
SEPTEMBER 2017

THE GULF STATES’ SOVEREIGN WEALTH FUNDS:
QATAR

BY CAROLINE BELMONTBY CAROLINE BELMONT



1

2

3

4

NOTE FROM THE PRESIDENT

is a key focus of our mining development research because of the sector’s direct impact on local com-

issue in the country. 

In this report, we present historical challenges facing the ASM sector in Africa, evaluate the situation in 
the Ivory Coast, and propose several policy reccomendations. We hope you enjoy and share this report, 

                                                                                                             
                                                                                                               
                         Sincerely, 

Yianni Nikolaou
Founder and President 

Qatar has found a way to successfully diversify its economy into several sectors. Its balance between 
growth and spending is admirable considering the rapid and large investments its neighbors have 
made. In this report we analyze how Qatar has managed its substantial wealth originating from its 
LNG and oil resources. We hope you enjoy and share this report. 
    

NOTE FROM THE PRESIDENT

Our Gulf States’ sovereign wealth funds series will be concluded with our next report on Oman.
 

    



INTRODUCTION
As of 2005, Qatar has been the world’s top exporter of liquefied natural gas (LNG). While the rest 
of its Gulf neighbors were exploiting their oil resources during the oil price boom of the 1970s, 
Qatar had just begun to discover its natural resource endowment, and it was not until 1997 that it 
first exported LNG. To help manage the sudden influx of LNG wealth, the Qatar Investment Author-
ity was formed in 2005 (though it was unofficially operating as early as 2002) with a mission “to 
invest, manage, and grow Qatar’s reserves to create long-term value for the State and future gen-
erations” and “to support the development of a competitive Qatari economy, facilitating economic 
diversification and developing local talent.” This sovereign wealth fund is now managing over US 
$256 billion making it the fastest growing sovereign wealth fund in the region. Part of this endow-
ment is also made up of domestic, non-natural resource related assets which were “assigned to 
Qatar Investment Authority with the objective of improving the oversight and coordination.” In this 
sense, the Qatar Investment Authority is not only a typical sovereign wealth fund, but also an 
active manager of some domestic resources.

         Its initial commitment to transparency, or at least the appearance of it, was demonstrated in 
2008 when it played crucial roles in establishing the International Forum of Sovereign Wealth 
Funds and defining the Santiago Principles. However, in a study of Santiago Principle compliance 
published by GeoEconomica in 2013, the Qatar Investment Authority ranked second to last, ahead 
of Bahrain, in compliance (see Figure 14). Sven Behrendt, GeoEconomica’s managing director, 
explained this phenomenon by saying, “Many of the sovereign wealth funds thought that by simply 
signing the principles, the international community would believe they would implement them. This 
implementation needs to be disclosed so that it can be verified by third parties.” 
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Figure 14: Santiago Compliance Index 2013
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      GeoEconomica attributed the lack of compliance to the fact that the Qatar Investment Authority 
is relatively new and is one of the most activist firms on the list, but some of the much older sover-
eign wealth funds in the area, including the Abu Dhabi Investment Authority and the Kuwait Invest-
ment Authority, are also only rated “partly compliant,” showing that the funds are not guaranteed 
to become more transparent or Santiago Compliant with time. The report closed its discussion on 
the Qatar Investment Authority by saying it “could substantially enhance its position as an estab-
lished financial market participant if it made a bold move towards embracing and implementing 
substantial parts of the Principles.”

The Qatar Investment Authority does report to the Supreme Council for Economic Affairs and 
Investments, which must approve its strategy and approve the budget, among other tasks. The 
Council is made up of the Emir, the Prime Minister, the Minister of Energy and Industry, the Minis-
ter of Finance, the Minister of Economy and Trade, the Governor of the Central Bank, the Eco-
nomic Adviser to the Emiri Diwan, the CEO of the Qatar Investment Authority, and a Representa-
tive of the Development Bank. Though this does not fulfill the Santiago Principle definitions of 
accountability, nor give Qatari citizens access to information regarding where Qatar’s funds are 
being invested, it may minimize corruption from the Supreme Council’s view in the same way that 
Abu Dhabi’s Accountability Authority may be able to check the Abu Dhabi Investment Authority’s 
actions internally. 

