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Background

Sovereign Wealth Funds have taken the world by storm in the last century these institu-
tions serving as national private equity firms competing in the global market and investing
foreign exchange surpluses from resource and government revenue streams to achieve
better returns than foreign bonds. Nepal currently has a surplus of almost $5 billion U.S
Dollars that are invested in low-yield bonds, this amount of money could generate great-
er returns if invested in national projects, international companies, and Nepali entrep-
eneurs. In 1854, the State of Texas in the United States of America established the Per-
manent School Fund to fund the development of the state’s education. Ever since the
inception of the first SWFs in the United States of America the rest of the global com-
munity has adopted the concept to utilize funds raised from a variety of revenue streams
to raise more funding for national objectives. Some of the most notable sovereign wealth
funds today are the likes of Norway’s Norwegian Bank Investment Management (NBIM)
which manages the Government Pension Fund of Norway (GPNF) with a portfolio of
almost U.S $1.6 trillion, China’s China Investment Corporation (CIC) which commands
a portfolio of U.S $1.3 trillion, and Singapore’s Temasek Holdings which manages a port-
folio of U.S $287 billion just to name a few. While most of the funds are funded from
natural resource revenues, it is not a requirement. Modern funds use surplus revenues
from different sectors ranging from petroleum to finance, and even donations to main-
tain capital. Sovereign Wealth Funds around the world command a cumulative total
of $11 trillion through all their portfolios. The concept has proven successful over the
last two centuries helping fund large infrastructure projects, pushing national finan-
cial objectives, and maintaining a source of financial security for future generations.

A Case for Nepal
A Proven Method

Most of the SWFs around the world finance their funds through the use of their FOREX
surpluses, be it from trade, natural resources, or other sources of income such as donations.
Nepal finds itself in a position where it has recently accumulated a surplus of foreign cur-
rencies in its reserves. The status quo commands that the money be invested in foreign fi-
nancial instruments such as bonds from the United States and India, however, these provide
relatively low returns compared to the returns seen by SWFs through domestic and foreign
investments. Through the establishment of a sovereign wealth fund, Nepal could efficiently
utilize its reserves all the while helping prosper its nascent industries through domestic in-
vestments made by the sovereign wealth fund. Establishing a national investment fund would
also provide a means for entrepreneurs and firms to receive capital for their projects that they
would have to have found in foreign investors abroad. A firm would provide the opportunity
for a new generation of entrepreneurs to establish themselves and grow their startups in Ne-
pal rather than taking the project abroad to places like Dubai, Silicon Valley, and Shanghai.



A Tool for Economic Stability

The establishment of a SWF may also attract foreign investment by presenting the SWF as a
partner in the projects being invested in. Countries such as the UK are establishing national
wealth funds with the objective of bringing in about £3 in foreign investment for every £1 spent
by a British Sovereign Wealth Fund. The very same idea and objective would apply to a Nepali
fund, to attract an amount in foreign capital for every dollar spent from the foreign reserves in
domestic investments. An aspect to be noted of SWFs is their impact on the macroeconomic
conditions of a country, most funds abroad such as Mumtalakat of Bahrain, The Heritage &
Stabilization fund of Trinidad and Tobago, and Norway’s Norges Bank Investment Manage-
ment invest mixed portfolios or wholly international portfolios. Investing internationally can
mitigate negative impacts on the domestic economy which have arisen as a result of “Dutch
Disease” when a sector grows so dominant over the national economy that it hurts national
productivity. Dutch Disease has arisen in Nepal as a result of large foreign currency inflows
from remittances. Over 70% of households in Nepal depend on currencies for daily expenses,
this proves that Nepal could for the forseeable future depend on remittances as its source of
FOREX as one could look at how other countries depend on natural resource revenues to fund
their SWFs Another issue however concerning the fact that 70% of households depend on re-
mittances is that national productivity is incredibly low, and this is further backed by the fact
that Nepal has been running a large trade deficit for years and imports have been hitting his-
torical highs with the peak being only 3 years ago in 2078/2079. The situation draws parallels to
that of Sri Lanka, however the same crisis as Sri Lanka can be avoided if the Nepalese govern-
ment commits investment to raise national productivity, and this could be achieved through
the establishment of a Sovereign Wealth Fund. Sovereign Wealth Funds have been used as
“cures” to Dutch Disease all around the world from the Gulf States to Europe to small countries
such as Timor LEste thus it has been a proven solution to the issues raised by over-dependence
on one sector. A portfolio that may find a 60/40, 60% domestic investment and 40% interna-
tional (Following the 60/40 stocks-bond model) investment would allow for a fund to provide
conditions to grow local industries through investments and hedge from potential crises that
may hurt the value of the fund’s portfolio. A Nepali SWF who also invests internationally may
also allow Nepal to pose itself as a global-facing economy as well as using its shares in foreign
investments to allow for greater technology and knowledge sharing opportunities with smaller
Nepali companies in parallel industries as the investments. Another benefit of a Nepali SWF
with a partially international portfolio would be currency sanitation, as mentioned earlier a
firm that wholly invests locally could pose a risk to the exchange rates of the local currency
but investing the money abroad allows for the funds to maintain their value, prodividing more
foreign currency streams and avoiding situations like that of Sri Lanka. However, investments
into large endeavors in Nepal such as hydroelectricity projects and transmission lines feeding
electricity to India could provide returns to the fund greater than international investments,
and while the portfolio should not be compromised exclusively of national pride projects and
local investments, they should certainly be the priority.



