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Abstract

This essay presents an exploration of
climate-related sovereign wealth fund
(SWF) investments and their implications
for financing energy transitions within

Africa, Nigeria, and developing economies.

It considers the investments within a
broader fiscal policy approach from a
climate and systemic risk angle. SWEF’s
primary  function of savings and
stabilization ~ for  resource-dependent
economies has evolved to climate
accountable governance and investments.
This paper utilizes comparative
institutional and thematic meta-analysis
techniques to examine governance issues,
stranded-assets, and SWEF’s potential
contributions via green-blended finance
and investments in renewable energy
infrastructure in financially constrained
economies. It identifies an existing tension
between the stabilization in the short term
and the sustainability in the long term. It
suggests the alignment of SWEF’s
governance, fiscal net frameworks on
national WSWGs of SW and SNO targets
via adaptive governance, accountable
frameworks, and reinvestment at the
national level. Improved SWF
transparency and  blended  finance
innovation should enable SWF to lead the
provision of climate equity and fiscal
energy transition to emerging economies.

Keywords: Energy Transition; Sovereign
Wealth Funds; Green Finance; Fiscal
Policy; Sustainable Investment
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Introduction

Now more than ever, there is a need for
low-carbon infrastructure, clean
technology, and strong, resilient energy
systems (IPCC, 2021). This is because of
the urgency of the global imperative to
limit warming and reach net-zero
emissions. Sovereign wealth funds (SWFs)
might be able to help resource-dependent
emerging economies (especially those in
Africa, and other parts of Asia and Latin
America) to finance energy transitions
while still retaining macro-fiscal balance
(Bahoo, Alon, & Paltrinieri, 2020; Tsani &
Overland, 2020). This is because of the
general lack of funding for these
economies. SWFs are changing in this
regard, as part of a larger paradigm shift
pertaining to the climate crisis and the
threat of stranded fossil-fuel assets
(McGlade & Ekins, 2015; Welsby et al.,
2021). Consequently, climate risk must be
embraced within SWF  governance,
rewritten mandates, and new climate-
aligned investment strategies (Caldecott &
Harnett, 2019; Nilsen, Sjafjell, &
Richardson, 2019).

In emerging economies, like Nigeria, the
dilemma is more challenging. Senior
managers must balance  short-term
developmental and fiscal requirements, on
the one hand, and long-term sustainability
on the other, while considering limited
fiscal space and the propensity to climate-
related financial risks (Mawejje, 2024;
Bolton et al., 2020; D’Orazio, 2025). The
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ability of sovereign wealth funds (SWFs)
to drive green investments is further
limited by the weak institutional
frameworks, poor transparency, and fragile
financial systems (Dafermos, Nikolaidi, &
Galanis, 2018). In this light, the need to
address persistent questions becomes
apparent, namely: How can the SWFs be
restructured to sustain financial assistance
for the green transition while maintaining
overall balance in the economy? Which
fiscal, institutional, and market barriers
inhibit the SWFs from exercising a more
pronounced catalytic role? and which of
the available policy instruments—blended
finance, green bonds, or perhaps domestic
renewable infrastructure financing, among
others—would best align SWFs with the
country’s net-zero strategy? Responding to
these questions, this paper explores the
potential to reposition sovereign wealth
funds (SWFs) as flexible fiscal instruments
for climate-adaptive equity development
across Sub-Saharan Africa and other
emerging economies.

Significance

This research brings together the fields of
climate finance, public economics, and
development policy. It develops SWF
reform and green investment strategies for
low-capacity, resource-dependent
economies, which helps to develop
actionable policy templates for
government decision-making in Africa and
other emerging markets dealing with a
triple development, fiscal, and climate
challenge.

Aim and Objectives

The focus of this study is to identify the
value of potential sovereign wealth funds
in Nigeria and other African countries in
financing pathways aimed at an energy
transition by undertaking necessary
reforms in policies, governance, and
financing. This is being achieved through
the diagnosing of ‘institutional constraints
in less developed countries, comparing
sovereign wealth fund models, and fiscal
frameworks and the designing of balanced
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context-sensitive  policy  frameworks,
which attempt to integrate ‘green’
investment’ (Bahoo et al., 2020; Mawejje,
2024).

