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TURKISH SWF MAKING HEADLINES, INDEPENDENT OR
POLITICAL?
by Cyril Widdershoven
TURKEY

In line of growing government control of Turkish
economy, its newly-established sovereign wealth
fund, Turkey Wealth Fund Management or Turkiye
Varlik Fonu Yonetimi AS, is making headlines. The
last weeks, several announcements have been
made by Turkish government officials about a new
regulation, transparency and possible funds flowing into the new entity. The overall set-up of the
fund is still unclear, as a lot of regulation, financial
structures and personnel issues, still need to be
solved. However, the overall strategy and set-up is
taking shape. Political interference, as some analysts indicate, could still be one of the major stumble blocks for a real success story.
At present, the fund, which was approved in August 2016 by Turkish Parliament, is actively seeking
senior bankers to lead the overall operation.
Sources have stated that an international executive
search companies have been contracted to hire for
several leading management positions, such as
chief investment officer (CIO) and chief financial
officer (CFO). Turkish sources have indicated that
potential candidates are already being interviewed. Turkey’s minister of finance, Naci Agbal,
reported that the SWF will be strictly controlled by
multiple institutions, including independent auditors. In an interview to private news channel
CNNTURK, Agbal said that “there will be a threestage audit for the wealth fund”. First, independent audits will take place as part of a Capital Markets Board of Turkey obligation. The second step
involves a special controlling process conducted
by three veteran auditors appointed by the Prime
Ministry, again in accordance with international independent auditing standards. The third step entails that the Turkish parliament will investigate all
reports related to the fund and undertake a detailed control for a third time.
The Turkish government and the ministry of Finance are setting up TVFY as a fund to finance
large infrastructure projects such as airports, seaports, roads and railroads across the country. The
Turkish SWF should reach an asset size of around
$200bn, as Turkish Economy Minister Nihat Zeybekci stated to Turkish media sources. The fund already is being filled by the transfer of the government stakes several major Turkish companies. The

3

list of companies to be included in the SWF, includes several major Turkish companies. According to Turkish government sources, state-run
lender Ziraat Bankasi, the country's stock exchange
market Borsa Istanbul and the General Directorate
of Post and Telegraph Organization (PTT), Turkey’s
Petroleum Pipeline Corporation (BOTAS), national
petroleum producer TP, communication services
and satellite technologies company TURKSAT, and
6.88 percent of treasury shares in telecommunication company Turk Telekom plus Turkey's official
mining company Eti Maden and the General Directorate of Tea Enterprises (CAYKUR), will be included. Turkey also has transferred its 49.12 percent stake in the national flag carrier Turkish Airlines and 51.11 percent shares in the state-lender
Halkbank to the fund.
The SWF, Agbal has reiterated, will not intervene in
the companies’ current management. The SWF will
only act as a normal shareholder in the companies,
with the same rights but also duties. In an article in
Turkish newspaper Milliyet, Cemil Ertem, who is
senior advisor to President Recep Tayyip Erdogan,
stated that the Turkish government will securitize
national assets with the SWF, while “nationalizing
the mechanism of transforming savings to investment with this fund”.
When looking at international interest in the Turkish SWF, there is a lot of appetite to work with it.
Several foreign banks and SWFs have already
shown interest in cooperation, Agbal stated to
Reuters. In an interview, the Turkish minister said
that “international investment, consultancy firms,
banks and investment funds are very interested in
the Turkish wealth fund, they are working on cooperating with us". The SWF is expected to make
its first transaction in 2017.
One still under assessed issue for Turkey is the impact of the fund on the overall government
budget. Current asset transfers into the fund are
slated to result in a loss of 1 billion lira ($267 million) of budget revenue. Agbal however indicated
that budget discipline will be maintained. The positive effects of the asset transfer are expected to be
the use of the funds as collateral to secure funding
for major infrastructure projects. The latter is
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needed as Turkey, due to the ongoing political unrest, terrorist attacks and a decline in tourism revenues, has been hit hard. FDI in Turkey has been
waning, so other options are now needed to gain
hard-needed funding for current and future infrastructure projects. Turkish president’s future position is partly depending on the success of his government’s economic strategy. Terrorism has
deeply damaged consumer confidence and tourism, while the political unrest is also seen as a destabilizing factor. International rating agencies,
such as Fitch Ratings or Standard & Poor’s, have
cut Turkey’s debt to junk status already.
Mehmet Bostan, formerly head of the government’s privatization administration, has been appointed as the fund’s chairman. Senior presidential
adviser, Yigit Bulut, Borsa Istanbul Chairman and
Chief Executive Officer Himmet Karadag and academics Kerem Alkin and Oral Erdogan are appointed to the SWF’s board.
Political interference or outright control still is a
risk in the Turkish constellation. Looking at the increased influence of the AK Party, the role of President Erdogan and the lack of control overall, especially after the July 2016 military coup attempt,
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international analysts and investors are keeping a
wary eye on the overall set-up of the fund and the
rationale behind future investments. If rumors are
right, main investment targets are not only in infrastructure, but also national defense and security. The latter could not only increase the direct
influence of political powers in place on the future
of Turkish defense, but also further increase the instable relationship between the Turkish (AKParty)
government and the Turkish Armed Forces. It also
will put pressure on current bilateral or multilateral
economic-military relationships, if the SWF will be
targeting only indigenous production projects.
Some critical moves already have been made, as
the Turkish government has ordered that a portion
of the national Defense Industry Support Fund
(DISF) is transferred to the SWF. The Turkish government’s Official Gazette reported on 6 February
that a total of TRY3 billion ($811 million) is transferred from the Defense Industry Support Fund; a
fund which is managed by the Under-Secretariat
of Defense Industries (SSM) used to supplement
armament programs, and which draws income
from sources including military-owned defense
ventures.

COMMENTARY

15 February 2017

ABU DHABI SWFS MERGER RIGHT ANSWER TO OIL
REVENUE FALL?
by Cyril Widdershoven
UNITED ARAB
EMIRATES

The merger of two of Abu Dhabi's SWFs, Mubadala
Development Co and the International Petroleum
Investment Co, has resulted in the setup of Mubadala Investment Co, owning corporate stakes in
energy, oil and gas worldwide. The Abu Dhabi government merged the two, creating a company with
assets of over $125 billion, making it the 14th largest SWF in the world. As was expected, the new
chief executive is Khaldoon Al Mubarak, the former
chief executive of Mubadala Development.
The move to merge the two independent SWFs
was taken by the government of Abu Dhabi, mainly
to counter ongoing financial issues due to the
downturn in the oil and gas sector and lower oil
revenues the last years. With oil prices at about
half their levels in mid-2014, SWFs in the GCC region had to adjust to the lower inflows of hydrocarbon dollars. At the same time, GCC governments, including the UAE, and Abu Dhabi, had to
adjust their policies. As was reported before in the
media, Mubadala Development already had to
cope with a harsh financial situation as it did not
receive new cash from the Abu Dhabi government
in 2015, which was for the first time in 8 years.
The underlying strategy to merge Mubadala Development and IPIC is mainly to streamline total
operations, while due to its size to gain a better
position on the international financial markets. The
fact that the two SWFs have merged is not stand-
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ing on its own. Abu Dhabi also is currently in process of merging two of its largest banks, First Gulf
Bank and National Bank of Abu Dhabi. The whole
financial sector in the region is in a flux, as Arab
banks have been feeling the impact of lower oil
and gas prices, which resulted in major budgetary
deficits of national governments and operators.
The new Abu Dhabi SWF will be still Abu Dhabi’s
second largest fund, as Abu Dhabi Investment Authority ($627bln-$635bln) is still leading the pack.
However, Mubadala Investment Co will be a force
to reckon with, as it not only has a total asset value
of around $125 billion, but holds stakes in General
Electric and private equity firm Carlyle, Spanish energy firm Cepsa and Austrian energy firm OMV,
and Unicredit, Virgin Galactic and UAE construction firm Arabtec.
Analysts are reasonably positive about the new
fund, but are still wary about the ongoing financial
dispute between IPIC and Malaysian state fund
1MDB. The Malaysians has defaulted on interest
payments for bonds, which were guaranteed by
IPIC. The latter is slated to be claiming around $6.5
billion. At present, Abu Dhabi and Malaysia are still
in a fight over who is legally responsible for a
multibillion loss.
Abu Dhabi, as part of the United Arab Emirates, has
also to cope with a situation in which the total
Emirates are fighting an uphill battle to counter
their financial worries. The Institute of International
Finance (IIF), which is the association of global
banks and financial institutions, has warned that
the UAE’s credit growth is still a major issue, even
that it has eased to 6 per cent in 2016, against 7.8
per cent in 2015. For 2017, the IIF expects it to stay
in single digits. As the IIF reported, the slowdown
in lending is largely caused by an Emirati economic
slowdown. IPIC, Mubadala and another investment
vehicle of Abu Dhabi, TAQA, have been deleveraging significantly. As has been the case throughout
the GCC, Abu Dhabi has been financing the government budget deficit partly by tapping its SWFs,
while also issuing external debt. International rating agency Fitch Ratings expects at the same time
that Abu Dhabi’s government deficit in 2017 will
be around 5.9% of GDP in 2017, nearly unchanged
from 2016. The agency stated also that the pace of

