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The Sovereign Wealth Dilemma

Sovereign wealth funds exist to protect the wealth of one generation and deliver it intact — and ideally enhanced - to the next. Yet many funds are trapped
between commodity cycles, domestic politics, and the shifting tides of global capital.
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Concentration Risk Political Interference Governance Challenges
Over-exposure to hydrocarbons or single- Reserves intended for long-term The tension between sovereignty and

asset classes creates vulnerability to market preservation are often raided during fiscal international credibility creates governance
shocks and structural economic shifts. stress, undermining the stabilisation role. conflicts. Many funds struggle to maintain
Many funds remain tethered to the same Short-term political expediency trumps operational independence whilst respecting
revenue sources they were designed to intergenerational stewardship. sovereign prerogatives.

diversify away from.

The enduring question remains: How can sovereign funds safeguard reserves across decades while remaining credible in the global arena?



Global Context: The Evolving Sovereign Wealth
Landscape

The sovereign wealth landscape has transformed dramatically since the early commodity-
based funds. Today's funds operate in an environment characterised by:

Geopolitical Fragmentation — The emergence of competing financial blocs requiring
careful navigation

» Asset Class Evolution — Traditional public market allocations increasingly insufficient
for meeting return targets

* ESG Imperatives — Growing pressure to align portfolios with climate transition and
social impact metrics

* Technological Disruption — Digital assets and fintech platforms presenting both risks
and opportunities

e Regulatory Scrutiny — Heightened examination of cross-border investments,

particularly in strategic sectors

These forces create both constraints and opportunities for sovereign wealth stewards

Sovereign Wealth Funds
®

seeking to fulfil their intergenerational mandate.



Fund Archetypes: Recognising Your Position

Sovereign wealth funds typically align to one of several archetypes, each with distinct challenges:
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Stabilisation Funds

Primary Purpose: Buffer against fiscal volatility and commodity price
fluctuations

Key Challenge: Resisting pressure to raid reserves during budget
shortfalls

Example: Chile's Economic and Social Stabilisation Fund

Savings Funds

Primary Purpose: Convert non-renewable resources into diversified
financial assets

Key Challenge: Balancing domestic development needs with
international diversification

Example: Abu Dhabi Investment Authority
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Pension Reserve Funds

Primary Purpose: Meet future pension liabilities in ageing societies

Key Challenge: Matching long-term liabilities whilst maintaining
liquidity buffers

Example: Australia's Future Fund

Strategic Development Funds

Primary Purpose: Support economic diversification and strategic
industries

Key Challenge: Ensuring commercial discipline within policy-oriented
investments

Example: Singapore's Temasek Holdings

Identifying your fund's primary archetype is the first step toward appropriate governance and allocation frameworks.



IFB's Response: Institutional Resilience

International Finance Bank Ltd provides sovereign wealth funds with Our neutrality — outside the gravitational fields of competing

neutrality, discretion, and institutional resilience through our geopolitical blocs — ensures diversification without entanglement.

comprehensive framework:

Protective Custody Structures

O Shielding reserves from domestic volatility through legally
robust custody frameworks
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Treaty-Protected Vehicles

QIQ Establishing investment vehicles with bilateral and
multilateral treaty protections that insulate capital across

political cycles

Global Allocation Access

Opening channels to premium asset classes -

'%Pé) infrastructure, private equity, renewables, and digital
platforms — under governance guardrails that withstand
scrutiny

Co-Investment Syndications

Enabling participation alongside the world's most
sophisticated managers on equal terms



Case Study: Hydrocarbon
Transition

Client Profile

A Middle Eastern sovereign fund with 85% of assets correlated to hydrocarbon prices and
facing increasing international pressure regarding climate commitments.

Challenge

The fund needed to reduce fossil fuel exposure whilst maintaining returns and preserving
domestic political support. Previous diversification attempts had been undermined by
market timing concerns and domestic opposition.

Approach Implementation

Treaty-protected allocation vehicle

outside direct political control Renewable infrastructure platform

across three continents (£4.2bn)

Programmatic rebalancing over 8
years to reduce correlation Technology venture portfolio focused

metrics on climate solutions (£1.8bn)

Parallel domestic investment in

renewable infrastructure with Domestic solar and hydrogen
skills transition development zones with

international operators

Workforce development programme
targeting 12,000 transitional jobs

Results
7 289 14
23% %
Correlation Volatility Reduction New Offers
Reduction Portfolio volatility reduction ~ New co-investment offers
In hydrocarbon correlation achieved received

from 85% to 62%

4,200

Jobs Created

Domestic renewable sector
jobs created




Case Study: Political Cycle Resilience

Client Profile

A Latin American stabilisation fund established during a commodity boom but
vulnerable to changing political priorities after elections.

Challenge

Previous electoral transitions had resulted in substantial raids on reserves,
undermining the fund's countercyclical purpose and international credibility. The
upcoming election featured candidates with divergent views on the fund's
purpose.

Approach
IFB collaborated with the fund to establish:

e A constitutional amendment requiring supermajority approval for withdrawals
above inflation-adjusted thresholds

e An offshore vehicle with bilateral investment treaty protection under UK law

e Staggered board appointments to prevent wholesale governance changes

e A dedicated communication unit highlighting the fund's intergenerational

mandate "The IFB structures not only protected our reserves but
actually enhanced our influence in global markets. We gained
Results access to co-investments that would have been unthinkable

. . . under our previous framework."
Following a contentious election:

. . e — Finance Minister, Client Nation
* Core reserves remained intact despite fiscal pressure

e The fund maintained its AA+ international rating
e New administration ultimately embraced the enhanced governance structure

e Withdrawal requests limited to predefined fiscal stabilisation formula



Sovereign Wealth Blueprint: The Four Pillars

IFB's comprehensive approach to sovereign wealth resilience encompasses four interconnected pillars:

Custody Architecture Strategic Allocation Treaty Frameworks Co-Investment Networks

Legally robust custody frameworks Diversified exposure across Bilateral and multilateral protection ~ Syndication platforms that provide

that segregate assets from geographies, asset classes and mechanisms that insulate sovereign access to premier global

domestic fiscal accounts and time horizons, balanced with capital from both domestic and investments on equal terms with

create procedural safeguards

against impulsive withdrawals.