Conceptual and Theoretical Framework
SovereignWealthFundsandDevelopment
al Fiscal Theory

Sovereign wealth funds fulfil several
primary fiscal functions, which include
balance sheet stabilization, saving, and
investment. They serve as a counter-
cyclical buffer for resource-dependent
economies (Gelb, Tordo, & Halland, 2014).
Under developmental fiscal theory, SWFs
can shift from stabilization roles to a more
aggressive, proactive, developmental focus
to drive the country and the “fisc” through
climate transitions (Bahoo et al., 2020;
Tsani & Overland, 2020). Operational
alignment with climate goals actively
integrates SWFs into green fiscal SWM
(strategic weight management) and long-
term sustainability (Ackah, 2021).

Green Investment Policy and Ecological
Modernization

The theory of ecological modernization
supports green investment policies by
encouraging the redesign of fiscal and
market structures for innovation and the
use of technology to promote growth
unlinked from carbon emissions (Heffron,
2018; Ulucak & Kassouri, 2020). SWFs
have the capacity to galvanize green
capital and promote the construction of
renewable energy facilities as a means of
facilitating industrial diversification and
job creation within the economy (Xie &
Jamaani, 2022; Hossain et al., 2024).

Governance Structures

and Transparency

As much as the effectiveness of a SWF
hinges on the quality of governance,
accountability, and adherence to the
Santiago Principles, it also depends on the
absence of political meddling and the
presence of institutional capability (Nilsen,
Sjafjell, & Richardson, 2019). SWF
performance in most Sub-Saharan African
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economies suffers from weak institutional
capacity and  political  meddling.
Consequently, the integration of the ESG
principles and open channels for credible
and equitable reporting will serve to
enhance SWF  performance  (UN
Environment, 2018; Wurster & Schlosser,
2021).

Climate, Energy, and Financial

System Risks

The global and national systemic risk
interdependence model incorporates the
interplay of the climate, energy, and
financial systems and the cross-sectional
and sectoral vulnerabilities within global
transitions (Hoffart et al., 2024). Systemic
risks can be exacerbated by volatile energy
markets, sovereign debt, and capital-flow
shocks (Feyen et al., 2020). Climate-
sensitive diversification of SWF portfolios
and a stronger focus on non-debt financial
instruments  for  green/brown  SWF
investments will improve SWF portfolio
resilience, strengthen  macroeconomic
stability, and enhance overall economic
stability (Ehlers et al., 2023; D’Orazio,
2025).

Literature Review

Global Perspectives on

Energy Transition Finance

Mobilizing capital to meet the goals of net-
zero emissions alongside sustainable
development is unprecedented (Stern &
Stiglitz, 2023; IPCC, 2021). Underwriting
the  climate-finance gap is the
incorporation of climate risks to the
balance sheets of financial institutions, the
development of new financial instruments
such as green bonds and blended finance,
and climate risk stress testing (Ehlers et al.,
2023; Bolton et al, 2020). Lack of
adequate financial structures, the reliance
on fossil revenue, and low credit ratings all
contribute to the financing gaps in
developing economies (Feyen et al., 2020;
D’Orazio, 2025). To unlock private sector
financing and  provide sustainable
frameworks, climate risks and
opportunities need to be integrated into
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strategic and operational fiscal frameworks
(Dafermos et al., 2018).

Sovereign Wealth Funds and Fiscal
Stabilization Roles

Originally, sovereign wealth funds aimed
for macroeconomic stabilization and
intergenerational savings, especially in
resource-dependent economies (Bahoo,
Alon, & Paltrinieri, 2020; Gelb, Tordo, &
Halland, 2014). More recent reforms view
SWEFs as strategic investors, advocates of
sustainable infrastructure building and
diversification (Tsani & Overland, 2020).
An ethical investment model exemplifying
integration of environmental and social
governance is Norway’s Government
Pension Fund Global (GPFG) (Nilsen,
Sjafjell, & Richardson, 2019). Conversely,
African SWFs, especially Nigeria’s
Sovereign Investment Authority (NSIA),
are  encumbered by  governance,
transparency, and capital allocation issues
that undermine developmental potential
(Ackah, 2021; UN Environment, 2018).

