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Abstract

While the countries of the Gulf Cooperation Council (GCC) can claim over half of SWF
assets globally, the largest and most strategically important state, the Kingdom of
Saudi Arabia, has heretofore lacked a dedicated investment fund. This paper challenges
some of the conventional wisdom on SWFs in explaining the Saudi government's
reticence to launch an SWF and its recent decision to cautiously move in this direction.
First, while Washington policy makers raise fears of enemies using SWFs against US
interests, Saudi foreign assets have been used in support of its continuing alliance with
the United States. And second, while critics decry the lack of transparency of SWFs, the
Saudi launch of a new SWF could represent a move toward greater transparency, by
working to separate “private” sovereign funds from “public” ones. Indeed, the launch of
a SWF fits into a broad pattern of reforms rationalising Saudi governing institutions as
King Abdullah has moved to control spendthrift princes, to streamline decision making,
and to attract more foreign investment.
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