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Sovereign funds’ India assets double in 5 years

SHIFTING ATTRACTION. UAE, Saudi Arabia, Canada wealth funds prefer India over China reflecting geo-political developments

Ashley Coutinho
Mumbai

The investments of sovereign
wealth funds (SWEFs) have
seen a steady rise over the past
fewyears.

Assets under custody
(AUC) of such funds in public
markets have risen to %3.65-
lakh crore at the end of August
from ¥3.08 lakh crore last year,
data from NSDL showed. The
total AUC was ¥1.621lakh crore
in August 2018.

The total assets of six of the
top 10 SWFs investing in In-
dianequitiesrose bymorethan
50 per cent in the year to June.
The Singapore government
was the largest SWF, with in-
vestments of ¥1.76 lakh crore
at the end of June, followed by

Norway’s Norges (X76,812

crore) and Kuwait Investment
Authority (38,790 crore), data
from primeinfobase.com
shows.

Investment from Abu Dhabi
Investment Authorityrose 400
per cent to 32,885 crore, the
most in percentage terms
amongthe top 10 SWFs.

“Investments from the
United Arab Emirates has
picked up, while Saudi Arabiais
lookingat India more seriously
given the strong inter-govern-
mental relationships. Cana-

- dians have stopped investing

in Chinaandarereallocatingto
Indiaand other emerging mar-
kets,” said Gaurav Karnik, Na-
tional Leader Real Estate and
Tax Partner, EY India.

OVERTAKES CHINA

India has also overtaken China
as the most attractive emer-
ging market for investing in
emerging marketdebt, accord-
ing toa recent global survey by
American fund manager In-
vesco. “India remains the fast-
est growing emerging market,
with diminished risk owing to
the T+1 settlement cycle, rapid

SWEF investment
via FPI route
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urbanisation and increasing
purchasing power as key
drivers,” said Viraj Kulkarni,
founder, Pivot Management
Consulting.

SWFs directly invested $6.7
billion 'in India in CY22, up
from $4.3 billion the previous
year. The major sectors that
have received direct invest-
ments include healthcare, en-
tertainment, asset manage-
ment and renewables, besides
new-age and emerging sectors

SWFs investing in India
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suchasspace. meaningfully enough for many
“The key evolution in the  of them to establish a physical
participation of SWFsand PFs  presence in India,” said a re-
istheir transitionfromdeploy-  cent note by Nishith Desai As-
ingmoneyonlyaslimitedpart- ~ sociates.
ners in private equity and pub-
lic market funds managed by  MORE IN PIPELINE
 global GPstoinvestingdirectly  Saudi Arabia is now consider-
in enterprises of interest. The  ing setting up an office for its
extent of interest has grown  SWF at GIFT Cityin Gandhin-

agar. Temasek Holdings is
looking to invest $10 billion in

Indiainthe nextthreeyears.

Since 2020, SWFs have been

ted tax exemptions under
the Indian tax laws when they
invest in specified infrastruc-
ture companies directly. Such
exemption has also been ex-
tended to investments in units
of InVITS and AIFs which in-
vest in infrastructure compan-
ies. Such benefitis available for
investments made prior to
March 31, 2024, subject to a
minimum holding period of
threeyears.

“The exemption has not
only increased the net return
in the hands of SWFs, but has
also acted as a catalyst for in-
creasing SWF investments in
theinfrasector,” said Divaspati
Singh, partner, Khaitan & Co.

Singh believes private mar-
kets work as a diversifier in
SWEFs’ portfolios due to vari-
ous risk-return spectrums and
asymmetricinformation.