COMMENTARY

fiscal adjustments will slow down in 2017, especially in relation to the immense spending cuts in
2015-2016. The expectations for 2017 are based
on a Brent crude average of $45 per barrel. At present, the crude is hovering around $55 per barrel.
Still, Fitch has affirmed Abu Dhabi’s long-term foreign and local currency issuer default ratings at
'AA' with a stable outlook. Abu Dhabi’s overall
spending could increase by around 3 percent in
2017, in contrast to a contraction of 10.3 percent
in 2016 and 18.1 percent in 2015. Main spending
is expected to come mainly from dividends from
state-owned and government-related enterprises.
Optimism is there, as it is expected that overall
government revenues will be higher than currently
has been written down, as hydrocarbon revenues
could be substantially higher. For 2018 Abu Dhabi
is even expected to be reporting green figures, as
government budget could show a surplus of 1.5
percent of GDP, due to higher hydrocarbon revenues. The introduction of VAT also could bring another 0.5 percent.
International financial assessments are also relatively positive about the Mubadala-IPIC merger
and underlying financials. In a new report by Independent Credit Review (I-CV), which is a subsidiary of Fisch Asset Management, the latter affirmed
an independent rating of A for Abu Dhabi’s International Petroleum Investment Company (IPIC). It
stated that, due to its strategic economic importance for Abu Dhabi, the future still looks to be
positive. During 2015-2016, IPIC has faced a negative market environment due to lower commodity
prices, declining crude oil prices and depreciation
of the Euro in 2015, which has resulted in a net loss
of $2.6 billion, compared to profits of $1.5 billion
in 2014. Currently, the global oil and gas markets
are stabilizing, or even showing growth potential,
while the merger with Mubadala Development,
has improved its financial profile too. A more negative opinion was however published about the
Abu Dhabi National Energy Company (TAQA). I-CV
has downgraded its rating from A- to BBB+, in response to a weak market environment in the oil
and gas sector and a weakened financial risk profile.
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The real question for analysts will now be to assess
the overall impact of the merger, not only for the
two companies but also for the overall financial situation of Abu Dhabi as a whole. Some even have
indicated that it will be very prudent to reassess
the position of Abu Dhabi’s main SWF, ADIA, and
look for some inside financials showing its future
capabilities to support the Emirate’s future investment schemes and financial sustainability.

Current oil and gas prices are not yet at the level
to become very optimistic. Looking at the immense volume of investments needed in Abu
Dhabi, and the other emirates, it could be stated
that higher oil prices are needed to keep the current pace of development in Abu Dhabi, especially
at the Abu Dhabi National Oil Company (ADNOC),
in place. New financial instability in other emirates,
such as Dubai or Sharjah, will not be able to be
countered anymore in the old fashioned brotherly
way shown the last years. Abu Dhabi, with or without its SWFs, will not be willing or able to just
bankroll financial deficits build up by grand investment schemes elsewhere. If there is one big message coming from the ongoing merger fever in
Abu Dhabi, as also has been shown by the ongoing
merger of different Operating Companies (OPCOs)
of ADNOC, such as ZADCO-ADMA and others, is
that the Goose with the Golden Eggs has gotten a
fever. Without real treatment, the Goose could die,
leaving the rest without a cushion for difficult
times.
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QATARI-RUSSIAN GEOPOLITICAL RELATIONS BEHIND
NEW INVESTMENT PLANS QIA?
by Cyril Widdershoven
QATAR

Geopolitics and energy relations always have a
main driver for investment strategies, not only of
countries but also for institutional investors, such
as Qatar’s sovereign wealth fund Qatar Investment
Authority (QIA).
The unexpected but widely assessed QIA investment in Rosneft the last months, in which QIA and
commodity trader Glencore acquired 19.5 percent
of Rosneft, however is not the last move by the Qataris it seems when talking about Russian oil and
gas sector opportunities. On 25 January Russian
president Vladimir Putin stated to the press that
QIA will be participating in new oil production projects in Russia. In a reaction, Abdullah bin Mohammed Al Thani, CEO of QIA, stated that the fund will
invest an additional $2 billion on top of the $500
million of existing investments in Russia. QIA has
indicated that some of these new investments will
be made jointly with the $10bn sovereign Russian
Direct Investment Fund, which is already QIA’s
partner in a deal last summer for St. Petersburg’s
airport.

sites, the debt was then cancelled after Italian
lender Intesa gave the joint venture a €5.2bn loan
to buy some of the shares in early January. The
only facts that have emerged at present is that QIA
has invested €2.5bn in the deal, with Glencore paying a further €300m. At the same time, a still unknown Russian bank also has supplied €2.2bn.
The last days another QIA investment has now
been announced. Even after the pledge by QIA to
invest $2 billion already in state-owned Russian Direct Investment Fund (RDIF), new investments are
already planned upping the total stakes. RDIF CEO
Kirill Dmitriev stated to news agency Reuters that
QIA had agreed even to increase its automatic prorate contributions to each investment. No percentage was divulged by either party, but RDIF indicated that this was another major deal. The Russians expect to raise over $1 billion in new capital
during 2017. The latter news follows statements by
Vladimir Putin in June 2016 that Moscow plans to
boost RDIF’s capital. QIA’s involvement in RDIF
stands not on its own. Saudi interests is also increasing. Saudi SWFs are already seeking co-investment opportunities with RDIF in Russian infrastructure and agriculture.
The growing cooperation between Qatar and Russia comes at a very interesting time. Both countries
are leading producers in oil and gas, and committed to more stability on the crude oil and gas price
front. Moscow and Doha already are working together since years in the Gas Exporting Countries
Forum, which is seen by some analysts as a precur-

The current Russian-Qatari friendship is of large in-

sor for a Gas cartel. Since the Saudi – OPEC strat-

terest to a lot of analysts. A lot of questions are still

egy to stabilize also the crude oil markets, Qatar

unanswered surrounding the Rosneft deal, as

and Russia have been showing a growing interest

transparency of the whole deal is very weak. News

in cooperation, not only on gas but also with re-

sources have already published that the Singapo-

gards to upstream oil. As OPEC secretary general

rean joint vehicle, which was used to buy the

Mohammed Barkindo stated in the press, Qatar's

shares, received a Rbs692bn bridge loan from

investments in Russia will further strengthen ties

sanctioned state bank VTB, which the lender then

between OPEC and non-member oil producers,

passed on to the holding company that manages

where Russia (in addition to the US) is the leading

Russia’s stake in Rosneft. According to Arab news

factor. In an effort late last year to boost oil prices,
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Russia and OPEC agreed to cut crude production

Moscow. Since the Russian-led success in Aleppo,

jointly in the first such pact in more than a decade.

Syria, a thaw in relations has become reality. Qatar’s current investment focus on Russia still should

At the same time, geopolitics are playing a major

not be seen as a switch of Qatari allegiances. Qatar

role too. The last years the bilateral relationship

still relies on most of its security and stability on

between Qatar and Russia has not been very warm.

the West (especially US), but some hedging is now

Moscow has been at loggerheads with Doha since

being done by opening up to Moscow at the same

the beginning of the Arab Spring. Russian politi-

time.

cians have been very critical about Qatar’s perceived involvement in several Arab Spring uprisings, and the possible funding of opposition and
extremist groups.

Qatar’s support for former

Egypt’s Muslim Brotherhood president Mursi, and
the support of several opposition groups in Syria,
put Moscow on the edge. Russia always has been
very critical about possible Arab involvement in Islamic extremist groups in Russia and neighboring
regions. Still, the latter now seems to have been
partly removed from the table. Russia’s success in
the Arab world, its prominence as main power broker in Syria, Libya and even Iran, has brought some
changes in the mind of Arab leaders. Populism in
the US (Trump) and Europe has also led to a reassessment of geopolitical thinking in countries such
as Qatar. Most analysts already have referred to
the QIA-Glencore-Rosneft deal as a geopolitical
move. The Qatari investment is definitely to be
seen as a way to strengthen political links with
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ARAMCO IPO HEATING UP, PIF NEW GIANT ON THE
BLOCK SOON
by Cyril Widdershoven
SAUDI ARABIA

On 8 February Saudi Aramco sources stated that
Saudi oil giant Saudi Aramco has appointed US
boutique investment bank Moelis & Co. to advise
on its initial public offering. Moelis has beaten off
competition of Evercore Partners, which was also
shortlisted.
The investment bank will be advising Aramco
whom to select as underwriters for the sale, make
decisions on potential listing venues and ensure
the IPO goes smoothly. The choice for Moelis is remarkable, as it has not yet been dealing with IPOs
of this magnitude ever. Even that Moelis has been
advising on the $25bn debt restructuring of Dubai
World, the current job is much more difficult.
Moelis was founded in 2007 by former UBS Group
AG dealmaker Ken Moelis. The specifics of the
deal has not been made public yet, but insiders indicate that a fee for the Aramco deal is expected
to be “in the tens of millions of dollars”. For Moelis
the Aramco deal also will push it up in global investment bank rankings.
Global oil giant Aramco is set for an 5% IPO at the
beginning of 2018. The total plan, which has been
supported and instigated by a team led by Saudi
Deputy Crown Prince (and minister of Defense)
Mohammed bin Salman (MBS), is expected to