All Sovereign Wealth Funds have an objective that they try to fulfill using the revenues
from their investments, some save money for future generations and others fund de-
velopment of all types. A Nepali SWF would allow for the revenues to go towards de-
veloping projects that would otherwise not be as profitable such as irrigation projects,

highways, and other large projects that while may not turn a profit do impact millions
of Nepalis. This would be a potential objective of the fund, to fund development proj-
ects and maintain them.
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Source: The World Bank, Nepal Rastra Bank.

The graph above showcases the state of Nepal’s foreign currency reserves. As the graph shows
the state of the reserves as it stands is enough for 12.50 months worth of imports the oppor-
tunity presents itself when taking into account the fact that the Nepalese Rastra bank only
maintains about 6-7 months worth of imports (about half of the current reserve) on hand,
and the rest is invested into financial instruments such as US Treasury bonds or Indian
bonds. As of the last report by Rastra bank the reserves stand at a figure of 14.5 billion USD,
meaning that close to $5 billion is being invested into relatively low-yield investments. The
size of the surplus in FOREX reserves that Nepal would allow for the creation of a strong
wealth fund with sufficient funding with even just a fraction of the surplus. Funds like Mum-
talakat and the Heritage & Stabilization fund started with initial allocations of 2.6 billion USD
and 1.4 billion respectively, and have actively contributed to the fund since. These countries
while petroleum exporters do hold GDPs on par with Nepal’s, with the only difference being
that Nepal's fund would be funded by FOREX surpluses from remittances rather than natural
resource revenues. Some funds such as the Agaciro Development Fund in Rwanda started
with initial allocations as small as 26,000,000 USD due to the nature of the fund’s contribution



Global Fund Investment Allocations & Performance

Mumtalakat Holdings Company (Bahrain) Norges Bank Investment Management (Norway)
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Source: MEED, Mumtalakat Holding Source: Norges Bank Investment Management

Temasek Holding (Singapore) Heritage & Stabilization Fund (Trinidad & Tobago)
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Source: Channel News Asia, Temasek Holdings Source: Heritage & Stabilization Fund

Ethiopian Investment Holdings

= Foreign Investment = Domestic Investment

Source: Ethiopian Investment Holdings

As the graphs suggest, there are a variety of approaches that can be taken to the investment
strategies of a sovereign wealth fund. However from the data collected it can be calculated
that funds that the best performers on average are ones that undertake mixed portfolios such

as Bahrain's Mumtalakat’s Holdings and Temasek Holdings and who maintain investments at
home and abroad.




