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Figure 32.% of Domestic Portfolios of SWFs & PPFs
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10.4. Organizational Structure (SWFs & PPFs)

Global SWF estimates that the Top 100 SOIs employ about 45,000 people that manage an aggregate of
US$ 15.5 trillion in assets, e, an average of USS 340 million per staff.But this ratio is highly variable among al
funds, according to their mandate, liquidit, risk profile - and structure. Some like GPIF rely heavily on external
managers for an almost full iquid portfolio, with aratio of USS 11 bilion  staff. Others like NZ Super have built
strong internal teams despite a 78% liquid portfolio and a single office, with a ratio of USS$ 0.2 biion / staff. In
the span of four years, PIF managed toattract top talent to Riyadh and grewits staff count from 40 to 1,000,

Another key difference among SOIs is the willingness, or lack therecf, to open satellite offices. The
representative offices have grown from 70 in 2015 to 148 today, with a significant presence in London (23
offices), NYC (20 offices) and Beijing (13), and with a tenth of all SO staff located away from the funds’ HQs. The
“Singaporean model”of opening offices everywhere with local people (Temasek, 14 offices; GIC, 10 offces) has
been followed by some of the Canadian PPFs (CDPQ, 11 offices; OMERS, 11 offices; CPP, 9 offices). Some of the.
Middle Eastern funds are till behind, such as ADIA which has no significant office outside of Abu Dhabi, and so
are other funds operating from remote locations suchas Alaska PFC, BC, Future Fund, NZ Super and PGGM.

‘Canada's EC is an interesting case. The fund has chosen not to open any office overseas and has all of
its 550 staff based out of Victoria, presenting one of the highest ratios of AuM/staff among Canadian PPFs.
collaborates with AustrallanSuper and OMERS in personnel exchange and it uses external parties.
to manage a 40% lliquid portfolio. Inits annual report, BCI sheds light on s rationale by breaking down the
costs o ts internal employees (15 cents per $100 managed) vs external managers (64 cents per $100 managed).

In fact, SOIs can no longer be referred to as “dumb money”, nor can they be tricked by banks or asset
o trades they do not fully understand (see LA vs Goldman). In the past 12 years, most of them have
become sophisticated institutional investors that rigorously examine strategy, allocation and risk.

In the next few years, we expect () an increase in the allocation to private markets; (i ing
willingness to insource talent and to manage the portfolios actively: and (ii) a refocus on Asia and other
‘emerging markets 25 the economy recovers. These three factors willincrease both headcount and the number
of offices. However, SWFs and PPFs must be careful to ensure they grow i a sustainable manner, a their
success willbe ultimately measured not only on nvestment returns are but also on cost-efficiency.





image51.gif
Figure 33.Structure o selected SWFs & PPFs
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Figure 34. SWFs & PPFs Projected AuM, 2030
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During the next ten years, we expect to see a number of new ESDCTEPIETD
Sovereign Wealth Funds being established out of three different ituations: £ Coutry __Us$bo SWE?
Germany 1610 No
Excess (commoties): The share of resource-sourced SWFs R
rapidly, from 57% today. However, there could be new additions coming 3 &xes Sl
from Mozambique (gas). Congo (cotan) or New Caledonia (ickel Nethedands 478 Mo
-+ Excess (reserves): According to IMF projections, only four of the top 10

Swizerand 407 No
countries by current account surplus in 2021-2025 have a major SWFs; 6 Southiorea 368 Yes

the restof them could set one up, including Germany, Japan and Taivan. Tawan 359 No

- Need (development): We expect the trend of setting "SWFs without 8 12 2
Wealth” to become even more popular in the near future. Countries likely % Stisore 262 Yes
toconsider sucha fund include Romani, Bangladesh and South Africa, s ——124—Yes

Additionall, we may see existing funds keep expanding their offices overseas. SOls headguartered in
remote locations such as Victoria (3C1), Juneau (APFC), Melbourne (Future Fund) or Auckland (NZ Super) may.
need a second offic f they want to keep up with their peers and to pursue collaborations and co-investments.
We expect agood number of the additional offces il be located n Asia-Pacific.including India and Australia

In terms of investment activity, despite the poor returns of lliquid assets in 2020, we expect funds to
continue the trend of the past 12 years and keep allocating more capital nto alternatives over the next decade.
In particular, we believe that Private Equity and Debt will be the most popular choices, with the possibility of
SOls becoming direct lenders. These wil be followed by real assets, which will continue to be a key part of the
funds’ holdings (e.g. CDPQ expects to double its Infrastructure portfolio to USS 47 billion by 2024). Lastly,
Hedge Funds may also get some further SO funding evenf the absorption of the asset class is more imited.

Regardiess of the success of the ongoing global vaccine campaign, we expect COVID-19 will cast a long.
shadow. SOl will be forced to continue pouring money into their domestic economies, via withdrawals or
investments. Governments may have to transfer more national champions under their SWFs, utiizing them to
guarantee and fundraise more capital at fund level - hence promoting a higher degree of State Capitalism. And
with SWFs fundraising equity and debt, e line between LPs and GPs will become increasingly blurry.

We believe geopolitics will lay an important role within the context of a multipolar world. Accordingto
the WB and IMF projections,four o the top five world economies will be Asian by 2024: China, India, Japan and
Indonesia. The US administration will continue to decisively decouple from China, while the exit of the United
Kingdom from the European Union on January 1 willnfluence the balance of power in Europe as a whole. As the
global economy recovers, we expect funds to be less protectionist and to put more weight into Asia.
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Technology will continue to change the ways we do and see things - and in turn, how investment is
‘conducted. The average transaction size has been decreasing in the past few years due to the pivoting between
industries and due to Venture Capital becoming a fundamental part of funds' portfolios. We expect this trend to
continue with new dedicated subsidiaries such as Temasek's Vertex Ventures, OMERS Ventures and Mubadala
Ventures.In other words, we are convinced that the key trends dentified in this report Private Credi, China &
India and Technology) willcontinue to influence the global investment landscape for the next ten years.

There is no doubt that ESG willlso shape SOIs' activities and portfolios, as governments recognize the
need for change. The emphasis on the environment may move the needle in terms of investment supply and
demand, e.. if NBIM ends up convincing the Norwegian Parliament to invest in private renewable energy
opportunities, others may follow. As funds keep growing, they will struggle to meet the annual deployment
targets, and there will be an increasing challenge of sourcing and generating off-the-market deal opportunities.

However, itis not only Sustainabilty that will be promoted. Governance wil need to keep improving if
funds start fundraising, and we may soon see a much-needed reformin the industry's framework and regulation.
Resilience willalso be 3 crucial topic beyond COVID-19. In that context, we will be pushing hard for our GSR
Scoreboard tokeep gaining legitimacy and momentum and to become a reference as an assessment tool of SOIs
as responsible allocators. We certainly look forward to our next review in summer of 2021. Stay tuned.
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Question
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