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DUBAI: A former senior official at Saudi
Arabia’s central bank says he believes the king-
dom may soon change the way it manages its
oil wealth as part of efforts to protect its finan-
cial reserves in an era of cheap crude. The
Saudi Arabian Monetary Agency (SAMA) man-
ages the vast bulk of petrodollars earned by
the world’s top oil exporting country; net for-
eign assets at the central bank totaled $664.5
billion in June. Khalid Alsweilem, who man-
aged the assets as chief investment officer at
SAMA, argues the arrangement is dangerous
because the finance ministry can draw freely
on the reserves when it wants to cover budget
deficits caused by periods of low oil prices.

Since last year, exactly that has been hap-
pening: SAMA’s foreign assets have been
shrinking at an annual rate of about $120 bil-

lion. If that pace continues, reserves could in a
few years reach a level at which financial mar-
kets start to question Saudi Arabia’s ability to
support its currency. So Alsweilem is proposing
an alternative: the creation of two sovereign
wealth funds which would be shielded from
direct use by the finance ministry, plus the
introduction of rules to decouple the level of
state spending from oil revenues. “There’s an
inherent conflict of interest in the current mod-
el which we need to remove,” Alsweilem, now a
fellow at the Harvard Kennedy School’s Belfer
Center in the United States, told Reuters in a
telephone interview.

Alsweilem published his proposals last
month in a paper titled “A Stable and Efficient
Fiscal Framework for Saudi Arabia”, which he
said was intended to feed into a growing

debate about fiscal management among the
kingdom’s policymakers. Any change to how
Riyadh manages its money could affect fund
managers around the world, particularly in the
United States. SAMA’s assets are held mainly in
the form of low-risk foreign securities such as
US Treasuries and deposits at banks abroad; the
vast majority are believed to be in US dollars. 

Sovereign funds
Alsweilem is proposing the creation of a

separate sovereign Stabilization Fund, which
would have a liquid, low-yielding portfolio of
assets, and a Savings Fund, which would invest
in riskier assets and thus have higher returns
over time. The government’s annual spending
would be based on a percentage of the previ-
ous year’s spending, a percentage of the value

of the Stabilization Fund, and a transfer equal
to the long-run average real return of the
Savings Fund. Alsweilem, who said he left
SAMA in 2012 partly because he wanted the
freedom to push publicly for such reform,
argued it would smooth fluctuations in state
spending while reducing the risk of big drops
in foreign assets.

Calculations in his paper indicate Saudi
Arabia would have had net foreign assets of
$1.87 trillion at end-2014 if his reforms had
been adopted in 2005, instead of the roughly
$750 billion which was the case. It is not cer-
tain that Riyadh will build up the political
momentum for such a big change. The Shura
Council, a state advisory body, discussed a pro-
posal for a new sovereign fund last year but
reached no conclusion. Saudi billionaire Prince

Alwaleed bin Talal publicly urged the govern-
ment to create a new fund to earn higher
returns on its reserves, but Finance Minister
Ibrahim Alassaf insisted last December there
was no need for one.

However, Alsweilem said the chances of
reform were now “very high, much higher than
before”. He cited the creation of a new Council
of Economic and Development Affairs by King
Salman, who took the throne in January. The
council,  chaired by Salman’s son Prince
Mohammed bin Salman, provides a top-level
forum to consider reforms. In March, a royal
decree shifted authority over some big institu-
tional funds, such as the Public Investment
Fund, from the finance ministry to other min-
istries - a sign, Alsweilem said, of pressure for
change within the government.—Reuters

Ex-official calls for change in managing Saudi oil wealth
Foreign reserves drop as finance ministry covers deficit

GUANGZHOU: Picture shows a ‘nail house’ standing in the middle of a flyover in Guangzhou, south China’s Guangdong province. Three key indicators released by China yesterday all came in below market
expectations, the latest poor statistics for the world’s second-largest economy. —AFP (See Page 23)

BOSTON: Pope Francis heartened environmen-
talists around the world in June when he urged
immediate action to save the planet from the
effects of climate change, declaring that the use
of “highly polluting fossil fuels needs to be pro-
gressively replaced without delay.” But some of
the largest American Catholic organizations have
millions of dollars invested in energy companies,
from hydraulic fracturing firms to oil sands pro-
ducers, according to their own disclosures,
through many portfolios intended to fund
church operations and pay clergy salaries.