K}lobal Performance of SWFs
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Before the COVID pandemic the best performing funds had been Temasek Holdings and
Mumtalakat Holdings which managed to outpace the Norges Bank Investment Management
with it’s large portfolio. However, these two firms also had the highest amount of contribu-
tions relative to their portfolios. It’s important that the funds have a constant flow of liquid-
ity allowing for new investments as can be seen above. Following the COVID pandemic a
majority of funds liquidated assets to fund emergency responses to the disaster, hence there
was a slow-down in profits and contributions. A notable case however is that the Heritage &
Stabilization foundation and Norges Bank Investment Management have been withdrawing
funds even pre-COVID, and still managed to maintain positive growth in their portfolios.
The graphs above are all logged for two reasons, one being that NBIM is an outlier, and two
it allows the data to be put in perspective of their portfolios. The different funds also have
different approaches to their investments, some funds like Mumtalakat are actively involved
in the decision-making of the firms theyre invested in whereas a fund like the Heritage &
Stabilization Fund are not actively involved and give liberty to the other shareholders and
executives of the firms they are invested in. These aspects are important to take into account
when looking at the performances of the firms.



Governance Framework for a Nepali SWF

Governance Structures

Throughout the dozens of Sovereign Wealth Funds around the world there is a variety of gov-
ernance structure styles that are tailored to different political systems around the world. Singa-
pore’s Temasek Holding company acts as a private entity completely detached from Singapore’s
Monetary Authority (Central Bank) while others such as Trinidad & Tobago’s Heritage Fund is
managed by a board of representatives from the Ministry of Finance. Nepal has already taken
one step forward and denoted that a Sovereign Wealth Fund would be an independent Spe-
cial Purpose Vehicle (SPV) which would give it complete autonomy over how it spends the
money and would be allowed to do so without the bureaucratic constraints of having deci-
sion-making run through different institutions. It would be beneficial if the fund maintained
a decision-making board and a separate advisory board. A decision-making board would be
comprised of experts hired by the firm or delegated by the Ministry of Finance and Rastra
Bank aswell a chairman who could be a delegated expert from Rastra Bank. Seperate from the
governing board would be a detatched advisory board of Nepali and international experts and
industry leaders would allow for insights into the global markets, provide guidance to the deci-
sion-making board. The Advisory Board would not make any decisions but rather help provide
markinsights to the governing board aswell as provide needed guidance and allow for a greater
sense of oversight to prevent mismanagement of funds. Ultimately there should also be a team
of experts for day to day

management of the fund that report on a scheduled basis (monthly or quarterly) to the govern-
ing board of the fund to monitor investments and research investment horizons.

Oversight Structures

An important aspect that must be considered when establishing an institution of the likes of
this that would command large sums of money and responsibility is oversight. It is of extreme
importance that the proper preparations are made to prevent graft or mismanagement of funds
from the SWE. Most SWFs around the world publish annual reports, one internally prepared
and another audited by a trusted 3rd party, the responsibility of auditing is often delegated to
Ernest & Young and PricewaterhouseCoopers by firms such as the Trinidad & Tobago Heritage
Fund, Bahrain’s Mumtalakat, and Norway’s Norge’s Bank Investment Management just to name
a few. As an institution managing public funds, one of the foremost priorities for leadership
should be transparency. Hence quarterly and annual reports detailing any transactions made
by the firm and payments to its leadership should be made as well as updates on the size of it’s
portfolio, debts, and cashflows no matter how small or large. A would-be Nepali SWF must
adhere to the Santiago Principles put in place for SWFs worldwide, and it’s performance should
be tracked using several indicators from third-party sources such as the GSR (Governance,
Sustainability, Resiliance) Scoreboard developed by GlobalSWF and the Edwin-Truman Index
for transparency. By utilizing these tools and adhering to international standards the would-be



Final Recommendations

As the window of opportunity for Nepal to open a sovereign wealth fund closes with every
passing day, it is of upmost urgency that the fund is made as soon as possible to take advan-
tage of the surplus that the country currently maintains. The Government of Nepal should
seize the opportunity and leverage it to achieve the goal of having Nepal become a upper-mid-
dle income by 2100 and a SWF is a pivotal tool that can spring the country to the designation.
As a result of this study some of the final recommendations to the Nepalese government are as
following.

o As the concept of a SWF has been already introduced into the FY 2081/2081 budget the
next step forward would be a parliamentary act to establish the structure of a SWF with the
recommended governance structures.

o The Nepalese government should seek to make a sovereign wealth fund governed by a
governing board of experts headed by a delegate of Rastra Bank and maintain voting with
representation all relevant governmental institutions.