Courtesy Ellen R. Wald, Ph.D
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reach a value of at least $100 billion, making it the
largest ever IPO in history. Until now the IPO of
Chinese internet retailer Alibaba Group in 2014,
raising $25 billion, was leading the pack. MBS
main target with the IPO is to set up the world’s
largest sovereign wealth fund, presumably transferring the cash to the Saudi Public Investment
Fund (PIF), while starting to wane Saudi Arabia
from its oil revenue addiction.
Aramco is speeding up its efforts to put together a
team to make the IPO a success. Goldman Sachs
and HSBC also have been asked lately to pitch for
advisory roles. A selection is expected to be before
the end of 2017. Michael Klein, former Citigroup
investment banker, and JPMorgan Chase, have already been selected to work on the IPO. JPMorgan
Chase is slated to be working on the preparations
for the IPO, while Klein is said to be providing strategic advising.
At the same time, the question where Aramco will
be listing its IPO is still open. In addition to the
New York Stock Exchange (NYSE), London Stock
Exchange (LSE) and Riyadh’s Tawasul, others are
also vying for an Aramco listing. Asian parties in
particular seem to be very well in place to be chosen by the oil giant’s team, sources said. One of the
most obvious ones is Singapore Exchange (SGX),
as this is one of Asia’s main financial centers with
a vast network inside of the continent’s financial
centers. News has emerged that Singapore is currently setting up proposals to lure Aramco. Singapore has already indicated that it has asked one of
its state investment companies to become a large
investor in Aramco’s IPO. Interest from Singapore’s
sovereign wealth fund GIC and state-owned investment company Temasek Holdings could not
be confirmed. Last year, Singapore Exchange’s
CEO Loh Boon Chye has already visited Saudi Arabia to pitch a listing. Still, Singapore will need to
beat interests already shown by Hong Kong. The
Chinese are of immense importance for Saudi Arabia and Aramco, as China is still one of the main
crude oil and petroleum products destinations for
Aramco. The oil giant also is still investing heavily
in downstream operations on the Chinese mainland.
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Analysts have been watching Saudi Aramco (and
the Kingdom) since years with caution. The main
power position Saudi Arabia holds globally is
based on its presumed, but not confirmed, immense oil reserves. Until last month, Saudi oil reserves have always been looked at with a large
amount of skepticism. Main underlying issue was
the fact that not only Saudi oil reserves, but almost
all OPEC oil reserves, have not shown any decline,
even that production has been continues and progressive. Since 1988 most national oil reserves
were kept at the same level or unilaterally increased by the respective national governments
without any real insights in the status of the existing proven and possible reserves. Saudi Aramco’s
oil reserves, which are now a main focal point for
discussion due to the valuation and transparency
issues of the IPO in 2018, were never opened up to
third parties to be assessed.
In January this however has changed. Aramco
hired two US companies, Gaffney, Cline & Associates, which is a subsidiary of Baker Hughes, and
DeGolyer and MacNaughton, an independent reserve auditor from Dallas, Texas. The two companies were tasked to audit the immense reserves of
Aramco, estimated at 15% of total global oil reserves. In the first week of February, first positive
news emerged in the media with regards to Saudi Aramco’s IPO project. Parties confirmed in the press that
the external audits of the oil reserves of Saudi Aramco have confirmed that Saudi Arabia has more
than 261 billion barrels of oil reserves. The latter
was already indicated by Reuters on January 27.
For most of the oil market makers and shakers. the
news has been reassuring. Independent sources
now have confirmed that Saudi Arabia has been
reporting the last years according to international
standards. According to Aramco’s own estimates,
the Saudi oil giant has 261.1 billion barrels of crude
oil and condensate reserves. According to the BP
Statistical Review of World Energy, Saudi Arabia’s
total proved reserves were 266.6 billion barrels at
the end of 2015. Several analysts have been worried that overall reserves of Aramco were below officially reported estimates. If that would have been
the case, possible turmoil on the oil market would
not only have hit Aramco and the Kingdom, but
also had put immense pressure on other National
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Oil Companies (NOC), such as NIOC Iran or NOC
Libya, to open up their books. The position of
Saudi’s Ghawar field, which is the world largest super giant field, is measuring 280 X 30 km. The production capacity and reserve situation is of the utmost importance to the international oil market, as
the field is producing around 5 million bpd or almost 50 percent of the total cumulative Saudi daily
output. With the IPO coming, investors will need
to have a look at audited figures. The asset base,
its condition and possible production future, for a
large part will decide the total value of the company, Aramco. This now, at least from a financial
perspective, looks now to be solved.

Saudi Arabia’s minister of petroleum, Khalid Al Falih, also has confirmed that the national oil company will have the right to book the total Saudi oil
reserves through the IPO. Al Falih indicated that
“the reserves under the ground are by constitution
owned by the state but the state will give Aramco
through the concession the exclusive right to monetize those reserves. Aramco through its IPO will
basically offer investors an ownership in that right.”
The next steps will be clear. A full-fledged IPO
structure will be presented in the coming months.
Ongoing changes inside of Aramco management
and Saudi’s ministry of petroleum also indicate
that a lot of Saudi specialists are preparing themselves for a new reality soon. The only real issue
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now to be tackled is how to set up the new SWF
giant, the Public Investment Fund (PIF). Until this
has been made clear to the financial world, largely
via the setup of a functional management system,
and the publication of its investment strategies
and targets, a large amount of questions still exists.
The Aramco IPO is just one big step, the start of a
long journey. The next steps could be even more
difficult, as it will need a national investment strategy, based on Saudi Vision 2030, the particulars of
the current Saudi economy and the political will
and ideas of Deputy Crown Prince Mohammed Bin
Salman and his backers. Without real news about
possible investment portfolios and economic diversification schemes, the journey holds still challenges and dangers.
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REGIONAL & COUNTRY FOCUS

WORLD

World capitalizes on sovereign wealth
funds with $7.4 trillion
The recently established Turkish Sovereign Wealth
Fund has been a topic of hot debate since the
weekend, when Treasury shares of major state-run
companies were transferred to the fund. Yet, SWFs
are a widely applied phenomenon across the
world, boosting and stabilizing economic development.
Since this weekend, Turkey has been caught up in
a major topic of discussion. The transfer of treasury
shares of major state-run companies, state-lenders
and landmark national carrier Turkish Airlines
(THY) has ignited curiosity, raising questions regarding the operational structure of the institution,
despite the Sovereign Wealth Fund (SWF) being a
worldwide phenomenon existing in more than 50
countries with a total value of $7.4 trillion.
The U.S.-based SWF Institute defines the concept
as a state-owned investment fund commonly established from the balance of payments surpluses,
official foreign currency operations, the proceeds
of privatizations, governmental transfer payments
and fiscal surpluses. The Organization of Economic
Cooperation and Development (OECD) lays out
the structure of SWFs as pools of assets which are
managed directly or indirectly to achieve national,
macroeconomic
objectives.
If the source of the fund is a saving surplus, there
are two types of funds: commodity-based, which
are funded through the proceeds of exports such
as oil, as is the case in Norway, Saudi Arabia and
Kuwait. There are also non-commodity funds financed by the transfer from official exchange reserves via the respective central banks in countries
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such as China, Hong Kong and Singapore.
Despite these funds having raised concerns regarding transparency, financial stability, corporate
governance and political interference, their increasing importance around the world has been
acknowledged. These funds facilitate the saving
and intergenerational transfer of proceeds from
nonrenewable resources and allow for greater
portfolio diversification. Moreover, SWFs provide a
more efficient allocation of revenues from commodity surpluses or its main sources, enhancing
market liquidity, particularly in times of global financial
distress.
SWFs across the world are considered as effective
tools for stabilization; particularly when it comes to
economic stabilization and goals to insulate the
budget and the economy against commodity price
swings. A report prepared by the Foundation for
Political, Economic and Social Research also
demonstrates that SWFs function both as a tool to
provide financial means for investments that will
boost the economic growth and as a guarantee of
sustaining financial stability. The report shows that
global SWFs grew by 21.5 percent from 2010-2015
and an additional 21 funds will be founded by
2020, ultimately securing $15 trillion in volume in
SWFs
around
the
world.
According to information provided on the SWF's
website, these funds generated an annual return of
5.6 percent from the establishment of Norges Bank
Investment Management in 1998 to the end of
2015, measured in the fund's currency basket. After management costs and inflation, the return in
local currency was 3.7 percent while the return in
dollars was 5.8 percent. (DAILY SABAH, 8 FEBRUARY 2017)
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Will Sovereign Wealth Funds go green?
Sovereign Wealth Funds (SWFs) currently have a
very limited role in climate finance and green investment, reportedly, below the average for institutional investors. According to the Asset Owners
Disclosure Project (AODP), which evaluates institutional investors on the basis of their low-carbon
performance, five of the 10 lowest-rated large investment funds were SWFs. However, the more
progressive SWFs are currently divesting from assets with large climate-related risks, and some
countries are pondering whether their SWF should
take a more pro-active role in green finance. What
lies ahead for SWFs in this rapidly changing landscape?
The sheer amount of capital managed by SWFs
means that their impact on green finance, while
marginal historically, has the potential to become
significant. According to the Sovereign Wealth
Fund Institute (SWFI), SWFs hold assets worth approximately $7.4 trillion, and the total capital of
SWFs has more than tripled over the last decade.
But SWFs’ mandate does not typically include
green finance. To the extent that they have been
active in this area, it has been to reduce climaterelated risk to their portfolios, including exposure
to fossil fuels. For example, last October the $22.6
billion New Zealand Superannuation Fund (NZSF)
announced a strategy to address climate-change
risks that represent a “material” issue for long-term
investors, and to “intensify its efforts” in areas including alternative energy, energy efficiency and
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“transformational” infrastructure. Norway’s giant
Government Pension Fund Global ($873 billion)
has adopted similar policies to reduce climate-related risk. Current reporting on SWFs’ investments
does not allow for a precise analysis of these funds’
role in green finance, but some preliminary numbers can be established.
According to preliminary estimates contributed by
the World Bank Group to a recent report by the
Organization for Economic Cooperation and Development (OECD), between 2006 and 2016 green
investments represented 0.7 percent of the value
of all reported SWF deals, or 3.6 percent of infrastructure, energy, and utility investments. The
share for 2016 may be higher, at 3.5 percent,
equivalent to 13.4 percent of infrastructure, energy
and utility investments. However, this recent uptick
is driven by a small number of large deals, and it
could be just a temporary blip. Overall, SWFs’ involvement in green finance remains very low.
The successful implementation of a robust classification system depends on the disclosure and thorough reporting of participating SWFs. Ideally,
green finance reporting standards for SWFs would
build on existing frameworks and guides. The Low
Carbon Investment Registry (LCIR) – a database
compiled by the Global Investor Coalition on Climate Change – relies on self-reporting by institutional investors. It could become a useful tool for
SWFs. However, as of now, SWFs have minimal
presence in this database.
The results of the work that is now being conducted by the Financial Stability Board’s Task Force
on Climate-related Financial Disclosures could be
of great relevance to SWFs. The task force, chaired
by former Mayor Michael Bloomberg of New York,
aims to develop “voluntary, consistent climate-related financial risk disclosures for use by companies in providing information to investors, lenders,
insurers and other stakeholders.”
Is the role of SWFs as commercial, return-optimizing investment vehicles compatible with a more
pro-active stance on green finance? Some think so,
although that idea is the subject of debate.
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According to a recent paper, “Hedging Climate
Risk” by Mats Andersson, Patrick Bolton and
Frédéric Samama (in Financial Analyst’s Journal,
Vol. 72, Number 3), long-term passive investors
such as SWFs may hedge climate risk without sacrificing financial returns. That can be done by investing in a decarbonized index based on a standard benchmark, such as the Standard & Poor’s 500
index, while minimizing the tracking error with respect to the underlying benchmark. The authors
note that decarbonized indices have so far
matched or even outperformed benchmark indices, because financial markets still tend to underprice carbon risk.
(BLOGS.WORLDBANK.ORG, JANUARY 2017)

Aggregate SWF assets under management
(in trillions of US$), 2006–2016

* Preliminary estimate

Source: SWF Institute
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African wealth funds seeking foreign partners to fix infrastructure gap
African countries are currently increasingly leaning
on their own sovereign investment funds to help
fix its infrastructure gap. The homegrown funds,
which have around $150 billion between them, according to research firm Preqin, are digging in
themselves and offering co-investment opportunities and guarantees to attract foreign capital. The
scale of the problem is huge - some 600 million
Africans, or half the continent's population, still
lack reliable power, according to a panel discussion at last week's World Economic Forum in Davos.

