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Abstract

Russia is the second largest oil exporter in the world. Since the 21st century, rising
oil prices brought Russia huge oil export revenues, driving the rapid growth of
domestic economy. In order to stabilize the impact of oil price fluctuations on
domestic economy, Russia’s first sovereign wealth fund named Oil Stabilization Fund
was established in 2004. In 2008, in order to support the pension system, the Oil
Stabilization Fund was split into the Reserve Fund and National Wealth Fund. The
former was a continuation of Oil Stabilization Fund and the latter was to assume the
responsibility to enhance the level of social security. To get rid of the financial crisis
as soon as possible, Russia planed to increase domestic investment to promote
economic development and improve the investment environment. Thus, the third
sovereign wealth fund -Russian Direct Investment Fund was established in 2011,
which attracted foreign investment through a model of joint investment. So far, Russia
has formed a distinctive system of sovereign wealth funds, which is supporting
Russia's economic development from different angles.

This paper described the establishing background and significance of three funds
combining the history of Russia's economic transition. Every fund and each
adjustment reflected the appeal echoes in different developing stage. Through a
comprehensive and systematic exposition of funding sources of the funds, the scale of
development, investment operations and governance structure, and combined with
"the Dutch disease™ theory, modern portfolio theory and the theory of investment in
the development stage, the paper summed up the development model of Russia's
sovereign wealth fund, which reflects both responsibility at present and development
in the long-term, both risk control and income achievement, domestic development
preceding foreign investment. At the same time, drawing on the experience of
representative sovereign wealth funds globally, the paper pointed out the direction of
development and reform in the future, such as creating an external manager system,
investing overseas based on domestic development and gradually improving
transparency.
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