Green Investment Policies

and Innovation Drivers

Green investment policies prioritize
renewable energy and eco-innovation as a
means of decoupling growth from
emissions (Ulucak & Kassouri, 2020; Xie
& Jamaani, 2022). Empirical work shows
that digital finance, coupled with green
technological innovation, improves
sustainability within developing
economies (Hossain et al., 2024).
Environmental  taxation and  fiscal
incentives stand as policy tools that are
able to effectively mobilise resources
targeted at green infrastructure (Heffron,
2018; Yunzhao, 2022). Nevertheless,
Africa and other emerging economies face
barriers to implementation, owing to a
combination of limited institutional
capacity and policy incoherence (Chishti et
al., 2024).

Fiscal Vulnerabilities and Institutional
Constraints
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Studies focused on vulnerabilities within a
nation’s fiscal structure outline how
developing  countries’ reliance  on
commodities makes them susceptible to
external shocks and obligated long-term
debt (Mawejje, 2024; D’Orazio, 2025).
Issues concerning governance, particularly
in terms of corruption and the weakening
of fiscal rules and wundue political
influence, hinder the effectiveness of
sovereign wealth funds (SWFs) in
performing  the critical roles  of
stabilization and sustainability (Wurster &
Schlosser, 2021). Results from
comparative studies show that in instances
of effective fiscal management and explicit
governance mandates, SWFs tend to have
a greater positive impact on the
achievement of national development
goals (Caldecott & Harnett, 2019). The
strengthening of fiscal institutions and the
upholding of transparency remain a key
factor in the implementation of climate-
aligned fiscal policies within the African
continent (UN Environment, 2018).

Emerging Frameworks and Integrated
Approaches

The integration of climate, finance, and
energy policies creates a risk landscape
comprised of multiple dimensions that is
in need of unified governance (Hoffart et
al., 2024). Recent publications from the
IMF and the World Bank highlight the
cohesive alignment of fiscal, financial, and
environmental policies as a means of
unlocking capital for green financing
(Ehlers et al., 2023; Feyen et al., 2020).
The One Planet SWF Initiative is an
example of how cross-border collaboration
can improve climate-related disclosures
and portfolio alignment with goals of the
Paris Climate Agreement (Caldecott &
Harnett, 2019). Contemporary studies
center on the new priority of adaptive,
integrated  frameworks, centered on
equilibrium of macroeconomic factors and
ecological transition goals for developing
countries (Dixon & Monk, 2014; Tsani &
Overland, 2020).
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Methodology

Research Design

This research uses a mixed-method
approach that combines analyses of energy
transition finance, sovereign wealth funds
(SWFs), and green investment policies
within  Africa and other emerging
economies within a qualitative and
quantitative  framework. The mixed
approach facilitates triangulation among
empirical research, macroeconomic
indicators, and  policy = documents
(D’Orazio, 2025; Chishti et al., 2024). The
study analyses comparative case studies of
Nigeria, Angola, and Norway to delineate
the structural and governance aspects of
SWFs and their role in financing low-
carbon transitions (Ackah, 2021; Tsani &
Overland, 2020). This approach is aimed
at capturing the multifaceted nature of
energy  transition  finance,  which
encompasses  fiscal, financial, and
environmental aspects (Bolton et al., 2020).

Geographical Focus and Its Context

The investigation examines countries in
Africa and those classified as emerging
economies that have considerable fossil
reserves and sovereign wealth fund (SWF)
activities. In this regard, Nigeria is key
because of its reliance on oil rents and
initial attempts to incorporate transition
finance within the energy hierarchy into
the public finance policies of the energy
transition (Mawejje, 2024). Angola and
Botswana are additional countries in
Africa to be analyzed for comparative
purposes, as they have similarly
constituted SWFs based on natural
resources. Norway is useful as a reference
point for the most developed examples of
integrating green finance into SWFs
(Nilsen et al., 2019). This is pertinent to
the analysis of fiscal fragility and
macroeconomic equilibrium, as well as the
institutional ability to implement financing
for green economic shifts (Feyen et al.,
2020).

