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Historical context

"One may disregard the possibility of
discovering coal, oil or sulphur on the
Norwegian Continental Shelf”

(Letter from the Geological Survey of Norway to the Ministry
of Foreign Affairs, 1958)

1962: Phillips Petroleum applies for
exclusive exploration and production
rights (Not granted)

1963: Norway proclaims sovereignty
over the Norwegian Continental Shelf

1965: Agreements with the UK and
Denmark on dividing the North Sea
according to the median line principle

1965: Norway’s first offshore licensing
round

1969: First major petroleum discovery
(Ekofisk Field)

1971: Production started
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Explaoration drilling in reservoirs not permitted
between 1 March and 31 August

wm No petroleum activity will start during the term of the
present Parliament

Assumed maximum extent of sedimentary rocks that
may contain petroleum




Norway’s oil and gas production

Million of scm o.e. per year [1 scm = 6.29 barrels]
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Source: Norwegian Petroleum Directorate
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The national challenge

Mainland GDP, percent
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Ensure a fair distribution of oil wealth across generations

Avoid pronounced cyclical fluctuations in the mainland economy
due to variations in oil revenues
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Transforming the petroleum wealth into an
international financial wealth

Percent of national wealth

m Petroleum wealth
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Projected Fund Size
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Net government cash flow from petroleum

Billions of kroner
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Sources: Facts — The Norwegian Petroleum Sector 2011, Ministry of
Petroleum and Energy; National Budget 2012, Ministry of Finance
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The fund mechanism

Petroleum revenue _
+ return on investments Non-oil revenue

¥

!

Pension Fund Global

oy

Transfer to finance non-oil
budget deficit

1

Fiscal policy guideline

(over time spend real
return of the fund,
estimated at 4%)

Fiscal Budget

!

Expenditure
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Important milestones

\

The Norwegian Government Petroleum Fund established by law

J

Initial capital transfer

Fund to consist of 40% equities and 60% fixed income after
equities added to investment universe

Ethical guidelines issued

Strategic equity allocation increased to 60%

Real estate mandate (up to 5%)
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Governance structure

Stortinget (Norwegian Parliament)
* National Budget
* Government Pension Fund Act ‘ t

» Annual white paper
* National Accounts
Ministry of Finance
* Quarterly and annual
reports
* Investment strategy
Norges Bank Executive Board

advice
NBIM

» Mandate

Norges Bank Investment Management



Supervision and control

Regulation and Ministry of Finance Reporting

delegation of Auditor General of performanc
authority and risk

Norges Bank Investment Management
(NBIM)

Executive Board and Internal Audit

NBIM Internal and External Asset Management

Risk Management
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Ethical guidelines and responsibilities

Ministry of Finance

Responsible Norges Bank

(NBIM)

Active exercise of ownership
Tasks activities and promote good

Ministry of Finance
(Council of Ethics)

Avoid complicity to severe

unethical behaviour.
corporate governance in

order to protect the financial
assets under management.

Exercise ownership activities
through:

* voting

* company engagements

* shareholder proposals

* legal action

* participation in policy and
standard setting

* peer co-operation

Means Exclusion of companies.

Observation of companies.
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Investment Mandate
- and Management Role
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“To safeguard and build financial
wealth for Norway’s future generations”

Fund’s mission statement
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Investment objectives

Maintain international purchasing power

High return and moderate risk

Diversification

Financial investor




Investment characteristics

No regulation
forcing suboptimal
decisions

No immediate
liquidity
requirements

No fixed liabilities

Perpetual Long term
ambition Investor
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Strategic asset allocation

Equities (60%)

Americas, Asia and
Africa and Oceania
Middle 15%

East 35%

Equity index:
FTSE Global All-Cap Index

Approx. 7 400 companies / 24 developed and 22
emerging markets

Fixed income index:
Barclays Capital Global Aggregate

Government / Agency / Corporate /
Securitized / Inflation linked

Approx. 11 400 bonds / 11 currencies

Norges Bank Investment Management

Fixed Income (35% to 40%)

