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Sovereign Wealth Funds: 12 Sovereign Wealth Funds: 12 TnTn USD in 2015?USD in 2015?

Source: Morgan Stanley Research (Stephen Li Jen: ‘How Big Could Sovereign Wealth Funds be in 2015’, May 3, 2007

Commodity producers and large catching-up Asian economies will have a prominent role in the 
global allocation of savings in the next 10 years.

SWFs will invest in riskier and more diversified assets than traditional FX reserve managers
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For For SWFsSWFs, the Euro Is a , the Euro Is a ‘‘NaturalNatural’’ Investment Vehicle Investment Vehicle 

The economic rationality for SWFs:
1. C/A hedging (especially for oil/gas producers)
2. Portfolio diversification
3. Liquidity, safety, market supervision

The key parameters that will influence asset allocation by SWFs:
1. LT strength of the euro area economy
2. Commitment to keep inflation low
3. Long term political credibility of the Monetary Union

What about competition?
1. USD will remain the reserve currency of choice
2. CNY will progressively become the ‘other’ main contender of the USD
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