o The Government of Nepal should also establish a seperate non-governing advisory board
made up of Nepali and International industry leaders and experts to provide insights, in-
dustry knowledge, and guidance to the management of the fund.

o The Nepalese government should seek to establish an oversight commitee made up of ex-
perts independent to the fund that seeks to monitor the fund for mismanagement of funds
and graft. The Sovereign Wealth Fund must also publish annual reports and be annually
audited by a trust third-party auditor adhering to international standards such as the Santi-
ago Principles.

o The Nepalese government should outline withdrawal rules that would allow only to make
withdrawals for the development and maintenance of infrastructure projects such as high-
ways, irrigation, and such projects that increase the welfare of Nepalis but may not be prof-
itable in its own. The fund would use its profits to finance such.

o Once a parliamentary act is passed establishing the institution itself through the means of
a SPV (Special Purpose Vehicle) the funding for the fund should be allocated through the
next year’s fiscal budget, ideally an initial funding of 20%-50% of the surplus, and 20% of
the surplus per annum following the initial funding.



o The Nepalese SWF should maintain a team of experts for day-to-day operations as well
as maintain itself actively involved in the decision-making processes of the firms and
projects it’s invested in with the respective experts the SWF maintains.

 Following the establishment, initial funding, and beginning of operations of the SWF the
Nepalese government should maintain a steady flow of deposits while a FOREX surplus
is maintained to ensure the growth of the firm and a base of capital for investment.

Finally, it is of upmost urgency to establish this fund and seize this opportunity. This study
concludes that a sovereign wealth fund is not only feasible but necessary for the growth of
the Nepali economy and to reach objectives such as the 2100 campaign.



References

Alhashel, B. (2018). Sovereign Wealth Funds: A literature review. Retrieved from https://www.sciencedi-
rect.com/science/article/pii/S1879933718301066

Bauer, A., & Mihalyi, D. (2018). Premature Funds: How overenthusiasm and bad advice can leave coun-
tries poorer. Retrieved from https://resourcegovernance.org/analysis-tools/publications/premature-
funds-how-overenthusiasm-and-bad-advice-can-leave-countries

Bernstein, S., Lerner, J., & Schoar, A. (2013). The investment strategies of sovereign wealth funds. Re-
trieved from https://www.nber.org/papers/w14861

Public Debt Management Office. (2018). Nepal’s public debt brochure. Retrieved from https://pdmone-
pal.gov.np/publication

Bauer, A. (2015). Six reasons why sovereign wealth funds should not invest or spend at home. Retrieved
from https://resourcegovernance.org/blog/six-reasons-why-sovereign-wealth-funds-should-not-invest-
or-spend-home

Bauer, A., & Shilleto, P. (2013). Managing the public trust: How to make natural resource funds work for
citizens. Retrieved from https://academic.oup.com/book/9780198729245/chapter/205894445

World Bank. (2018). Note on stabilization/wealth funds: A case study. Retrieved from https://docu-
mentsl.worldbank.org/curated/en/167621520893639301/pdf/124679-REVISED-PUBLIC-Note-on-sta-
bilization-wealth-funds-2018.pdf

Channel News Asia. (2023). Temasek review: Portfolio value, US, India, China investment. Retrieved
from https://www.channelnewsasia.com/singapore/temasek-review-portfolio-value-us-india-china-in-
vestment-4465621

Norges Bank Investment Management. (2023). How we invest. Retrieved from https://www.nbim.no/
en/the-fund/how-we-invest/#:~
=It%20holds%20shares%2C%20bonds%20and,Norwegian%20economy%20does%20not%20overheat

MEED. (2023). Bahrain’s Mumtalakat delays overseas investment. Retrieved from https://www.meed.
com/bahrains-mumtalakat-delays-overseas-investment/#:~
=It%20will%20continue%20t0%20hold,more%20than%202%20per%20cent



Ministry of Finance of Trinidad and Tobago. (2023). The Trinidad and Tobago Heritage and Stabilisa-
tion Fund (HSF) annual report 2022. Retrieved from https://www.finance.gov.tt/2023/06/07/the-trini-
dad-and-tobago-heritage-and-stabilisation-fund-hsf-annual-report-2022/