Americas, Asia and
Africa and Oceania
Middle 5%

East 35%

Real Estate (0% - 5%)




Strategic asset allocation revised

Report no. 17 (2011-2012) — to be discussed by Parliament on 12 June 2012

Equities (60%) Fixed Income (35% to 40%)

Americas, Asia and Americas, Asia and
Africa and Oceania Africa and Oceania
Middle 15% Middle 5%

East 35% East 35%

Transition to 70% government bonds
(GDP weighted) and 30% corporate
bonds (market weighted)

[ Increased allocation to emerging markets l

Transition to reflect global
market weights

Real Estate (0% - 5%)




Financial markets real returns 1900-2011

Percent, annualised
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Long-term returns in financial markets

31.12.2011 real value of 1 unit of 7 invested in the year 1900
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*) For stocks weighted by market capitalisation annually for 19

countries, for bonds weighted by annual GDP ratio of 19 countries
Source: Dimson, Marsh and Staunton
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Strategy: Equity real return

10 years rolling periods, percent
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Markets the fund is invested in

End of 2011




Organisation
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Norges Bank organisational chart

EXECUTIVE BOARD
Governor (Chair)
Deputy Governor

A Supervisory Council
Audit Committee Remuneration Committee thteputy Chatr

Internal Audit

Office of the
Supervisory Council

Norges Bank Norges Bank
Central Banking Operations Investment Management

General
Secretariat

| | |
Financial
Stability

Markets and

Corporate and
Banking Services

Monetary Policy Bl o ed Services

Equities

Real Estate Trading and

Treasury

Admini-
stration
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A global organisation

d LONDON
NEW YORK

d’iHANGHA!
.:SINGAPORE

* Offices in
* Oslo (1998)
* New York (1998)
* London (2000)

» Shanghai (2007)
« Singapore (2010)

* 315 employees
from 26 countries
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External management
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Performance
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Quarterly and annualised absolute returns

Percent, measured in international currency
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Fund’s real return

Percent, annualized

8
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i —— Accumulated annualized net real return (since 1998) |
i ----Fiscal rule |
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Source: NBIM
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The fund’s market risk

Expected absolute volatility in percent and billions of kroner
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Ownership Policies
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Ownership interest in equity markets

Percent of FTSE All Cap Index’s market capitalisation
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Source: FTSE, NBIM
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Ownership focus areas

Determined by the Executive Board

1. Equal treatment of shareholders

NBIM Investor Expectations
Climate Change Management

2. Shareholder influence and board

accountability

3.  Well-functioning, legitimate and efficient

financial markets

NBIM Invg Expectations
ater Management

4. Climate change

5 . Water management NBIM Investor Expectations

on Children’s Rights

6. Children’s rights




Ownership tools

1.

N o o bk~ w0 N

Expectation documents

Dialogue with companies

Voting rights

Shareholder proposals

Contact with regulatory authorities
Public views

Legal action

Norges Bank Investment Management

NBIM Invgstgf Expectations
ater Management

jons
stor Expectat®
NBIM In\(/)en Children's Rights

Sector Compliance Report
i 2009




Ownership tools - engaging with companies

Expectation
documents

"8 Sector Compliance Report
o

Sector
reports


http://www2.dupont.com/DuPont_Home/en_US/index.html
http://www.monsanto.com/

Ownership tools - exercising shareholder rights

(Proxy) Voting

Shareholder
proposals



http://www.harris.com/

Further information

GOVERNMENT PENSIONFUND GLOBAL ANNUAL REPORT

= Annual and quarterly reports
including financial reporting
and notes

= Complete holding lists and
voting records published
annually EE I —

COVERNMENT PENSION FUND GLOBAL THIRD QUARTER 201

Norsk |34 |FAG | sHswap | Norges Bank.
© shancnal

sort ©

ABOUTUS  WVESMENTS EXTERMAL MAMDATES  PRESS AND PUSLICATONS CAREERS  cOWTACTUS [Searchbere

Government Pension Fund Global Fund market v2lue in 10K

= Real-time update on market
value on website

nt Management (NEIM) manages the

ng Companies With Top Marks for Reporting on
Labour, Climate or Water Risks

. Puh Dovn Results in zo1z

= All public information
published on www.nbim.no Sack Decins P Do el o1

The Government Pension Fund Global returned -2.5 percent, or-86
billion kroner, in 2011 as global stock markets slumped.