Morocco's $1.8 billion Ithmar Capital state fund,
for example, is seeking to raise $1 billion-$2 billion
from infrastructure specialists and other sovereign
funds for its Africa green infrastructure fund. This
will focus on clean energy and water projects and
is co-sponsored by the World Bank. "Energy is
probably the biggest impediment to the development of the continent," said Tarik Senhaji, Ithmar's
chief executive, said. "The energy cost is so high
you can't develop anything else. "A lot of the sovereign funds and pension funds we are speaking
to are extremely interested in infrastructure - the
question is how do you bring the risk perception
of Africa down so they can co-invest with us?" Senhaji said.

Meanwhile, consultancy McKinsey has estimated
that investment in African infrastructure is so poor
it needs to double to $150 billion a year.
Even that investors worldwide are queuing up to
finance planned overhauls of transport and energy
infrastructure in the West, mainly as part of a
global search for returns, Africa is still being bypassed. Africa is still viewed in some circles as a
difficult investment, hampered by corruption, war
and political risk. To counter the latter, homegrown sovereign wealth funds are seeking to
change this perception and kick-start projects
themselves.

It is early days. Last year three Africa-focused infrastructure funds raised $665 million, according to
Preqin, just one percent of the total $61.2 billion
raised by 54 infrastructure funds globally. Yet the
15-20 percent returns on offer in Africa are higher
than the 8-12 percent offered in developed markets.
"If people haven't invested in the region before,
they probably perceive more risk than there actually is," said Adrian Mucalov, a director in the energy business at Actis, an emerging markets investor that has invested over $3.5 billion in Africa.
Fund managers say the biggest challenge may not
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in fact be raising capital, but finding investable
projects.
Public-private partnerships between government
agencies and private companies are under-used,
accounting for only 4.5 percent of African infrastructure projects by value between 2000 and
2014, McKinsey estimates. That compares with
8.6 percent for a group of emerging markets.
(REUTERS, 25 JANUARY 2017)

S&P sees challenges for GCC move away
from oil
In a research note, Standard & Poor’s stated that
overall sovereign creditworthiness in the Gulf has
continued to deteriorate, weighed by a weakening
performance in Saudi Arabia, the region's largest
economy. In the note, covering a total of 13 sovereigns in the region including Abu Dhabi, Bahrain,
Kuwait, Oman, Qatar, Ras Al Khaimah, Saudi Arabia, and Sharjah, S&P said that the average rating
has suffered due to rating downgrade on Saudi
Arabia. The ratings agency added that "significant
challenges" remain to plans by GCC countries to
diversify government revenues away from oil.
Eight of the 13 MENA sovereigns are in the 'BBB'
rating category or above. S&P Global Ratings sovereign credit analyst Trevor Cullinan stated that
"the average MENA sovereign rating is closer to
'BBB' than 'BBB-', but has been trending downward. When weighted by GDP, the average moves
closer to 'BBB+'." The overall ratings have fallen
more sharply than the unweighted average over
the past 12 months mainly because the rating on
the region's largest economy, Saudi Arabia has
been lowered as the Gulf kingdom battles to protect its fiscal position against lower oil prices.
Since July, S&P has also lowered its rating on Bahrain to 'BB-' from 'BB' while revising outlooks on
Egypt and Lebanon to stable from negative, and
outlooks on Oman and Sharjah to negative from
stable.
S&P expects average GCC GDP growth to slow to
about 2 percent in 2016, compared with closer to
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4 percent in 2015 and to remain around these relatively weak growth rates in 2017. "Governments
across the region implemented expenditure cuts
and subsidy reforms that have weakened both corporate and household activity, while reduced hydrocarbon deposits in regional banking systems
and government domestic borrowing have increased interbank rates and squeezed banking
sector liquidity."
GCC’s long-term sustainability of economic
growth and the ability to absorb increases in working population and diversify their government revenues away from hydrocarbons will largely rely on
the prospects for growth in the non-hydrocarbon
sector. These however will be confronted by big
challenges. (S&P, ARABIAN BUSINESS, 21 JANUARY)

GCC’s financial assets to fall to $2.1trn by
end-2017
Ratings agency Moody’s Investors Service reports
that subdued growth and challenges to further fiscal and structural reforms in the GCC region has
led to a negative outlook for sovereign creditworthiness in 2017. In Moody’s GCC Sovereign Outlook it expects real GDP growth in the GCC in
2017-18 to remain weak by historical standards
with an average of 1.6 percent. Moody's said the
growth would range from 0.7 percent for Saudi
Arabia to 3.3 percent for Qatar, adding that it estimates the GCC's aggregate fiscal deficit will narrow
to 7.5 percent of GDP in 2017 and 4.9 percent in
2018, from 8.8 percent of GDP in 2016, mainly as a
result of higher oil prices. Main point for concern
is the fact that the debt-to-GDP ratio across the
GCC will rise to 31.6 percent by 2018 from just 10.5
percent in 2014, adding another $154 billion in
government debt in 2017 and 2018. Qatar and
Bahrain will likely continue to rely solely on market
funding whereas Saudi Arabia, Oman, the UAE and
Kuwait will issue debt and make use of government reserves, it added.
Debt-to-GDP ratio of Saudi Arabia and Bahrain is
expected to increase between 2016 and 2018 by
around 14 percent. For Oman and Kuwait, Moody's
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expects lower debt increases of around 8-9 percent of GDP.
At the same time, Moody’s projects that GCC-wide
government financial assets will decline to $2.1 trillion by the end of 2017, down from $2.4 trillion in
2014. This will lead to a weakening net asset position for all GCC sovereigns but most pronounced
in Saudi Arabia and Oman. (ARABIAN BUSINESS,
JANUARY 16)

MENA Asia dominate tech investment
space

15 February 2017

France’s Banque publique d’investissement, or
Bpifrance, has been consistently ranked the
world’s most active SWF to invest in private tech
companies since 2010. Bpifrance was originally set
up as a SWF in 2009 and currently has approximately $27 billion in total AUM. Singapore’s stateowned investment vehicles Temasek Holdings (Temasek) and GIC Private Ltd (GIC) follow closely behind, in second and third place.
Three Middle East SWFs are ranked among the top
ten most active players in tech, with the Kuwait Investment Authority in seventh spot, while the Qatar Investment Authority and Public Investment
Fund of Saudi Arabia are in eighth and tenth place,
respectively. (ASIAASSET.COM, 2 FEBRUARY)

Venture capital research outfit CB Insights reports
that three out of the top five most active global
sovereign wealth funds (SWFs) investing in private
technology companies are currently from Southeast Asia. CBI also states that the sum invested by
the top ten most active SWFs in private tech companies grew to US$12.66 billion in 2016 from $5.05
billion in 2014, with the number of deals almost
tripling from nine to 26.

BAHRAIN

Bahrain’s Investcorp targets UK property,
US services
Bahraini investment company Investcorp’s Chief
Executive Rishi Kapoor sees lots of opportunities in
the US and Brexit developments. In a response to
the election of U.S. President Donald Trump and
Brexit, Investcorp will be seeking investments in
U.S. business services and British real estate, Kapoor said. Investcorp, which expects its assets under management to rise to around $21bn in the
first half of 2017, has reported a fall in profit to
$35.6m in the six months to Dec. 31 from $50.9m
in the prior-year period.
Among potential investments in the U.S., Europe
and the Gulf, Investcorp was looking for opportunities created by Britain’s vote to leave the European Union and uncertainty over whether Trump’s
U.S. administration would deploy fiscal stimulus
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and the pace of interest rate hikes by the U.S. Federal Reserve. In Britain, Investcorp is looking at real
estate assets with a long-term horizon in order to
overcome any market volatility in the next two or
three years, he said. The pound’s slump since
June’s Brexit vote has encouraged investors from
some Middle Eastern markets linked to the U.S.
dollar to look for openings in the property market.
(GULF BUSINESS, 9 FEBRUARY)
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IRAN

IMIDRO seeks $3b loan Iran SWF NDFI
Iran’s mining sector needs to borrow $3 billion
from the National Development Fund of Iran for its
development and growth, says the head of Iranian
Mines and Mining Industries Development and
Renovation Organization. Mehdi Karbasian added
that with the grant of this loan, the organization
will be able to attract up to $9 billion in private
sector investment. As reported by IMIDRO’s Public
Relations Office, Karbasian believes the mining
sector’s growth is closely tied to stimulating demand in the construction sector and boosting consumption of steel, aluminum, cement and iron ore.
The NDFI, Iran’s sovereign wealth fund, was created in the 2000s to save up oil revenues to develop Iran and invest overseas for future generations. (FINANCIAL TRIBUNE, 23 JANUARY)