Ministry of Finance of Trinidad and Tobago. (2022). The Trinidad and Tobago Heritage and Stabilisa-
tion Fund (HSF) annual report 2021. Retrieved from https://www.finance.gov.tt/2022/04/11/the-trini-
dad-and-tobago-heritage-and-stabilisation-fund-hsf-annual-report-2021/

Ministry of Finance of Trinidad and Tobago. (2021). Heritage and Stabilisation Fund annual report
2020. Retrieved from https://www.finance.gov.tt/2021/05/27/heritage-and-stabilisation-fund-annual-re-
port-2020/

Ministry of Finance of Trinidad and Tobago. (2020). Heritage and Stabilisation Fund annual report
2019. Retrieved from https://www.finance.gov.tt/2020/07/08/heritage-and-stabilisation-fund-annual-re-
port-2019/

Ministry of Finance of Trinidad and Tobago. (2019a). Heritage and Stabilisation Fund (HSF) annual
report 2018: Preserving our heritage. Retrieved from https://www.finance.gov.tt/2019/08/14/heri-
tage-and-stabilisation-fund-hsf-annual-report-2018-preserving-our-heritage/

Ministry of Finance of Trinidad and Tobago. (2019b). Heritage and Stabilisation Fund (HSF) annu-
al report 2017: Meeting the mandate. Retrieved from https://www.finance.gov.tt/2019/08/14/heri-
tage-and-stabilisation-fund-hsf-annual-report-2017-meeting-the-mandate/

Ministry of Finance of Trinidad and Tobago. (2017). Heritage and Stabilisation Fund annual report
2016. Retrieved from https://www.finance.gov.tt/2017/07/27/heritage-and-stabilisation-fund-annual-re-
port-2016/

Ministry of Finance of Trinidad and Tobago. (2016). Heritage and Stabilization Fund annual report
2015. Retrieved from https://www.finance.gov.tt/2016/08/11/heritage-and-stabilization-fund-annual-re-
port-2015/

Mumtalakat. (2022). From transformation to sustainable growth. Annual report 2022. Retrieved from
https://www.mumtalakat.bh/annual-reports

Mumtalakat. (2021). Transformation with a purpose. Annual report 2021. Retrieved from https://www.
mumtalakat.bh/annual-reports

Mumtalakat. (2020). Managing change: Creating pathways to success. Annual report 2020. Retrieved
from https://www.mumtalakat.bh/annual-reports

Mumtalakat. (2019). Investing for growth. Annual report 2019. Retrieved from https://www.mumtal-
akat.bh/annual-reports



Mumtalakat. (2018). Investing in and for Bahrain. Annual report 2018. Retrieved from https://www.mumtalakat.
bh/annual-reports

Mumtalakat. (2017). Annual report 2017. Retrieved from https://www.mumtalakat.bh/annual-reports
Mumtalakat. (2016). Annual report 2016. Retrieved from https://www.mumtalakat.bh/annual-reports
Mumtalakat. (2015). Annual report 2015. Retrieved from https://www.mumtalakat.bh/annual-reports

Norges Bank Investment Management. (2023). Annual report 2023. Retrieved from https://www.nbim.no/en/
publications/reports/2023/annual-report-2023/

Norges Bank Investment Management. (2022). Annual report 2022. Retrieved from https://www.nbim.no/en/
publications/reports/2022/annual-report-2022/

Norges Bank Investment Management. (2021). Annual report 2021. Retrieved from https://www.nbim.no/en/
publications/reports/2021/annual-report-2021/

Norges Bank Investment Management. (2020). Annual report 2020. Retrieved from https://www.nbim.no/en/
publications/reports/2020/annual-report-2020/

Norges Bank Investment Management. (2019). Annual report 2019. Retrieved from https://www.nbim.no/en/
publications/reports/2019/annual-report-2019/

Norges Bank Investment Management. (2018). Annual report 2018. Retrieved from https://www.nbim.no/en/
publications/reports/2018/annual-report-2018/

Norges Bank Investment Management. (2017). Annual report 2017. Retrieved from https://www.nbim.no/en/
publications/reports/2017/annual-report-2017/

Norges Bank Investment Management. (2016). Annual report 2016. Retrieved from https://www.nbim.no/en/
publications/reports/2016/annual-report-2016/