nsors Asian Corporate Governance Association

Holdings and voting 2011
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http://www.nbim.no/
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The fund’s market value

Billions of kroner, as of 30 March 2012
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Source: NBIM
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Investment strategy framework

Investment
universe

Currency
allocation

A

BENCHMARK

Strategic I - -
o nvestmen

allocation NOMINAL mandate
RATES
EQUITY REAL
L RETURN

1

Rebalancing
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NBIM Organisation chart

Yngve
Slyngstad

Chief Executive
Officer

Trond Grande

Deputy Chief
Executive Officer

Petter Karsten Yngve Jessica Age Bakker
Johnsen Kallevig Slyngstad Irschick Chief Operating Jgn Thomsgn Tror?d crande
CIO Equities CIO Real Estate CIO Allocation Chief Treasurer Officer PIETRE e chiefof Staff
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NBIM Organisation chart
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NBIM Committees

Market Risk

Committee

Credit & Real Estate

Operational Risk Ratification

Committee

Counterparty
Committee

Committee

Instrument

Universe

Committee

Business
Policies
Committee

Remuneration
Committee

Valuation
Committee

Committee

Business Policies
Committee

Instrument
Universe
Committee

Credit &
Counterparty
Committee

Market Risk
Committee

Purpose

The Business Policies Committee is the advisory forum for development of NBIM's
internal governance framewaork, as well as new and revised guidelines and policies
governing NBIMs activites.

The Instrument Universe Committee acts as advisory forum for CEOQ in the approval of
new instruments and countries, as set out in CEO Policy for Approval of Instruments in
NEIM.

The Credit & Counterparty Committee is the advisory forum in the development of
MNBIM's framework for management of credit and counterparty risk.

The Market Risk Committee handles:

Proposals for investment advice to the Executive Board and the Ministries

NBIM's market risk policy

Annual investment strategy document and the quarterly risk allocation document
Investment mandates and quarterly review of investment mandate breaches
Annual inventive structures and issues relating to investment performance.

Committee

Valuation
Committee

Real Estate
Ratification
Committee

Operational Risk
Committee

Remuneration
Committee

Norges Bank Investment Management

Purpose

The Valuation Committee is the forum for development of policies, models and methods
for valuation of financial instruments and is also the forum for review and assessments
of key issues and challenges in the valuation process, including pricing disputes and
discrepancies.

The Real Estate Ratification Committee acts as ad advisory forum for CEQ in:

« risk analysis of new real estate instruments prior to entering new markets and

utilizing new instruments
« approval of individual private market transactions as part of NBIM real estate

investments and
+ development of governance framework including policies and guidelines relating

to real estate investments

The Operational Risk Committee acts as an ad advisory forum for CEO in development
of the operational risk framework and in reviews of operational risk NBIM wide.

The Remuneration Committee acts as an advisory forum for CEQ in fulfilling the
responsibilities and requirements relating to the remuneration system in NBIM.




Real Estate investment strategy

= First investments in major European *
markets

= Big cities — important centres for
offices

= Retail space in densly populated
areas

= Investments with partners through
joint ventures

NBIM Norges Bank Investment Management




Norwegian Finance Initiative

Incentive schemes
= Co-finance professorships

= Reward outstanding research

contributions

= Support PhD students and a
nationally coordinated PhD
programme

Host annual NBIM Financial
Research Conference and regular
seminars

NBIM

Lonoon 0 %2

Norges Bank Investment Management

ABOUT US

NBIM organisation

Fund Global

Scientfic Avisory Board

Tender notices

FAQ

mment Pension

N

EXTERNAL MANDATES PRESS AND PUBLICATIONS

Norwegian Finance Initiative (NFI)

NBIM's 1
ations by
tion in areas
Pension

Finance Initi

ve (NFI) shall suppor
Ith for future gen

Fund Glot

CONTACT US.