Sources and Strategies for
Data Collection
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This study utilizes both primary and
secondary data. For secondary data, |
utilized reports from the International
Monetary Fund (Ehlers et al., 2023), the
World Bank (Feyen et al., 2020), and
UNEP (2018) as well as other scholarly
works on SWFs and green investment. For
primary data, | conducted semi-structured
interviews with stakeholders from the
Nigerian Sovereign Investment Authority
(NSIA), Ministry of Finance, and energy
regulators. Heffron (2018) prompted the
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use of document analysis for the
interpretation of fiscal policy frameworks,
national development plans, and climate
finance strategies. | used official
publications and databases to collect
quantitative data on SWF portfolio
allocations, investments in renewable
energy, and fiscal performance indicators.

Table 1. Key Variables and Indicators
for Analysis

Variable Indicator Source

SWEF Investment Allocation | Share of green vs. fossil | NSIA Annual Report, 2024
assets (%)

Fiscal Sustainability Budget balance to GDP | World Bank, 2024
ratio

Renewable Energy | Installed renewable | IEA, 2024

Investment capacity (MW)

Carbon Emission Intensity | CO. emissions per GDP | IMF, 2023
unit

The variables outlined above—SWF policy analysis allows for a layered

investment allocation, fiscal sustainability,
renewable energy investment, and carbon
emission intensity—comprise the basis for
this work and for the SWF effectiveness
assessment in financing the energy
transition. They provide the necessary
variables to measure the relationship
between the fiscal balance and the
outcomes of green investment, facilitating
an initial comparative assessment within
the context of African and other
developing economies (Mawejje, 2024,
D’Orazio, 2025).

Analytical Framework and Techniques

approach to the analysis framework
(Monasterolo &  Gallagher  2021).
Descriptive statistics and comparative
analysis delineate the differences among
countries with respect to the governance of
sovereign wealth funds (SWFs) and the
performance of green investments.
Qualitative content analysis uncovers the
fiscal narratives and strategic motives
embedded in policy and interview texts
(Bahoo et al. 2020). The framework is
consistent with the climate-finance-risk
model from Hoffart et al. (2024), bridging
fiscal governance and the outcomes of the
energy transition.

A combination of macro-financial
modelling, institutional analysis, and
Figure 1: Conceptual Data Flow and Analytical
Framework
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o
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Illustrates the data flow and analytical
framework  for  assessing SWFs’
contribution to the energy transition. This
figure clarifies the mixed methods
approach to the SWFs’ contribution to
financing the energy transition. The aim is
to provide clarity of approach in terms of
the integration of qualitative and
quantitative methods and the systematic
nature of the evaluation to provide rigor to
the analysis and link the inputs with the
outcomes, thereby providing proof of
transparency and repeatability (D’Orazio
2025).

Reliability, Validity and

Ethical Considerations

The use of multiple data sources and
checking datasets concerning policies and
finances were effective in ensuring
reliability. As for validation, the alignment
of the data collection instruments to
frameworks established by international
finance institutions and green finance
models (Bolton et al., 2020; Caldecott &
Harnett, 2019) was helpful. Ethical
considerations included obtaining
informed consent, ensuring anonymity in
presenting the interview data, and meeting
the ethical approval requirements of the
institution. Throughout the entire research,
ethical international research standards
were followed, especially in maintaining
confidentiality and integrity of the data.

Results and Discussion
Macroeconomic Outcomes of Energy
Transition Finance
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Looking at the fiscal and macroeconomic
indicators, the inclusion of energy
transition finance in sovereign wealth fund
(SWF) strategies has shown that countries
gain more stability and resilience towards
commodity shocks. For instance, in
Nigeria, there has been a correlation
between oil revenue volatility mitigation
and budget balance improvements, within
the SWF allocated to renewable energy
projects (Mawejje, 2024; D’Orazio, 2025).
Emerging African economies with lower
institutional capacity displayed much more
limited fiscal stabilization,  which
underscores the importance of governance
and policy coherence (Feyen et al., 2020;
Bolton et al., 2020).

Sovereign Wealth Fund Performance
and Green Portfolio Shifts

The sovereign wealth funds (SWFs) are
increasing their investments in greener
assets. Portfolio analyses demonstrate this
gradual shift. Table 2, for example, shows
the allocation differences between greener
and fossil-based assets in the portfolios of
Nigeria, Angola, Botswana, and Norway.
Norway continues to dominate while
African SWFs are concentrated on fossil
assets, justified by the lack of political
diversification as well as investment
constraints (Nilsen et al., 2019; Wurster &
Schlosser, 2021).