Though the procedures have not been made public, apparently clearly defined steps are required 
for the funding, investment, and withdrawal strategy of the Qatar Investment Authority. As men-
tioned when discussing the Kuwait Authority’s rigorous withdrawal policies, the regulations 
surrounding fund withdrawals must strike a balance between being strict enough to maintain a 
strong portfolio, and lenient enough so that the government can withdraw funds when necessary 
to prop up growth in the domestic economy, particularly when oil and gas prices fall.
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      Investments are also not publicly disclosed, but the Qatar Investment Authority states that its 
approach is “based on prudent risk management,” not subject to conventional short-term perfor-
mance measures, with the objective to “achieve a superior and sustainable rate of return within 
levels of risk defined by the Supreme Council for Economic Affairs and Investments.” Exactly what 
these levels of risk are or what can be defined as “prudent” is unknown, but these seem to be wise 
guidelines if they are actually followed. Some information about the Qatar Investment Authority’s 
investments have been made public by the firms in which it is invested, including Volkswagen, 
Glencore, the Agricultural Bank of China, Royal Dutch Shell, Siemens, Vinci, and Iberdrola. In 
2015, all of these companies had significant losses, and the Financial Times estimated that the 
Qatar Investment Authority had lost US$12 billion, US$8.4 billion of which could have been due to 
Volkswagen’s downturn after their emissions scandal.
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        This demonstrated the risk of investing significant amounts in private equity rather than more 
stable fixed income strategies. However, these firms are not usually regarded to be as risky as 
they were in 2015. Forbes criticized the Financial Times’ large loss assumption by saying that it 
was impossible to know exactly how much Qatar had invested in these firms and therefore how 
much they had lost, but more importantly, funds like the Qatar Investment Authority are focused 
on long-term returns, not reacting to each dip and movement in the market. In the long term, 
investments in companies like Volkswagen are predicted to give steady returns, and they should-
not be overly concerned about downturns on a quarterly basis.

         The Qatar Investment Authority also owns Qatari Diar, a property investment company that 
owns the Shard in London and the Olympic Village in London, among other high profile properties. 
One of its first projects was Lusail City, a “smart” city very similar to the Masdar City project in the 
Abu Dhabi. Again, this project has the potential to create a new type of sustainable living environ-
ment that could reduce climate change and have tremendous positive effects, but it is also a mas-
sive investment with little guaranteed returns. These investments do not indicate the type of 
risk-adverse behavior that would be expected of a savings fund meant to create steady returns for 
future generations, but the Qatar Investment Authority may have such a large surplus of funds that 
it is not overly concerned with ensuring its investments are safe, making it more of a state invest-
ment fund than a savings fund.

         Qatar had also made significant investments in diversifying its domestic economy before the 
formation of the Qatar Investment Authority. In 1994, it started the Qatar Foundation for Education, 
Science and Community Development as a way to “lead human, social, and economic develop-
ment of Qatar.” Since then, the Qatar Foundation created Education City, located just outside of 
Doha, which is now home to multiple partnerships between Qatar and other institutes and univer-
sities, including the RAND-Qatar Policy Institute, Virginia Commonwealth University, Weill Cornell 
Medicine-Qatar, Texas A&M University at Qatar, Carnegie Mellon University Qatar, Georgetown 
University of Foreign Service in Qatar, Northwestern University in Qatar, HEC Paris, and the Uni-
versity College London. These universities have attracted students from around the world and 
have brought Qatar closer to achieve the goal set in its “2030 Vision” to “use the vast revenues 
from its substantial hydrocarbon resources to transform itself into a modern knowledge-based 
economy.” Education City is not just an educational oasis meant to bring international students to 
Qatar, but it has also benefitted Qatari students immensely. According to the universities in Educa-
tion City that have spoken about the admissions processes, priority is given to qualified Qatari 
citizens and about forty percent of students in Education City are Qatari.

         This project is, however a huge risk, both financially and culturally. To attract these universi-
ties, the Qatari government gives each of them more than US$320 million each year, showing their 
dedication to establishing the state’s reputation as a center of learning and innovation, even when 
the price tag is extremely high. Qatar is also known for its strict interpretation of Islam and is the 
only state, aside from Saudi Arabia, that declares Wahhabism as its official religion.
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         Inviting western universities to educate its people seems like a contradiction to these beliefs, 
and could threaten the strict rule that the Emir has on free speech, democracy, and other western 
values. However, Education City does have considerable benefits beyond the education of Qatari 
citizens and attracting foreign human capital. Both Barak and Michelle Obama have visited Educa-
tion City as well as the strategic United States Al Udeid air base, and these symbols of alliance 
with the world’s largest military power have helped solidify Qatar’s soft power in an unstable 
region, indirectly protecting Qatar’s natural gas resources as well.