Norsk{a A|FAQ | Sitetap | Norges Bank

Search here

Yngve Siyngstad
NBIM CEO

“New insight from financial
‘economic research may have
important implicabons for the fund's
management. so it's important for
us to support such research,” says.

NBIl CEO Yngve Simgstad. ‘We
Main objectives hope today's conference andthe
Tne P to promote NFIwil
research and teaching at academic instiutions in Norway. t shal aiso be a catalyst for strengthen NBIM's fies with the
sustainable and long-{erm improvements in the research oulput at these instutions, academic community”

The NFI shall s ofthe

by e fi ) economics of
parbcular relevance to the fund's management These may include asset pricing and
portiolio theory, corps govemance and

NBIM Financial Research
Conference

Supporting academic research in Norway
‘The NF1 will prowide an incentive-based scheme to help academic instiutions In Norway
afracttalent by co-financing professorships In financial economics at hese academic
institutions when predefined criteria are fulfiled. The Iniiabve may reward excelient

The
Research conference is part of the
Norwegian Finance initiative (NFT) 1t
aims to bridge the gap between the
challenges faced by investment

and academic.

research contributions by . fwil
students 3l top-ranked intemational programmes, while also aiming 1o support a nationally

Strengtheaing ties with the academic community

NEIM aims to fies with the. /anious initiatives.
These may include a visiting scholar programme at NBIM, research seminars. research
nf the NFL NBIM

will aiso expand it intemal research capaciy to support the development of investment
processes that are long-term onented and scalable

‘The NFI was officially announced on 30 August 2011 at the NBIM Financial Research
Conference.

[——— ]
Norwegian
Finance
Initiative:

www.nbim.no/
en/About-us/nfi/

researchers in the field of inancial
economics.

- READ MORE




o o s 2nd Govemment Ministries

Saarcn the Ministry of Finance

= Ministry of

Ministry home
What's new

Selected Topics

* The Government
Pengion Fund

> Sustaina

Press centre

Documents and
publications

The Ministry

Archive

MINISTRY OF FINANCE I | €l

‘Saarch all of gavernment. n

(@ Shere/Send QO Print 3 3 8  ofy) Listentothe teat

Youare here: Souarnmant, oo /Moty of Financs / Smiacied Tooics / The Government Ranglon Fund

The Government Pension Fund

Lﬂrﬂe petruleum réevenues have resulted in substantial financial assets in the
Government Pension Fund. The purpose of the Government Pension Fund is to facilitate
government savings necessary bo meet the rapid rise in public pension expenditures in
the coming years, and to support & long-term mansgement of petroleum revenues,

The Government Pension Fund was established in 2006 and consists
of two parts: "The Government Pension Fund Global®, which is a
continuation of the Petroleum Fund, and “The Government Pension
Fund Norway”, which was previously known as the National
Insurance Scheme Fund. Revenues in the Govemnmment Pension

Fund Global consist of the Government's total income from
petroleum activities, and the retum on the Fund's investments. The
Miniztry of Finance is responsible for the manag=ment of the Fund.
The cperational management of the nit Pension Fund
Global is delegated to Norges Bark, The cperational management

of the Government Pension Fund Norway is delegated to the
National Insurance Scheme Fund. The management is camied out in
accondance with regulations laid down by the Ministry of Finance.

Tobacco producer excluded from the Government Pension
B Fund Global
Ihews stary, Ministry of Finance, 24,08 2011
The Ministry of Finance has sxcuded the Meicsn company Grups Carss
— S4E de CV from the investment universe of the Government Pension Fund
Glebal on scoount of its tobaces preduction.