Includes:
e Multi-jurisdictional custody
networks

e Treaty-protected holding
structures

e Governance protocols with
checks and balances

e Transparent withdrawal
thresholds

domestic development needs:

Core stability portfolios
Alternative growth allocations

Transition opportunity
investments

Strategic reserves management

international interference:

Investment treaty coverage
Diplomatic immunity provisions
International arbitration clauses

Cross-border regulatory
harmonisation

established institutional investors:

Infrastructure co-investment
platform

Private market access protocols
Technology venture syndicates

Renewables transition
consortium



Global Asset Class Diversification

Sovereign funds must balance risk, return, liquidity and developmental impact across
global markets. IFB's allocation framework provides structured exposure to:
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Global Infrastructure

Ports, airports, data centres, logistics networks and renewable energy facilities
offering inflation-linked returns and cash yield. Current focus on digital
infrastructure and energy transition assets.
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Access to premier global managers across buyouts, growth capital and venture

Private Equity

strategies. Emphasis on sectors with strong secular tailwinds and moderate
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Direct and fund investments in established technology companies and emerging

cyclicality.

Technology Platforms

platforms. Focus on enterprise software, fintech, healthtech and climate

Structured opportunities in renewable energy, storage, smart grids and sustainable

technologies.

Renewable Transition

mobility. Both developmental domestic initiatives and global commercial
investments.
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Real Assets

Commercial property, agricultural land, natural resources and commodity-linked
investments providing tangible value stores. Focus on locations with strong legal

.

Sovereign, corporate and structured credit instruments providing capital

frameworks.

Fixed Income & Liquidity

preservation and liquidity. Diversified across currencies, maturities and credit
quality.

Each sovereign fund requires a bespoke allocation reflecting its unique objectives, liability
profile and risk tolerance. IFB's approach is not standardised but tailored to specific
circumstances, timeframes and political contexts.




Governance Framework: The

Fifth Pillar

Robust governance is the critical foundation that enables all other aspects of sovereign
fund management. IFB assists in designing and implementing governance frameworks

with:

Constitutional Clarity

Clear founding documents that
specify the fund's purpose, withdrawal
rules, governance structure and
reporting requirements. Constitutional
anchoring provides protection against
capricious changes.
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Decision Architecture

Segregation of strategic, tactical and
operational decisions with appropriate
delegation. Clear documentation of
investment beliefs, risk appetite and
benchmarks to guide implementation.

International Credibility

Board Composition

Balanced representation of technical
expertise and stakeholder interests.
Staggered appointments prevent
wholesale governance changes, while
clear qualification requirements
ensure competence.

Transparency Protocols

Structured disclosure that balances
public accountability with commercial
confidentiality. Regular reporting on
performance, allocations and key
decisions within appropriate
safeguards.

Adherence to global standards such as the Santiago Principles. Participation in

international forums and peer review mechanisms to validate governance quality.

a victim of short-term expediency."

"Governance is not merely a technical matter but the fundamental architecture that
determines whether a sovereign fund fulfils its intergenerational mandate or becomes



The Engagement Process

Partnering with IFB involves a structured yet flexible engagement process tailored to

each sovereign fund's unique circumstances:

Diagnostic Assessment

Comprehensive review of current portfolio, legal structure, governance
framework and political context. Identifies specific vulnerabilities and
opportunities for enhancement.

Timeframe: 4-6 weeks

Deliverable: Confidential diagnostic report with prioritised
recommendations

Blueprint Development

Collaborative design of tailored sovereignty enhancement framework
addressing custody, allocation, treaty protections and co-investment
access.

Timeframe: 8-12 weeks

Deliverable: Detailed implementation blueprint with legal, operational and

investment components

Implementation Support

Phased execution of blueprint elements with continuous adaptation to
evolving circumstances. Includes legal documentation, custodial transitions
and allocation implementation.

Timeframe: 12-24 months

Deliverable: Fully implemented framework with operational protocols

Ongoing Partnership

Continued advisory support, co-investment facilitation and framework
refinement. Regular governance reviews and strategic recalibration in
response to changing conditions.

Timeframe: Multi-year relationship

Deliverable: Enhanced sovereign wealth resilience across political and
market cycles




Guardians of Continuity, Architects of Diversification

With IFB, stabilisation mandates and growth objectives are reconciled, not
opposed. We act as:

e Stewards of intergenerational capital preservation
» Facilitators of global market access and co-investment opportunities

* Architects of governance structures that withstand political pressures

* Guardians of independence within appropriate sovereign frameworks

Our commitment is to ensure that the wealth of today's citizens benefits
future generations, protected from both domestic volatility and
international turbulence.

Request Your Sovereign Wealth Blueprint

Contact our Sovereign Institutions team to arrange a confidential
consultation on custody frameworks, allocation strategies, treaty
protections and co-investment opportunities tailored to your fund's
specific context.

Email: sovereign@infiba.com

"The true measure of a sovereign fund is not merely its returns in a
given year, but its ability to transfer prosperity across generations
whilst withstanding the inevitable political and economic storms that
arise over decades.”
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THOPE'S BEACON.
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