Dehloran gas refinery gains momentum
The delayed Dehloran gas refinery (NGL 3100) project has recently gained momentum as the muchneeded funding has been made available, the Oil
Industries, Engineering and Construction Company's (OIEC) managing director said. According to
the official, plans are in place to develop the
jointly-funded gas processing unit, whose development came to a halt due to financial constraints,
in three years at an estimated cost of $1.55 billion,
which will be invested in two phases. Mohammadi
said without elaboration that resources from the
National Development Fund of Iran (NDFI) and
OIEC are being tapped to complete the project.
(FINANCIAL TRIBUNE, 23 JANUARY)

Iran's SWF eying international markets
Iran’s sovereign wealth fund is ready to support
foreign investors willing to invest in the country as
well as Iranian exporters by extending loans Only
contractors who win the tender will be eligible to
receive funds from the National Development
Fund of Iran
The National Development Fund of Iran, the country's sovereign fund, announced that it plans to
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make investments in international money and financial markets "so that its assets can act as a leverage to attract global capital". According to the
fund's director, Ahmad Doust-Hosseini, the fund is
also ready to support foreign investors willing to
invest in the country as well as Iranian exporters by
extending loans.
"There are three regulatory articles that define the
framework of credit allocation, one of which aims
to support Iranian companies so that in addition to
foreign contractors, they could use the loans if
they manage to export goods or services," DoustHosseini was quoted as saying by IBENA.
The official, who was speaking at the Iran Petroleum Conference 2017, announced that from the
next Iranian year (March 21, 2017), 30% of revenues from the sale of oil, gas and their related
products will be deposited with the NDFI. The primary goal of the fund is to "safeguard the share of
future generations from oil and gas wealth and
turning their products into durable and value-generating capital". "The fund belongs to the private
sector and non-government enterprises," DoustHosseini said, adding that as per the law, stateowned entities will not receive any loans.
"The secondary mission of the fund is to support
the prolific contractors of the country on an international scale." The fund's director clarified that
not every contractor working abroad will be eligible to receive funds from NDFI "and only contractors who win the tender can use them".
According to Doust-Hosseini, the NDFI will do two
things for these eligible candidates. "One is an advance payment guarantee that must be paid upfront and the other is outfitting their businesses,
but the rest must be provided by business owners."
Pointing out that loans will also be allocated to foreign buyers of Iranian products, the official said,
"We will use one-year and two-year usance L/Cs in
the future." "The limit for the share of loans that
businesses affiliated to non-government publicsector institutions can receive has been set at
20%," he said, adding that the remaining 80% of
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the loans will go to the private sector and "that is
why the scope of competition in the private sector
is very wide".
Speaking at the same conference, Ali Salehabadi,
CEO of the Export Development Bank of Iran, said
his bank is ready to finance oil, gas and petrochemical projects. "Last year, NDFI allocated $800
million to support oil and gas projects," he said.
"The EDBI also used €2.2 billion of Chinese finance
in Bushehr petrochemical plants. It is predicted
that this will increase the country's petrochemical
exports by $3 billion a year."

KUWAIT

Kuwaiti sovereign wealth fund (KIA) may
pull billions from external managers
Kuwait Investment Authority is planning to manage more of its own assets as the world's fifth-largest sovereign wealth fund seeks to take more risk
to boost returns. KIA wants to increase the allocation of funds managed in-house to as much as 8%
from 1% or 2% at present, Managing Director Bader Al Saad said in an interview with Bloomberg
Television at the World Economic Forum in Davos,
Switzerland. The KIA has $592 billion of assets, according to the Sovereign Wealth Fund Institute,
meaning $35 billion could be withdrawn from external managers. “Why do I have to pay extra fees
for less return?” he said. The shift translates into “a
big lump sum but it's small compared to the core
portfolio,” Mr. Al Saad said.
KIA joins other wealth funds and institutional investors seeking to manage more assets internally
as management fees come under scrutiny. The
$305.5 billion California Public Employees' Retirement System, Sacramento, said last week it was
developing plans to shift as much as $30 billion
from external to internal management. The Abu
Dhabi Investment Authority, the world's secondbiggest wealth fund, is investing in areas such as
real estate and private equity, reducing its reliance
on outside managers each year.
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Stressing that EDBI will finance export projects,
Salehabadi said if a project enters the country in
partnership with foreign businesses, "the bank will
be ready to allocate syndicate loans to the project
in partnership with NDFI". (FINANCIAL TRIBUNE,
1 FEBRUARY)

“Management fees have always been a contentious issue and in the good days people grudgingly accepted,” Fabio Scacciavillani, chief economist of the Oman Investment Fund, said by phone.
“That's not the case anymore. Costs are coming
under increasing scrutiny and with low returns it's
hard to justify the costs.”
Al Saad said the KIA is investing more in private
assets and global infrastructure projects, arguing
that “we need to take more risk in order to maintain the returns.” Al Saad said he doesn't think the
fund can match the returns of the past decade over
the next 10 years. “That's why we want to do something different. That's why we are expanding in infrastructure, in credit.”
For sovereign wealth funds, “it's better to build inhouse expertise, which can provide benefits such
as better control on strategy and more flexibility to
direct investments towards promising area,” Scacciavillani said. “After all, when funds give their
money to external managers, it's not like they can
forget about it. They still have to follow it and that
adds to the cost,” he said. KIA, which has been investing in ports, airports and power distribution,
says boosting U.S. investment is contingent upon
President-elect Donald Trump holding to a promise to increase infrastructure spending. (PIONLINE.COM, JANUARY 18)
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$15.6bn infrastructure investment Kuwait

KIA to focus on technology, infrastructure

A recent report by Khaled Mahdi, Kuwait’s secretary general of the General Secretariat of the Supreme Council for Planning and Development,
states that Kuwait plans to spend $15.6 billion on
infrastructure this fiscal year on projects like roads,
the electric grid, and installations like airports and
seaports. Other investments will target housing
and new residential construction, and additional
renewable energy projects. The Kuwaiti government will foot the bill for nearly 50 percent of the
investments, with approximately 33 percent coming from state-owned oil revenues and 17 percent
from the private sector. (GULF NEWS, 22 JANUARY)

The two main investment priorities of the Kuwait
Investment Authority (KIA) this year are technology and infrastructure, the sovereign wealth fund's
chairman Anas al-Saleh told Reuters. Saleh, who is
also finance minister, said the KIA's technology
portfolio was small but growing. At the same time,
it is cautious about valuations, he added. The KIA
is one of the world's biggest sovereign funds with
assets estimated at $592 billion. (REUTERS, JANUARY 30)

Kuwait Vision 2035 targets foreign investment, PPPs
Kuwait has announced plans to boost foreign direct investment, become a petrochemical hub and
develop infrastructure through public private partnerships under its 2035 development plan, Vision
2035. The latter entails 164 programs, projects and
initiatives designed to make the country into a regional financial, cultural and institutional leader.
Among the short-to-medium term objectives are
to position Kuwait as a global hub for the petrochemical industry, boost foreign investment by
300 per cent and attract more than KD400m
($1.3bn) of investment to IT services and renewable energy.
Kuwait also will invest in infrastructure projects
and develop its transport and power sectors using
the independent water and power producers
(IWPP) and public private partnership (PPP) models. Kuwait is aiming to be positioned in the top 35
per cent of each of these indicators by 2035. The
country, like its Gulf peers, has been hit hard by the
drop in oil prices and last year posted its first
budget deficit after 16 years of surpluses. It has
predicted a $25.9bn budget deficit for the new fiscal year, starting in April. (GULF BUSINESS, 31
JANUARY)
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Kuwait asked to invest in Jordan
Kuwaiti Emir Sabah Al Ahmad Al Jaber Al Sabah
has received Jordan’s HRH Prince Ali, who delivered to him a verbal message from His Majesty
King Abdullah on bilateral relations and regional
and global developments. Part of the meeting’s
discussions focused on bilateral economic relations and investments opportunities Kuwait’s Emir
said then that he would direct the Kuwaiti Investment Authority to contribute to economic projects
in Jordan and ordered evaluations of projects offered for investment in the Kingdom. Kuwaiti investments in Jordan were estimated at $12 billion
last year and the Gulf emirate tops the list of Arab
investors in the country, according to official figures. (JORDAN TIMES, 22 JANUARY)

Kuwait to sell 50% Azzour North IWPP in
IPO 2017
Kuwait’s Minister of Oil Essam Al Marzouq has
stated that Kuwait plans to conduct its first initial
public offer of shares in an independent power
project by this end of this year, selling a 50 percent
stake. The latter statement was made at a briefing
by the government on its long-term economic
plans. The Kuwaiti government previously said it
planned to sell shares in the Az-Zour North Independent Water & Power Project to the public in
mid-2017.
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The Az-Zour North One plant has a capacity of at
least 1,500 megawatts and is structured as a public-private partnership. The project is 40 percent
owned by three partners: France’s Engie, Japan’s
Sumitomo Corp and Kuwaiti firm AH Al Sagar &
Brothers. Sovereign wealth fund Kuwait Investment Authority, the Public Institution for Social Security, and PPP body Kuwait Authority for Partnership Projects together hold 60 percent. A public
share sale was a condition for the project once
construction was finished. (ARABIAN BUSINESS,
31 JANUARY)