The Norweqian Government Pension Fund's adherence with
the Santiago principles

[Guidsfinas and brochures, Ministry of Finance, 06.05.2011)

Neorway supparts the intermational guidelines for soversign wealth funds, the
2= call=d Sartiage-principles or Gererally Acczpizd Pracliczs and Principles
for Soversign Wealth Funds (GAPF). The principles represert minimum
standards which the management framework Tor the Government Pension
Fund aiready Tulfills.

A robust investment strateqy with good results
[Press reiease, Ministry of Finance, 02.08.20111
PRESS “The r=tums on the Govemment Pension Fund Glbel (GFFE) in 2010 were
RELEASE | soc¢. The cvarall resuits of the last years show that the large losses during
the finangial crisis hies been mors than compenssted by the gains mads in
the subs=quant markst upswing. One impartant reason is thet we held on
firmly 1 the long-term imvestment strategy, " says Minister of Finance

R
Tobacco company excluded from the Government Pension
E Fund Global
Iheis stary, Minisery of Finance, 15.03.2011]
& The Ministry of Finarce has sxcluded the Chinsss company Sharghsi
— Intustrial Holdings Ltd. from the ir portfolic of the t

Pensizn Fund Global on account of its tobacss production. The Ministry has
sz dmcified to revoks its decision to sxclude = US company that ne longer
produces components for custer bombs,

Lingui Development Berhad Ltd. excluded from the GPFG

IMzws stary, Ministry of Finance, 15.02.2011]

On the recommendation of the Council on Ethics, the Ministry of Finanos
has decided to sxcluds the Malaysian company Lingui Developments Berhad
from the Government Pension Fund Global's {(GPFG) investment portfolic.
The din Trom the P has bee=n

T . - Report on climate and capital return

SEARCH WITHIN TOPIC
The Govemmant Parsize Furd

EXPAND BY TOPIC

Government.no
> The economy

MNARROW BY TOPIC
Ministry of Financs
= R=sporsible imvestmarts

DOCUMENTS:

+ Provisions on the
managemert of the
Govemment Pension Fund

+ Companies exclug=d from
the investment universs

+ Prass relmazss and rews

+ Fact she=t Parsion Fund
Glabal

+ Reports and Butiget Bills

+ Pension Fund Global's
im=stmanits by region 2nd
country

REPORTS:

+ Report No. 15
The Manag=ment =f the...

+ Report no. 10 (2008-2010)
to the Storting
The Manag=ment =f the...

+ Govemnment Pension Fund
Giobal. Annual report 2010

+ Holdings of egutiest ax of 31
December 2010

+ Holdings of fixed-income as
of 31 December 2010

+ Gecgraphical spreed

INSTITUTIONS LINKED TO
THE MINISTRY:

* Norges Bark Investmant
Manag=ment (NEIM)

+ Th= Natizral Insurarcs
Scheme Furd

* Council on Ethics

CONTACT INFORMATION

Agoet Mansgement

Www.regjeringen.no/gpf

Finance

Council of
lEthics

Council on Ethics

COUNCIL ON ETHICS
Norwegian Government Pension Fund Global . .

The Council on Ethics was established by Royal Decree 19th November, 2004,
RECOMMENDATIONS

The members of the Councl are (from left):
» Manaqing Director Yiva Lindbery
« Profeszor Dag Oty Meszen

+ MBA Bente Bathe

Brofessor de_juric Olp Mestad.

The role of the Council on Ethics for the Government Pension Fund Global iz to provice
evaluation on whether o nct investment in specified companies Is Inconsistent with the
established ethical guidelines. The Ministry of Finance makes deckions on the exclusion of
companies from the Fund's investment universe based on the Council’s recommendations. Both
the Ministry's decisions and the Councifs recommencations wil be made publicly avatadie on
this webske.

The Counct has It's own zocretariat which provides research for the Council,

www.etikkraadet.no



http://www.regjeringen.no/gpf
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