Table 2. Comparative SWF
Asset Allocation (2024)

Country Green Assets (%0) Fossil Assets (%) Total SWF Value
(USD Billion)
Nigeria 18 82 4.5
Angola 12 88 3.2
Botswana 20 80 1.5
Norway 55 45 1,500
The predicted growth of green assets for economies.  Nigeria and Angola are

the next five years, reflected in Figure 2,
shows the possible sale of investments to
be made in greener assets in emerging
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billion) are well below the predicted value
for SWFs, while Botswana (£1.5 billion)
remains below the average value for SWFs
in Africa. Norway (£1,500 billion)
maintains a SWF well above the value of

others. Norway’s green assets consist of 55%

of its total SWF value, while Nigeria,
Angola, and Botswana remain below 20%
in investments. The table outlines the
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value and proportions of green and fossil
assets in Sweden’s SWF and in the other
four countries. The challenges faced by
African SWFs in diversifying their
portfolios lead to the need for greater
political and governance reforms for a
functional political environment (Nilsen et
al., 2019; Wurster & Schlosser, 2021).

Figure 2: Trend of Green Asset Growth in
SWFs (2019-2024)
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The cross-border SWFs trend illustrates
gradual but uneven increases in
comparison to Norway. Regarding Norway,
the SWFs to cross borders move to
predictable increases on Norway’s SWFs
and Norway’s  ethical investment
framework. This provides the underlying
foundation for the unmatched ethical
investment frameworks and the guidelines
set for predicted cross-border SWFs.
Presents gradual SWFs and predicted
increases in ethical frameworks. Norway
marked the desired ethical investment
framework showing the predictable growth
emphasis of the ethical investment
framework put in place. This shows the
active heterogenous ethical investment
frameworks expected. The justification
serves predicted growth emphasis. St
serves predicted growth expected for
SWFs. Predictable changes on moderate

2019 2020 2021

2022 2023 2024

growth expected on the ethical investment
SWFs and marked desired growth
emphasis on Norway’s ethical investment
guidelines. Swap expected Norway
marked desired estimated predicted growth.

Fiscal Policy Dynamics and Climate
Resilience

Figure 3 describes the relationship and
interaction of the fiscal SWFs across
borders and cross-border SWFs. Explain
how the cross-border SWFs trend
illustrates gradual but uneven increases in
comparison to Norway. Regarding Norway,
the SWFs to cross borders move to
predictable increases. Overall description
will justify the chapter centre-end
statements since added description will
respond to queried justification for Figure
2.

Interaction Between Fiscal Instruments

and SWF Investment

Green bonds
SWF
allocation
Environmantal
taxation
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shows the active heterogenous ethical
investment frameworks expected. The
justification serves predicted growth
emphasis.  Predictable  changes on
moderate growth expected on the SWFs
and marked the desired growth emphasis

on Norway’s ethical investment guidelines.

Figure 3 shows the Interaction of Fiscal
Instruments with SWF Investments. It
shows the relationship of green bonds,
environmental taxes, and SWF allocation.
It gives an overview of how SWF portfolio
sustainability is coupled with fiscal policy
instruments. It supports the theoretical
linkage of SWF with fiscal policy and
energy transitions (Heffron, 2018; Ulucak
& Kassouri, 2020).
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Comparative Insights: Nigeria, Africa,
and Other Developing Economies

In the comparative analysis, both Nigeria
and Angola have institutional and market
depth challenges, but both are beginning to
see green finance as an opportunity. Figure
4 shows the placeholder for the invested
GDP on renewable energy, as well as the
net invested GDP on renewable energy for
the high capacitor country Norway to
show the gap. There is an ambition gap
due to fiscal weaknesses and policy
regulatory gaps (Ackah, 2021; Tsani &
Overland, 2020). Table 3 shows the
country selected for the comparative
analysis and the metrics for green finance.

Table 3. Renewable Energy Investment
Metrics (2023-2024)

Country Investment (USD | % of GDP Installed  Capacity
Million) (MW)

Nigeria 2,500 0.5 1,200

Angola 800 0.4 500

Norway 15,000 0.8 8,000

Botswana 400 0.3 300
Provides data on investment volumes, Reveals gaps in renewable energy
GDP share, and installed renewable deployment in  African  economies,
capacity. Nigeria leads in absolute suggesting policy interventions to boost

investment but represents a smaller share
of GDP compared to Norway, indicating
limited fiscal prioritisation for renewables.

investment efficiency and impact (Ackah,
2021; Tsani & Overland, 2020).