LIBYA

Claimant to Libyan wealth fund returns to
office
News agency Reuters reports that a claimant for
the chairmanship of Libya's sovereign wealth fund
says he has retaken control of the fund's head office in Tripoli, in a challenge to a U.N.-backed government that tried to sideline him. The move is the
latest step in a long-running feud over the $67 billion Libyan Investment Authority (LIA) that reflects
Libya's political turmoil and has complicated prospects for any return to regular management of
the fund. Until now, much of the fund has been
frozen under sanctions, though it remains one of
Libya's key financial bodies. At the same time, the
fund is also involved in high-profile litigation, including cases against Goldman Sachs and Societe
Generale . The U.N.-backed Government of National Accord (GNA) named the steering committee to run the LIA in August, as it tried to gain control over institutions that had been split under two
other, competing governments.
Abdul Magid Breish, who was appointed chairman
in Tripoli in 2013 and says he was evicted from LIA
headquarters in September by guards acting on
behalf of the GNA, has been contesting the decision. According to Reuters, Breish stated that a ruling by the Tripoli Appeals Court last month had
given him the right to return by freezing the decree that created the steering committee.
Each side claims the LIA's assets could be at risk
unless it is in control, with Breish citing litigation
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cases that could be hampered by the involvement
of the steering committee. "Some cases in front of
international courts have a deadline," he said. The
GNA's leadership, the Presidential Council, reacted
by warning all state institutions not to deal with
Breish. "In order to preserve public money it is forbidden to deal with any person or party that does
not have legal and legitimate status according to
the decisions of the GNA's Presidential Council," it
said in a statement.
The U.N. Security Council said last year that it was
prepared to consider changes to sanctions on the
LIA only once the GNA could confirm that it exercised full control over the fund, as well as Libya's
National Oil Corporation (NOC) and its central
bank. (REUTERS, 6 FEBRUARY)

Norwegian court sentences Yara advisor
for Libyan bribe
In December 2016, an Oslo appeals court upheld a
guilty verdict against Kendrick Wallace, but cleared
three other former executives in the case: two Norwegians, including former CEO Thorleif Enger, and
a Frenchman. Wallace's sentence, which the lower
court had set at two-and-a-half years, was extended because the appeals court found he had
played a "central" role in the bribery payments.
In what the Norwegian media has dubbed "the
biggest corruption scandal in Norwegian history",
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the partly state owned Yara paid a record 295 million kroner (€32.4 million, $38.5 million) fine in January 2014 for lining the pockets of top Libyan and
Indian officials in order to win contracts.
The Libyan part of the case involves the payment
of at least $5 million in bribes to the son of Libya's
ex-oil minister serving under dictator Moamer
Kadhafi, Shukri Ghanem, in connection with the
construction of a fertiliser plant in Libya together
with the National Oil Corporation (NOC) and the
Libyan Investment Authority (LIA). Ghanem was
found dead in April 2012 in the Danube river in Vienna, where he was in exile after the fall of the
Kadhafi regime. An investigation concluded that
the 69-year-old Libyan had suffered a heart attack.
(THE LOCAL.NO, 18 JANUARY)

OMAN

Oman CMA five-year plan for selling stake
in state-owned firms
The Oman Capital Market Authority, which is the
Sultanate’s stock market regulator, is proposing
five-year plan for disinvesting stake in state-owned
companies through initial public offerings (IPOs).
Abdullah bin Salim Al Salmi, executive president of
CMA, stated that “the general public and investors
will come to know the time frame for such disinvestment (once such a plan is in place). We are trying to come to an agreement with the government
authorities on this plan.” The number of stateowned companies to be privatized will be decided
after carefully considering the present financial
status of such companies.
However, the Ministry of Finance had said a couple
of years earlier that the government planned to divest stakes in at least 11 state-owned companies
to raise funds to reduce deficit and improve efficiency, according to an earlier report.
As part of the move, the authorities have already
started initial work for selling 49 per cent stake in
the Muscat Electricity Distribution Company
(MEDC). The government has already transferred
its stakes in several firms to either sector-specific
holding companies or investment funds. These
holding companies are Oman Food Investment
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Holding, Oman Global Logistics Group and Oman
Oil Refineries and Petroleum Industries Company
(Orpic), while the funds include Oman Investment
Fund. (TIMES OF OMAN, 4 FEBRUARY)

SGRF, UK Green Investment Bank eye stake
in JPMorgan-backed Leap Energy
Oman’s second SWF, the State General Reserve
Fund of Oman (SGRF) and UK-based Green Investment Bank are in separate talks to acquire a stake
in JPMorgan-backed Leap Green Energy Pvt. Ltd.
SGRF manages the oil and gas revenues of the energy-rich Oman and has a diversified portfolio in
25 countries. GIB is UK government owned and finances green projects. On 18 August 2015 that
JPMorgan Asset Management Holdings Inc., the
investment arm of JPMorgan Chase and Co., plans
to sell half its stake in Leap Green Energy. Sources
said that SGRF is interested in acquiring a stake in
Leap Green. JPMorgan has been looking for a
buyer for some time now. The interest of SGRF
comes in the backdrop of sovereign wealth funds
from West Asia developing an interest in the Indian clean energy space following Prime Minister
Narendra Modi’s pitch for investment during his
UAE visit in August. Dubai’s sovereign wealth fund,
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Investment Corp. of Dubai (ICD) through its subsidiary Dubal Holding is scouting for investments
in an Indian renewable energy platform.
JPMorgan holds about 75% stake in Leap Green
Energy, acquired in tranches since 2010. Leap
Green Energy, founded in 2006, is promoted by
former Formula 1 driver Narain Karthikeyan’s family. JPMorgan has a total investment of about $100
million in Leap Green Energy.
According to information available on SGRF’s website, Oman India Joint Investment Fund, an Indiafocused private equity fund, has raised $220 million for its second fund and is targeting a corpus
of $300 million by the end of 2017.
Recent large deals in the Indian clean energy space
include Tata Power Co. buying the entire 1.1 gigawatt renewable energy portfolio of Welspun Energy for $1.4 billion and Hyderabad-based
Greenko Energies Pvt., backed by Singapore’s sovereign wealth fund GIC Holdings Pte. and Abu
Dhabi Investment Authority, acquiring SunEdison’s
Indian assets for $392 million last year.
(DEALSTREETASIA.COM, 23 JANUARY)
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Iran & Oman discussing car production
Oman and Iran continue their negotiations on setting up a plant in the Persian Gulf sultanate over
the next few days according to reports from the
two capitals. Talks between Iran Khodro Group
(IKCO) and Oman Investment Fund (OIF) will focus
on the production of cars in the neighboring Arab
state. Iranian diplomat Mohammad Totonchi
stated that Tehran wants to establish a car production facility in the Duqm Special Economic Zone in
the next few months.
Khalid Al Yahmadi, the OIF investment director,
said earlier that a preliminary study had been conducted before signing a MoU. As per the agreement, Iran would jointly produce the Dena and export it to East Africa and Yemen within a year. Last
year, plans were unveiled to start the production
of the Dena models in Oman by late spring 2017.
However countless delays in negotiations since
then have put the project on the back burner.
The Omani fund director added that initial annual
production would be in the range of 20,000 units.
Meanwhile, Saeed Tafazzoli, IKCO deputy for export and international affairs, said the joint venture
will start assembling 10,000 cars in Duqm in the
first phase. (FINANCIAL TRIBUNE, 24 JANUARY)

Current oil prices very comfortable Qatar
states

“conservative” global oil price of $45 a barrel, alEmadi said.

Qatar’s Minister of Finance Ali Al Emadi stated that
current oil prices are close to the level Qatar needs
to finance spending. He indicated that “Qatar feels
very comfortable. He added that Qatar is spending
about $500 million a week on capital projects. Bloomberg reported that the Qatari economy will 3.4% to 3.5% in 2017. Qatar posted its first
budget deficit in 15 years in 2016 due to the slump
in global energy prices, which came with the gasrich Persian Gulf Arab state in the midst of spending $200 billion on preparations for the FIFA World
Cup in 2022. Last year was “probably the most difficult” in terms of the strain on public finances, and
the government has based the 2017 budget on a

When asked about the strategy of Qatar Investment Authority (QIA), which is Qatar’s sovereign
wealth fund, Al Emadi stated that the fund will remain actively globally, and will invest $35 billion in
the US as planned. “We’ve been very much active
globally,” al-Emadi said. “Part of the sovereign
wealth fund strategy is to have very much a diversified portfolio.” (FINANCIAL TRIBUNE, FEBRUARY 8)
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Qatar Holding targets India’s affordable
housing investment
Qatari investment fund Qatar Holding reports that
it will commit an investment of $250 million in
Arthveda Fund Management’s new Affordable
Housing Fund. The latter investment is a significant
foreign investment in the affordable housing sector of India. Arthveda’s fund is an alternative investment fund (AIF) backed by a single investor,
Qatar Holding, which itself is a subsidiary of the
Qatar Investment Authority, the government of
Qatar’s sovereign wealth fund. Sources indicated
that the main investments will be in low and midincome housing projects. A third of its investments will be towards projects in distant suburbs
of Mumbai, but it will also invest in cities such as
Hyderabad, Bengaluru, Nagpur, Lucknow and Jaipur. Arthveda Fund Management’s CEO Bikram
Sen said that the subscription of the entire corpus
of its foreign-direct-investment-compliant affordable housing fund by Qatar Holding is the first significant foreign inward investment into India’s affordable housing segment after the recent Union
budget. The budget on 1 February gave a big push
to affordable housing projects and announced
many incentives to realize the government’s initiative to provide “housing for all by 2022”.
Arthveda raised the capital with the help of Dubaibased investment banking firm CI Holding Global.
India needs to build 19 million urban housing units
in the low- and mid-income category by 2022
across tier I, II and III cities, which require a capital
of $1 trillion, according to estimates by Arthveda
Fund Management. Arthveda Fund Management
is part of Wadhawan Global Capital Pvt. Ltd, a financial services firm, with Dewan Housing Finance
Corp. Ltd (DHFL) as the flagship entity.
(LIVEMINT.COM, FEBRUARY 7)

QIA to stay in Volkswagen
News reports emerged that Qatar Holding, a subsidiary of sovereign wealth fund Qatar Investment
Authority, owns over 11 percent of Volkswagen
and is the company's top shareholder, will stay
committed to German car manufacturer
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Volkswagen. Hessa Al Jaber, Qatar's representative on the carmaker's supervisory board, reiterated that Qatar Holding is committed to stay. “We
are really committed to VW," Jaber told reporters
in her first public statement on the company since
she joined the board last year. (ECONOMIC
TIMES, 7 FEBRUARY)