Norges Bank Investment Management. (2015). Annual report 2015. Retrieved from https://www.nbim.no/en/
publications/reports/2015/annual-report-2015/
Agaciro Development Fund. (2022). Financial statement December 2022. Retrieved from https://www.agaciro.

rw/fileadmin/user_upload/Financial%20statement%20Dec%202022.pdf

Agaciro Development Fund. (2021). Annual report 2021. Retrieved from https://www.agaciro.rw/fileadmin/
user_upload/Annual%20Report%202021%20-%20Web.pdf

Agaciro Development Fund. (2020). Annual report 2020. Retrieved from https://www.agaciro.rw/fileadmin/
user_upload/2020%20Agaciro%20-%20Annual%20Report%20For%20Web.pdf

Agaciro Development Fund. (2018). Annual report and financial statements June 2018. Retrieved from https://
www.agaciro.rw/fileadmin/user_upload/AGDF_Annual_Report_and_Financial_Statements_ June_2018.pdf



Agaciro Development Fund. (2017). Annual report 2016-2017. Retrieved from https://www.agaciro.rw/file-
admin/user_upload/AGDF_Annual_Report_2016_17_Final_28th_Dec.pdf

Agaciro Development Fund. (2015). Annual audit financial statements June 2015. Retrieved from https://
www.agaciro.rw/fileadmin/user_upload/AGDF_Annual_Audit_Financial_statements_June_2015.pdf
Nigeria Sovereign Investment Authority. (2023). 2023 group audited financial statements. Retrieved from
https://nsia.com.ng/investor-relations/2023-group-audited-financial-statements/

Nigeria Sovereign Investment Authority. (2022). 2022 annual report
vestor-relations/2022-annual-report/

Nigeria Sovereign Investment Authority. (2021). 2021 annual report
vestor-relations/nsia-2021-annual-report/

Nigeria Sovereign Investment Authority. (2020). 2020 annual report
vestor-relations/nsia-2020-annual-report/

Nigeria Sovereign Investment Authority. (2019). 2019 annual report
vestor-relations/nsia-annual-report-2019/

Nigeria Sovereign Investment Authority. (2018). 2018 annual report
vestor-relations/nsia-2018-annual-report/

Nigeria Sovereign Investment Authority. (2017). 2017 annual report
vestor-relations/nsia-2017-annual-report/

Nigeria Sovereign Investment Authority. (2016). 2016 annual report
vestor-relations/nsia-2016-annual-report/

Nigeria Sovereign Investment Authority. (2015). 2015 annual report
vestor-relations/nsia-2015-annual-report/

. Retrieved from https://nsia.com.ng/in-

. Retrieved from https://nsia.com.ng/in-

. Retrieved from https://nsia.com.ng/in-

. Retrieved from https://nsia.com.ng/in-

. Retrieved from https://nsia.com.ng/in-

. Retrieved from https://nsia.com.ng/in-

. Retrieved from https://nsia.com.ng/in-

. Retrieved from https://nsia.com.ng/in-

Temasek. (2023). Temasek review 2023. Retrieved from https://tr23.temasekreview.com.sg/

Temasek. (2022). Temasek review 2022. Retrieved from https://tr22.temasekreview.com.sg/

Temasek. (2021). Temasek review 2021. Retrieved from http://tr21.temasekreview.com.sg/

Temasek. (2020). Temasek review 2020. Retrieved from http://tr20.temasekreview.com.sg/

Temasek. (2019). Temasek review 2019. Retrieved from https://tr19.temasekreview.com.sg/

Temasek. (2018). Temasek review 2018. Retrieved from https://tr18.temasekreview.com.sg/

Temasek. (2017). Temasek review 2017. Retrieved from https://www.temasek.com.sg/content/dam/te-
masek-corporate/our-financials/investor-library/annual-review/en-tr-thumbnail-and-pdf/temasek-re-

view-2017.pdf



Temasek. (2016). Temasek review 2016. Retrieved from https://www.temasek.com.sg/content/dam/temasek-cor-
porate/our-financials/investor-library/annual-review/en-tr-thumbnail-and-pdf/temasek-review-2016.pdf

Temasek. (2015). Temasek review 2015. Retrieved from https://www.temasek.com.sg/content/dam/temasek-cor-
porate/our-financials/investor-library/annual-review/en-tr-thumbnail-and-pdf/temasek-review-2015.pdf