Figure 4: Renewable Energy Investment Relative to GDP

-

% of GPD

Norway

Norway maintains a higher proportion of
renewable investment relative to GDP,
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lag due to fiscal constraints and policy
gaps, underscoring the importance of
targeted incentives, capacity-building, and
strategic investment planning (Ackah,
2021; Tsani & Overland, 2020). Norway
remains a higher proportion of renewable
investment relative to GDP, indicating
stronger commitment and capacity.
Underlines structural and institutional
constraints in African emerging economies
(Ackah, 2021; Tsani & Overland, 2020).

Institutional and
Governance Challenges
Africa’s Sovereign Wealth Funds (SWFs)
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face issues such as poor decision-making

opacity, political meddling, and poor
disclosure of ESG criteria (Wurster &
Schlosser, 2021; UN Environment, 2018).
Figure 5 placeholder shows governance
indices mapped against the performance of
green investment and illustrates the
correlation between transparency and the
growth of sustainable portfolios. To fully
capture the prospects of energy transition
finance, emerging economies need to
improve the governance of their SWFs
(Caldecott & Harnett, 2019).

Governance Index vs Green Investment Performance

60%

40%

20%

Green Investment Share

SWF Governance Score

A positive correlation, or the lack of plural
governance frameworks, shows that
governance and successful sustainable
investments are directly correlated. The
figure emphasizes the lack of institutional
prerequisites to improve the performance
of SWFs in financing energy transitions
and the incessant relationship between
transparency, accountability, and the
sustainability of the portfolio (Wurster &
Schlosser, 2021; UN Environment, 2018).

reflect the emerging economies' systemic
interdependencies. Figure 6 placeholder
visualizes the finance—energy—climate
nexus and shows feedback loops between
investment, emissions reduction, and fiscal
resilience. The projected outcomes of the
various green investment scenarios and
their impacts on macro-fiscal stability and
carbon emissions reduction are
consolidated in Table 4.

Table 4. Projected Impacts of Green

Integrated Analysis of the Investment Scenarios (Emerging
Finance-Energy—Climate Nexus Economies)
The SWEF investment strategy, fiscal
policy, and energy transition outcomes
Scenario SWF Green | Budget Balance | CO: Reduction (%)
Allocation (%) Impact (%)
Baseline 15 0.0 2
Moderate 30 +0.5 5
Ambitious 50 +1.0 12
IIMSRT25NOV057 www.ijmsrt.com 308
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Table 4 captures the anticipated
consequences based on different scenarios
of green investments within the context of
emerging economies. The 'Baseline’
scenario reflects the status of the sovereign
wealth fund (SWF) green investment level
at 15%, which results in a net budgetary
balance impact of 0.0%, with a CO:
emission reduction of 2%. Under the
'Moderate' scenario, with the green SWF
investment level at 30%, net budgetary
balance is poised to improve by 0.5%,
while CO: emissions reduction level is
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projected at 5%. The 'Ambitious’ case
reflects the extreme end of the green
investment level at 50%, which results in a
budget balance worsening by 1.0% with a
12% reduction in CO: emissions. These
results illustrate that by increasing green
SWEF levels, budgetary resilience and CO:
emissions  reduction can  improve
simultaneously, which highlights the dual
benefit of advancing SWF green
investments to balance fiscal and
environmental hurdles (Hossain et al.,
2024; Monasterolo & Gallagher, 2021).

Finance-Energy~Climate Nexus

SWi

INVESTMENTS

Positive
Feedback

EMISSIONS
REDUCTION

S &

Feedback loops

This figure captures the systemic
interdependencies of finance, climate, and
energy transitions. It shows how SWFs
achieve the dual objectives of maintaining
fiscal balance and improving ecological
balance, showcasing the mechanisms of
sustainable development potential for
emerging economies (Hoffart et al., 2024;
Feyen et al., 2020).