Putin confident about Qatar Glencore Russian investments
While meeting Qatar’s sovereign wealth fund Qatar Investment Authority and global commodity
giant Glencore, Russian President Vladimir Putin
expressed support for their investment and partnership with Russia. Glencore’s Ivan Glasenberg, as
well as Qatar’s sovereign wealth fund head Sheikh
Abdullah Bin Mohammed Bin Saud Al Thani and
Intesa Sanpaolo SpA Managing Director Carlo
Messina, were in the Kremlin to discuss the progress and future of the privatization of Russian oil
giant Rosneft. The meeting follows Glencore’s $11
billion agreement with the Qatari fund to buy a
19.5 percent stake in Rosneft, Russia’s largest oil
producer, using loans from Intesa. The December
deal was one of the biggest in the energy industry
last year despite attempts by the U.S. and Europe
to isolate Russia economically following the annexation of Crimea. The investment helped to narrow Russia’s budget deficit after petrodollars dried
up during crude’s collapse. (BLOOMBERG, 25
JANUARY)

Obscure Cayman company plays major
role in $11bn Rosneft privatization
The widely analyzed investment deal of Glencore
and Qatar Investment Authority in Russian oil giant
Rossneft could be partly obscured by a Cayman Islands company. Reports have emerged that the
latter Cayman Islands entity that forms part of a
joint venture structure in one of the largest Russian
privatizations of state property since the 1990s has
potentially obscured some of the investors in the
deal. Reuters already reported that the December
sale of a 19.5 percent stake in Rosneft, the biggest
listed oil company by output in the world, to a joint
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venture between Swiss commodities trading
group Glencore and the Qatar Investment Authority also includes “a Cayman Islands company
whose beneficial owners cannot be traced”. Reuters also stated that while Rosneft ostensibly sold
the stake for 10.2 billion euros (US$11 billion) to a
Singapore investment vehicle, which constitutes a
50/50 joint venture between Qatar and Glencore,
“it still isn’t possible to determine from public records the full identities of those who bought it.” Important facts about the deal have not been disclosed. In a Dec. 10 statement, Glencore confirmed
that it had contributed 300 million euros in equity
to the “50:50 consortium,” while Qatar’s sovereign
wealth fund committed 2.5 billion euros. The remaining funds for the purchase of the Rosneft
stake were “to be provided by non-recourse bank
financing, principally by Intesa Sanpaolo S.p.A.,
with Russian banks also providing financing and
credit support.”
The fog in the deal now emerges. Italian bank Intesa Sanpaolo loaned the Singapore vehicle, QHG
Shares, 5.2 billion euros, but the source of the remaining 2.2 billion euros remains unknown. QHG
Shares is owned by QHG Investments, a U.K.-registered limited liability partnership. One of the two
owners of QHG Investments is QHG Holding, another U.K. limited liability partnership.
Records at U.K. Companies House show that one
of the partners in QHG Holding is QHG Cayman
Ltd., a company registered in the corporate services office of offshore law firm Walkers in the Cayman Islands. The company was appointed as a designated member of the limited partnership on Dec.
16, nine days after Rosneft announced the deal
and 11 days after QHG Holding was formed.
Unlike the information available in the corporate
registry of the U.K., details about the beneficial
owners of a Cayman Islands entity, like QHG Cayman Ltd., are not publicly available.
When asked by Reuters to comment on these issues, Rosneft, Glencore and the Qatar Investment
Authority declined to comment on the Cayman Islands company. Fueling conspiracy theorists, the
potential sale of the Rosneft stake was the subject
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of an alleged intelligence dossier on then-presidential candidate Donald Trump. Much still is unclear without a full disclosure.
The Cayman Islands Legislative Assembly will debate some of the amendments needed to create a
centralized platform for information sharing with
foreign authorities upon request. (CAYMANCOMPASS.COM, 31 JANUARY)

RMZ to acquire remaining 50% stake in Essar Group's Equinox Business Park
In one of the largest real estate transactions of this
year, RMZ will acquire the remaining 50 per cent
stake in Essar Group's commercial project Equinox
Business Park in Bandra-Kurka Complex, Mumbai,
by the end of this year. The company will pay Rs
2,400 crore for the complete buyout, which will be
funded by Qatar Investment Authority (QIA) and
some other sovereign funds. (ECONOMIC TIMES,
25 JANUARY)
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SAUDI ARABIA

Six Flags stake targeted by PIF

Taqnia taps Eutelsat

News agency Bloomberg reports that Saudi Arabia’s Public Investment Fund (PIF), which is being
transformed into a $2 trillion investment giant, is
considering buying a stake in U.S. theme park operator Six Flags Entertainment Corp. The Saudi
SWF is slated to be holding early deliberations
about the potential investment after the kingdom
started negotiations to let the Texas-based company open its first attractions in the country.
Sources said that an agreement hasn’t been
reached and the informal discussions may not result in a deal. Current market value of Six Flags is
around $5.6 billion. The stock climbed 24 percent
in the 12 months.

Checking e-mails and social networks, and streaming live content at 36,000 feet are poised to become a reality at the end of this year for passengers connected to Taqnia Space aero services’
platform, following an agreement between Eutelsat Communications, one of the world’s leading
satellite operators, and Taqnia Space (TSC), owned
by the Public Investment Fund (PIF) of Saudi Arabia. The multi-million dollar, multi-year deal covers
spotbeam capacity on the EUTELSAT 3B satellite in
order to provide HTS connectivity services to
Taqnia Space Airline clients over the Middle East,
North Africa, Mediterranean and Europe regions.
“Having King Abdulaziz City for Science and Technology (KACST) as the prime technology and R&D
partner in the TSC aero platform project provided
invaluable support to the development of the first
Saudi Aero Satellite Service Solution,” added AlOsaimi. (ARAB NEWS, 8 FEBRUARY)

Six Flags has $1.3 billion in revenue and 18 parks
across the U.S., Mexico and Canada. It’s looking at
potential park locations in Saudi Arabia including
Riyadh, Jeddah and Red Sea resort, Chairman
James Reid-Anderson said in November. The plans
follow a meeting between Deputy Crown Prince
Mohammad Bin Salman and company President John Duffey in the US last June. (BLOOMBERG, 8 FEBRUARY)
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Fitch expects slow down Abu Dhabi spending 2017
International ratings agency Fitch expects government deficit of 5.9% of GDP in 2017, nearly unchanged from 2016. The pace of fiscal adjustment
in Abu Dhabi is forecast to slow in 2017, after large
spending cuts in 2015-2016, according to Fitch
Ratings. In a research note, Fitch said that it expects a government deficit of 5.9 percent of GDP
in 2017, based on Brent crude averaging $45 per
barrel, nearly unchanged from 2016. Fitch has affirmed Abu Dhabi's long-term foreign and local
currency issuer default ratings at 'AA' with a stable
outlook. It expects that Abu Dhabi's total spending
could edge up by 3 percent in 2017, having contracted by 10.3 percent in 2016 and 18.1 percent
in 2015. Fitch added that spending in 2016 is estimated to have been above budget.
25

Non-oil revenue targets have been scaled back
and will now be met largely by dividends from
state-owned and government-related enterprises.
The agency reiterated that the emirate's hydrocarbon revenues have the potential to exceed forecasts, reducing the urgency for new policy
measures. "In 2018, we expect the government
budget to post a surplus of 1.5 percent of GDP, as
Brent recovers to $55/barrel and the introduction
of VAT yields around 0.5 percent of GDP," the
statement said. The agency expects non-oil growth
to pick up to 4 percent in 2017 and 4.5 percent in
2018 as consolidation eases and oil prices recover.
In its forecast, the government faces a fiscal financing need of 11.8 percent of GDP in 2017 and 4.6
percent of GDP in 2018, assuming that the government finances the deficit excluding income from
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Abu Dhabi Investment Authority (ADIA). ADIA's assets are not officially disclosed, but Fitch estimates
that strong returns helped propel their value to
$639 billion in 2016, from $627 billion in 2015.
Fitch expects the value of ADIA assets to be little
changed by end-2018 as investment returns would
offset drawdowns for financing. (ARABIAN BUSINESS, FEBRUARY 4)

ADIA in talks on Indian malls
Sources have stated that Abu Dhabi Investment
Authority (ADIA) is reportedly in final talks with Indian consultancy Red Oak Retail. A news report indicated that the Indian retail consultancy and ADIA
are discussing to build malls in India. “Unlike Blackstone and [Singapore sovereign fund] GIC, which
invest in ready malls, Adia is looking at building
malls with Ashwin Puri (CEO of Red Oak),” Business
Standard, India’s business daily reported an unnamed source as saying. Total investments are at
present unknown. (ARABIAN BUSINESS, 30 JANUARY)
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overturn a ruling that upheld a government decision to cut offshore gas transportation tariffs. The
four claim that the slashed tariffs would cost them
15 billion crowns ($1.8 billion) in lost earnings by
2028.
Solveig Gas, Njord Gas Infrastructure, Silex Gas and
Infragas, which hold a combined 44 percent stake
in pipeline owner Gassled, said Oslo's decision was
illegal and took it to court, but lost the case in September. The government cut tariffs shortly after
the four firms bought their stakes in Gassled in
2011 and 2012 from ExxonMobil , Total, Statoil and
Royal Dutch Shell for a total of 32 billion Norwegian crowns ($3.8 bln).
Njord Gas Infrastructure and Infragas have already
threatened to stay away from new investment in
the pipeline infrastructure just as Norway is seeking to expand the network northwards due to discoveries in the Arctic. The appeal hearing is expected to last from Jan. 31 until April 7, the Borgarting Court of Appeals said in a statement.
(REUTERS, 27 JANUARY)

UAE-linked appeal on $1.8 billion gas
transport row in front of court Norway

ICD Dubai targets renewables India

Four international companies, owned by Abu
Dhabi Investment Authority (ADIA), Allianz, UBS
and the Canadian Pension Plan Investment Board,
are appealing at a Norwegian court, seeking to