This discrepancy between the church’s lead-
ership and its financial activities in the United
States has prompted at least one significant
review of investments. The Archdiocese of
Chicago, America’s third largest by Catholic pop-
ulation, told Reuters it will reexamine its more
than $100 million worth of fossil fuel invest-
ments. “We are beginning to evaluate the impli-
cations of the encyclical across multiple areas,
including investments and also including areas
such as energy usage and building materials,”
Betsy Bohlen, chief operating officer for the
Archdiocese, said in an email.

The pope’s encyclical, a letter sent to all
Catholic bishops, has sharpened a debate well
underway in Catholic organizations and other
churches about divestment. But many major
American dioceses have resisted the push. “You
now have this clash between Pope Francis’ vision
of the world, and the world that the bishops who
run the investments live in,” said Father Michael
Crosby, a Capuchin friar in Milwaukee who advo-

cates socially responsible investing in the
church.

“The bishops are a very conservative group,
and I’m not hopeful this will be resolved anytime
soon.” Dioceses covering Boston, Rockville
Centre on Long Island, Baltimore, Toledo, and
much of Minnesota have all reported millions of
dollars in holdings in oil and gas stocks in recent
years, according to documents reviewed by

Reuters. The holdings tend to make up between
5 and 10 percent of the dioceses’ overall equities
investments, similar to the 7.1 percent weighting
of energy companies on the S&P 500 index,
according to the documents.

The factbox
The United States Conference of Catholic

Bishops’ guidelines on ethical investing warn

Catholics and Catholic institutions against
investing in companies related to abortion, con-
traception, pornography, tobacco, and war, but
do not suggest avoiding energy stocks. While
several organizations of progressive Catholic
nuns and priests have been actively urging ener-
gy companies to make their operations more
socially responsible, that activist approach has
not taken hold at the level of the dioceses.

A spokesman for the USCCB declined to com-
ment when asked if the organization was consid-
ering adjusting its investment guidelines after
the encyclical, deemed the most controversial
papal pronouncement in half a century. “The
Pope’s intent was to say to people: there is an
urgency on this issue,” said Frank Coleman, who
manages Catholic Responsible Investing for the
Christian Brothers Investment Services, which
has resisted calls to divest the fossil fuel share of
its $6 billion under management. “Divestment is
a good way to raise the urgency. But it is not the
be-all to end-all of solutions.”

Policy and papal visit
When Francis makes his first visit to the

United States in September, he is expected to
press lawmakers to act on climate change in a
joint session of Congress, a move almost certain
to come under attack from conservative politi-
cians who oppose his intervention in the debate.
Republican presidential candidate Jeb Bush, a
Catholic, said right before the encyclical’s publi-
cation that he doesn’t “get economic policy from
my bishops or my cardinal or my pope.”—Reuters

Pope’s climate push at odds with Catholic oil investments

PHILADELPHIA: A tourist passes cutout of Pope Francis at Making History, a
Philadelphia themed gift shop in Philadelphia. The cutouts have been popping
up in areas around the region weeks ahead of pope’s scheduled visit. —AP

India seeks 
$100m in damages

from Nestle
NEW DELHI: India’s government is seeking damages of near-
ly $100 million from Nestle for “unfair trade practices” after
the food safety watchdog banned its hugely popular Maggi
noodles brand. The government said yesterday it has filed a
suit with the country’s top consumer court for 6,400 million
rupees ($98.6 million) in damages from the Indian arm of the
Swiss food giant. India’s food safety watchdog in June
banned Nestle from making or selling noodles in the country
after tests by some states found lead levels exceeded statuto-
ry limits. 

Nestle has withdrawn the product in India but continues
to sell it elsewhere, and has always denied the charge. “We
filed the complaint with the National Consumer Disputes
Redressal Commission (NCDRC) yesterday and have sought
around 6,400 million rupees in damages,” G, Gurcharan,
Additional Secretary at the Ministry of Consumer Affairs said.
“Our complaint is over their unfair trade practices and the
court will now issue them notices to hear their response,”
Gurcharan added.

A Nestle India spokesman said the company had not yet
received official notice about the complaint with the NCDRC,
a semi-judicial body that has the power to fine companies.
“We shall be able to provide substantive response after we
receive the official papers,” said Himanshu Manglik. Nestle
India is challenging the ban on Maggi noodles in the
Mumbai high court. It had been selling the brand for over
three decades in India, and had 80 percent of the country’s
instant noodle market before the ban. —AFP