         Qatar has also gained significant soft power through its ownership of various media sources, 
including the Al Jazeera Media Network, based in Doha and partially funded by the ruling House 
of Thani. Al Jazeera was founded in 1996 after BBC Arabic was shut down after Saudi Arabia 
attempted to censor BBC coverage of executions in Saudi Arabia. As a way to sustain influence in 
the media, the Emir of Qatar provided a loan to Al Jazeera and promoted its growth. The network 
has now expanded to include Al Jazeera English, Al Jazeera Balkans, Al Jazeera Sports, AJ+, and 
other stations which can be accessed in over 100 countries. Though there have been accusations 
of the Qatari-owned news source as a propaganda machine used by the House of Thani to manip-
ulate Middle Eastern affairs and Western views of issues in the Arab World, even these criticisms 
say that Al Jazeera is “a pernicious, if effective, tool of foreign policy.” The network has been the 
center of a significant amount of controversy, from supporting the contentious Muslim Brotherhood 
in Egypt during the overthrow of President Morsi, to being accused of being overly sympathetic to 
Hamas, to being sued a former Al Jazeera journalist for US$83 million, but it has successfully 
nonetheless brought western attention to the tiny state of Qatar, associating it with successful 
media outreach and more free speech than other Gulf states. This visibility and connectivity to the 
rest of the world is critical to Qatar’s defense strategy, as it allows an area with a population of just 
over two million to maintain control over its offshore LNG resources and defend itself from manipu-
lation from larger and more militarily powerful nations in the Gulf.
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GEOPOLITICAL ASPECTS OF OIL REVENUES
         The majority of Qatar’s natural gas resources come from a single offshore area in the Persian 
Gulf that is split between Qatar’s North Field and Iran’s South Pars Field (see Figure 15). The 
Iranian side has been severely underutilized and Iran would need to make a deal to use Bahrain’s 
refining facilities if it were to fully tap its resources in South Pars. This does not seem probable, so 
South Pars will likely remain underdeveloped in the near future. If, however, Iran does decide to 
further tap the South Pars Field, it may also try to gain access to the North Field, or the two coun-
tries may engage in a race to extract as much as possible for themselves, flooding the market and 
causing LNG prices to fall. 
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28

         Qatar’s military is far too weak to successfully defend the North Field from Iran, but a strong 
relationship with the United States may be a strong enough deterrent to stop Iran from encroach-
ing on Qatari territory. Qatar’s strategy of bringing in western investment and influence, housing 
an American Air Base, hosting the 2022 World Cup, and gaining influence around the world 
through its media outreach has given the small state tremendous soft power, which may be a 
better defense than any military system it could ever develop.

  

  . 
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Figure 15:  South Pars and North Field oil field in the Persian Gulf

  Source: Finding Petroleum 2013

MANAGEMENT OF OIL WEALTH
         Since discovering its significant LNG resources, Qatar’s gross national product has expanded 
exponentially, and it has managed this influx of wealth wisely for the most part, though many of its 
projects have been more focused on image than productivity.  Perhaps because of this delay in 
natural resource windfalls, Qatar has been much more prudent with its wealth than its Gulf neigh-
bors. In the past twenty years, GDP has growth exponentially, with a compounded annual growth 
rate of 19 percent from 1994 to 2014.  As the Qatar National Vision 2030 put it, “The country’s 
abundant wealth creates previously undreamt of opportunities and formidable challenges.” That 
document stresses the idea of not only having growth in GDP and economic well-being but also 
“modernization and preservation of traditions, the needs of this generation and the needs of future 
generations, managed growth and uncontrolled expansion… and economic growth, social devel-
opment, and environmental management.” 
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         As shown in Figure 16, government revenue growth has remained smooth over time regard-
less of oil prices, with the exception of the dip in revenue in 2009 which was caused primarily by 
the global economic crisis rather than low oil prices. Government spending has also grown 
smoothly over the time period displayed and, though it has grown, it has maintained a lower 
growth rate than revenues, demonstrating the government’s dedication to consistent growth rather 
than over-spending, even when it has the means to do so.

  

  . 

  

Figure 16: Qatari Government Spending and Expenditure as compared with 
Oil Prices

Source: U.S. International Energy Information Administration, IMF Macroeconomic Statistics

         If these trends continue, Qatar looks well prepared to handle fluctuations in oil prices while 
maintaining a strong government surplus and placing its excess surplus into its sovereign wealth 
funds, creating even higher diversification and government revenues in the long-term.

  

  . 

  

CONCLUSION
         In the past twenty years, the State of Qatar has evolved from a tiny state in the middle of the 
Persian Gulf with little significance on the global geopolitical scale to one of the most visible and 
internationally significant countries in the Middle East. This transition has been full of contradic-
tions, as evidenced by its strict Muslim values functioning alongside strong relationship with West-
ern governments and universities as well as its wealth management strategy – a combination of 
pioneering western standards and leaving control to a secretive Emir. Qatar’s government 
surpluses and third highest GDP per capita in the world (at US$96,732 as of 2015) give it the liber-
ty to continue spending on extravagant projects like the World Cup, Education City, and worldwide 
media outlets, but it should be sure to save its revenues wisely while continuing to grow the Qatar 
Investment Authority in a way that is conducive to long term growth and savings, as outlined in the 
Santiago Principles.
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