Investment Corporation of Dubai (ICD), via its subsidiary Dubal Holding, is scouting for investments
in an Indian renewable energy platform. The Dubai-based entity’s interest in the Indian renewable
energy space comes in the backdrop of Prime Minister Narendra Modi’s pitch for investment in August last year during his visit to the United Arab
Emirates (UAE). Sources stated that “Dubal Holding is interested in investing in a renewable energy
platform”. India is the UAE’s second largest trading
partner, with the two countries sharing a “comprehensive strategic partnership”. India, which requires large infrastructure investment has been
trying to persuade the UAE’s $800 billion sovereign wealth funds to invest in the country. “The
Indian clean energy space is where Dubal Holding’s interest is. It has been enthused by the success of Government of Singapore Investment
Corp. (GIC) and Abu Dhabi Investment Authority
(ADIA) in the sector,” Indian sources have indicated. Hyderabad-based Greenko Group, backed
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by Singapore’s GIC and ADIA, acquired SunEdison
Inc.’s Indian assets for $392 million last year. Some
of the other sovereign funds and government
owned investment firms investing in India include
Singapore’s Temasek Holdings and Abu Dhabi’s
Mubadala Development.
UAE is India’s sixth largest energy supplier, accounting for around 8% of India’s crude oil imports. Queries sent to the ICD last week remained
unanswered. India plans to achieve 175 GW of renewable energy capacity by 2022 as part of its climate commitments. The country is the biggest
greenhouse gas emitter after the US and China.
Renewable energy currently accounts for 15%, or
45,917 MW, of the total installed capacity of
3,10,005 MW in India. According to a report last
year by investment bank Ambit Corp. Finance and
the UK’s City of London, global pension funds and
sovereign wealth funds may invest up to $50 billion in India’s infrastructure sector over the next
five
years.
(LIVEMINT.COM,
DEALSTREETASIA.COM, JANUARY 19)

Italian lender UniCredit begins selling
shares in rights issue
Italian bank UniCredit, in which Abu Dhabi sovereign wealth fund Aabar has a 5 per cent stake, has
stated that it has started to sell shares to existing
shareholders in a rights issue that aims to raise €13
billion (Dh51.3bn) for the ailing lender. It is not yet
clear if the wealth fund had participated in the cash
call. If Aabar or other shareholders do not buy the
shares they are entitled to, they stand to lose 70
per cent of their existing shareholding through dilution.
At present, UniCredit is offering 13 new shares, at
a price of €8.09 each, for every five ordinary or savings shares already owned. It is being offered at a
38 per cent discount to the value of the stock, excluding subscription rights. The share offer is due
to end by March 10, when a coupon payment is
due on some high-risk bonds that the bank would
not be able to honour without lifting its capital
back above regulatory thresholds.
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UniCredit has been hit the last years by faltering
growth in Europe, bad debts in Italy and its exposure to the Russian market and the weak rouble.
Several measures have however been taken already to improve its financial situation. The bank
last year agreed to sell its asset management arm
Pioneer to France’s Amundi for €3bn, a move that
will help to boost its capital. Last week, the Italian
lender also announced that it had struck a deal
with trade unions to cut 3,900 jobs.
Aabar, which has a diversified investment portfolio,
is owned by International Petroleum Investment
Company. The fund took its original 4.99 per cent
stake in UniCredit in 2010, when it was valued at
about $2.3bn. (THE NATIONAL, FEBRUARY 6)

ICD Dubai lists $1bn sukuk on Nasdaq
bourse Dubai
Investment Corporation of Dubai (ICD) has listed
its $1bn sukuk on the Nasdaq Dubai, which is the
region’s international stock exchange. Dubai’s
SWF’s $1bn sukuk is the third listing by ICD on the
Nasdaq. Nasdaq said in a statement that the listing
reinforces Dubai’s position as the world’s largest
venue for sukuk listings by value, raising the total
listed in the emirate to $47.21 billion. ICD already
has listed in May 2014 a $700 million sukuk and a
$300 million conventional bond. Earlier this week,
bankers said order books for the 10-year US dollar
sukuk offer by ICD, exceeded $1.5 billion.

The Dubai SWF holds stakes in some of the emirate's top companies. It has made a net profit of
AED10.3 billion ($2.8 billion) for the first half of
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2016. In December it showed revenues of AED82.5
billion, achieved against a backdrop of lower oil
and commodity prices, a strong US dollar and lackluster global economic growth. Revenues decreased by 7.8 percent and net profit decreased by
19.4 percent from the year-earlier period. In December, ICD’s CEO Ibrahim Al Shaibani stated that
"ICD portfolio companies continued to show resilience despite difficult international macroeconomic conditions which resulted in slower global
growth for the period". (ARABIAN BUSINESS, 2
FEBRUARY)

Mubadala opposes Witkoff’s bid to lead
sale Low’s Park Lane stake
Mubadala Development, which is one of Abu
Dhabi’s sovereign-wealth funds, owning a stake in
the Park Lane Hotel conversion, has stated that it
is opposed to several key aspects of a plan to put
developer Steve Witkoff in charge of selling alleged 1MDB fraudster Jho Low’s interest in the
project. Media sources reported that last week, the
U.S. Department of Justice and Witkoff asked a
federal court to approve the plan, known as a “cooperation agreement,” which called for Witkoff to
lead the hunt for a replacement investor to take
Low’s stake. The latter approval would have allowed Witkoff to move forward with plans to redevelop the hotel into high-end condominiums.
In a reaction, Mubadala stated that it thinks the
project’s investors would be better served by selling the entirety of the project, rather than simply
Low’s stake. Mubadala’s reaction was published in
the federal court papers. The fund also requested
that a third-party broker, rather than Witkoff, be
put in charge of the effort to find a buyer.
Low is at the center of a massive money-laundering scandal and is alleged to have siphoned hundreds of millions of dollars from Malaysian state
investment fund 1MDB. In the court papers, which
were filed in the central district of California, Mubadala said that it “believes a higher valuation, and
thus a higher sale price, would be realized through
an interlocutory sale of the entirety of the assets
underlying the joint venture, rather than limiting
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such a sale to only interests held by the Low entities”.
The fund, which according to the Sovereign
Wealth Fund institute has an estimated $125 billion in assets under management, said it expects a
wider range of buyers would be interested in an
opportunity to acquire the entirety of the assets,
rather than in purchasing a portion owned by an
existing structure that’s already negotiated the
terms and conditions of the deal. According to
Mubadala, an independent third-party broker
should be the one to “run a competitive and widely
circulated bidding process to obtain the best
price”.
The Abu Dhabi SWF bought a 45-percent interest
in Low’s 55-percent stake in the project shortly after the original acquisition of the hotel, according
to filings. Witkoff holds a 15 percent stake. Douglas Elliman chairman Howard Lorber and developer
Harry Macklowe are also reportedly partners. The
partners paid just north of $650 million for the
building in 2013.
The Park Lane project is in a precarious position,
according to the Witkoff and DOJ filing. Cash flow
from the project doesn’t currently cover payments
on some $480 million in debt the partners took
out. The partners have made several capital calls,
to which Low has not contributed.
Lenders on the project include Wells Fargo Bank,
Blackstone Group, Criterion, Athene Annuity & Life
Assurance Company and American Equity Investment
Life
Insurance
Company.
(THE
REALDEAL.COM, 7 FEBRUARY)

ADIC stake ADCB increases after lender’s
capital reduction
Abu Dhabi Commercial Bank said that its main
shareholder, the Abu Dhabi Investment Council
(Adic), now owns 62.52 per cent of the lender after
a capital reduction. ADIC, which is an investment
arm of the Abu Dhabi Government, previously held
a 58.08 per cent stake. The stake increase has come
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in the wake of a stock buyback program that began in 2013 and concluded in January 2015. As a
result of the capital reduction following the share
buyback program, the bank cancelled 397,366,172
shares with the total number of shares now standing at 5,198,231,209 as a result of that cut, ADCB
said on its website.
UAE banks have not been having the best of times
since the price of oil began its long descent during
summer 2014. Deposits have dwindled as government-related entities withdraw funds to help fill a
growing budget deficit. (THE NATIONAL, 26
JANUARY)

UBS to manage $176 million ADIC investment in Singapore Industrial Projects
Swiss financial giant UBS real estate investment
wing is set to manage S$250 million ($176 million)
in investment into industrial real estate projects in
Singapore on behalf of Abu Dhabi Investment Corporation (ADIC). In a recent statement by UBS Asset Management, it said the funds are being invested into a joint venture with local Singaporean
developer Boustead Projects with the hopes of creating a portfolio worth S$800 million ($564 million). The JV, Boustead Development Partnership,
has already committed S$119 million to four projects in the city-state, including two which are already complete.
ADIC, which is an affiliate of Abu Dhabi sovereign
fund ADIA, is choosing to invest in the Singapore
market at a time when many experts believe property values may be nearing the low point of the
cycle, and investors have been buying up commercial and industrial properties.
In anticipation of an upswing in rents later in the
decade, in June last year the Qatar Investment Authority bought Asia Square 1 in Singapore from
Blackrock for $2.45 billion. Also last year, CLSA
Capital Partners bought a 35-storey office tower
on 77 Robinson Road in downtown Singapore for
$373 million.
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To take advantage of the business park aspect of
this anticipated upswing, ADIC turned to Boustead,
which has been developing industrial facilities in
Singapore for more than 20 years. UBS Asset Management is a familiar partner for the Gulf investment body, which splintered off from ADIA in
2007. UBS’ real estate division implemented a similar mandate for ADIC in Australian multifamily
projects in 2014, and has also worked with the
company on projects in the Middle East and North
Africa. (MINGTIANDI.COM, 23 JANUARY)

Injazat Data Systems names new CEO
Mubadala, the Abu Dhabi investment and development company, has announced the retirement
of Ibrahim Lari as Chief Executive Officer from Injazat Data Systems (Injazat), a regional IT managed
services provider wholly owned by Mubadala. Lari
will remain on board as a strategic senior advisor
to the newly elected CEO, Khaled Al Melhi, who
currently serves as Chairman of Injazat.
(CNMEONLINE.COM, 22 JANUARY)
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