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A Study on the Current Development and Future
Prospects of Global Sovereign Wealth Funds

Yan-Bin Huang

Analyst
Economic Research Department, CEPD

Abstract

In recent years, newly industrialized economies have taken
advantage of rapid economic growth and surging commodity prices to
rack up large trade surpluses and accumulate huge foreign exchange
reserves, which has fueled a speedy expansion in the scale of
sovereign wealth funds (SWFs). The economic influence of SWFs in
their homelands and invested countries may be seen as a double-edged
sword, as ultimately determined by their interaction with the
governing authorities in each country. In face of the potential for
politically motivated investment by SWFs, the international com-
munity has set some game rules to regulate the behavior of both the
funds and the countries in which they invest, with a view to
safeguarding the funds’ lawful investment benefits and curtailing
financial protectionism. Whether Taiwan should establish an SWF has
generated widespread discussion, and the future development of the
SWF-like National Development Fund calls for continuing close
attention. This study recommends that, at this stage, Taiwan can
integrate related funds to establish an SWF that supports the
development of strategic industries. Also, the government can review
and adjust current investment laws, with reference to international
norms, so as to help attract investment of foreign capital in major
infrastructure projects, and thereby promote national economic
development.
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