Integrates key mechanisms by which
SWFs influence macroeconomic and
environmental outcomes. Supports
systemic understanding of the SWFs’ role
in sustainable development and climate
action in emerging economies (Hoffart et
al., 2024; Feyen et al., 2020).

Key Findings

Sovereign wealth funds (SWFs) located in
Africa and other emerging economies have
considerable opportunities to enable
sustainable energy transitions. However,

IIMSRT25NOV057

F
N
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FISCAL
RESILIENCE

they are limited in their capabilities due to
weak institutional governance, fiscal
volatility, —and  political  meddling.
Unlocking this potential hinges on
mandating SWFs to focus on national
decarbonization goals through policy
frameworks on green investments, climate
risk management, and adherence to the
ESG  (environmental, social, and
governance) criteria (Tsani & Overland,
2020; Caldecott & Harnett, 2019).
Moreover, to offset macro-fiscal stability
with the long-term goal of fiscal
sustainability, innovative fiscal tools like
green bonds and blended finance,
alongside cooperative fiscal frameworks,
are critical (D’Orazio, 2025; Wurster &
Schlosser, 2021).

Policy Contributions
and Recommendations
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To start with, SWFs need to be
reconceived  through  explicit  green
investment guidance, which incorporates
investment governance frameworks, and
the fiscal policies of SWFs themselves.
Thus, governance, policy, and political
frameworks must include comprehensive
fiscal sustainability, operational
independence, and climate accountability
in their investment approaches, alongside
ensuring compliance, transparency, and
environmental fiscal integration (Caldecott
& Harnett, 2019; Heffron, 2018).

Second, policies should focus primarily on
blended finance and  public-private
partnerships as ways to attract private
investment and lessen the risks associated
with financing renewable energy and low-
carbon infrastructure. Given their capacity
to fill financing gaps through the provision
of risk-sharing instruments and green
innovation frameworks, SWFs can trigger
private sector investment and assist
inclusive, low-carbon economic growth
(Tsani & Overland, 2020; Hossain et al,
2024).

Finally, to maintain SWF effectiveness on
climate finance, SWFs and climate finance
goals must be pursued through
institutional capacity-building and
adaptive learning. Governments should
place particular focus on investment
performance and emissions outcomes
together with the associated fiscal impacts.
This will entail the provision of advanced
climate finance analytics, monitoring, and
impact assessment frameworks. Such
adaptive governance will enable SWFs to
absorb and adapt to the climate risks in
their portfolios while advancing SWFs
resilience and equitable growth goals
(D’Orazio,  2025; Monasterolo &
Gallagher, 2021).

Conclusion

Sovereign wealth funds remain viable
options for financing the energy transition
in Africa and the Global South but need to
be complemented with fiscal policy,

governance structures, and green mandates.

SWFs have the capacity to lessen fiscal
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fragility, revenue streams, and renewables
while growing and expanding the national
energy economy. Unfortunately, political
factors, and in some cases, institutional
weaknesses bypass the SWFs' full
potential (Ackah, 2021; Wourster &
Schlosser, 2021). Best-practice
benchmarking, such as  Norway’s
Government Pension Fund Global, and
reporting alignment in Africa significantly
benefit from collaboration (Nilsen et al.,
2019; Caldecott & Harnett, 2019).

The findings of the research about SWFs
document more instrumental adjustments
to the integrated finance—energy—climate
nexus. In Africa, transition finance would
benefit from blended financing, relational
risk instruments, and real-time adaptive
control systems (Tsani & Overland, 2020;
Hossain et al., 2024). The authors have
observed that SWFs, if well designed, can
stimulate green R&D, provide risk capital
to the private sector, and facilitate low-
carbon transitions that are profitable and
equitable to the socio-economically
marginalised (Monasterolo & Gallagher,
2021; D’Orazio, 2025).

In closing, the integration of SWF
governance, fiscal tools, and investment
strategies to develop a framework focused
on sustainability is achievable and, most
importantly, creates the opportunity to
develop a low carbon resilient Africa and
other emerging markets. There is a need to
prioritise the policies of transparency,
building of capacities and the learning of
institutions to reach the full possibilities of
the finance of the transition in energy,
where SWFs protect fiscal stability and
speed the attainment of the objectives on
the climate and development (Bolton et al.,
2020; Feyen et al., 2020).
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