
Norges Bank Investment Management claims compliance with the 
Global Investment Performance Standards (GIPS®) and has prepared 
and presented this report in compliance with the GIPS standards. 
Norges Bank Investment Management has been independently 
verified for the periods 31 December 1997 through 31 December 
2015. The verification reports are available upon request.

Verification assesses whether (1) the firm has complied with all 
the composite construction requirements of the GIPS standards 
on a firm-wide basis and (2) the firm’s policies and procedures are 
designed to calculate and present performance in compliance with 
the GIPS standards. Verification does not ensure the accuracy of any 
specific composite presentation.
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Norges Bank Investment Management claims compliance with the Global 
Investment Performance Standards (GIPS®) and has prepared and presented 
this report in compliance with the GIPS standards. Norges Bank Investment 
Management has been independently verified for the periods 31 December 
1997 through 31 December 2015. The verification reports are available upon 
request.

Verification assesses whether (1) the firm has complied with all the compos-
ite construction requirements of the GIPS standards on a firm-wide basis and 
(2) the firm’s policies and procedures are designed to calculate and present 
performance in compliance with the GIPS standards. Verification does not 
ensure the accuracy of any specific composite presentation.

Page Composite name Inception date Composition
3 General disclosures

5 The Government Pension 
Fund Global 

31 December 1997 Pension Fund, equity

Pension Fund, fixed 
income

Pension Fund, real 
estate

11 The Government Pension 
Fund Global, ex real estate

31 December 1997 Pension Fund, equity

Pension Fund, fixed 
income

20 The Government Pension 
Fund Global, equity

31 December 1998 Pension Fund, equity

26 The Government Pension 
Fund Global, fixed income

31 December 1997 Pension Fund, fixed 
income

32 The Government Pension 
Fund Global, real estate

31 March 2011 Pension Fund, real 
estate

36 The Government Pension 
Fund Global, unlisted real 
estate

31 March 2011 Pension Fund, unlisted 
real estate

40 The investment portfolio 
of Norges Bank’s foreign 
exchange reserves

31 December 1997 Reserves Fund, equity

Reserves Fund, fixed 
income

47 The investment portfolio 
of Norges Bank’s foreign 
exchange reserves, equity

31 December 2001 Reserves Fund, equity

52 The investment portfolio 
of Norges Bank’s foreign 
exchange reserves, fixed 
income

31 December 1997 Reserves Fund, fixed 
income
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General disclosures 
Verification
Norges Bank Investment Management has been independently verified for 
the period 31 December 1997 through 31 December 2015. The third party 
verifier’s report is available at our website www.nbim.no.

The firm
Norges Bank Investment Management as the firm is the investment man-
agement division of Norges Bank – the central bank of Norway. Norges Bank 
Investment Management manages the Government Pension Fund Global 
(Pension Fund) and the investment portfolio of Norges Bank’s foreign ex-
change reserves (Reserves Fund). 

Firm assets
Total firms assets are defined as the sum of the Government Pension Fund 
Global and the investment portfolio of Norges Bank’s foreign exchange 
reserves. The money market portfolio of Norges Bank’s foreign exchange re-
serves is managed by Norges Bank Markets and Banking Services division and 
is not part of firm assets. On close of 31 December 2010 the Government 
Petroleum Insurance Fund was terminated and the assets were transferred 
to the Pension Fund. On June 1 2012, the management of the Petroleum 
Buffer portfolio was transferred to Norges Bank Markets and Banking Services 
division. 

Minimum Asset Level
Norges Bank Investment Management does not operate with a minimum 
asset level for portfolios to be included in a composite. All portfolios are ac-
counted for in at least one composite.

Calculation methodology
Norges Bank Investment Management implements a time-weighted monthly 
rate of return methodology in the return calculations. The assets’ fair value 
is determined on the day of an external cash flow and interim returns are 
geometrically linked. Norges Bank Investment Management has not adopt-
ed a significant cash flow policy. All composite returns are calculated net of 
non-reclaimable withholding taxes on dividend, interest and capital gains. 
Withholding taxes are recognized when incurred. Norges Bank Investment 
Management uses accrual accounting for interest income and dividends. 

Assets and liabilities are reported on a fair value basis and in Norwegian 
kroner (NOK). Fair value is the estimated realisable value of an asset or the 
estimated cost of settling a liability in an arm’s length transaction between 
well-informed and willing parties. The sources of valuation and pricing follow 
the Norges Bank Investment Management pricing hierarchy which is well 
aligned with the GIPS standards’ recommendation. Performance is reported 
in terms of an international currency basket corresponding to the currency 
composition of the fund’s benchmark portfolio. This measure reflects the 
actual performance of the fund and isolates the effects of Norwegian kro-
ner fluctuations versus the currencies in which the benchmark is invested. 
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Currency movements in Norwegian kroner do not affect the international 
purchasing power of the fund.

Carve-outs
The asset class composites constitute carve-outs from the total portfolio. 
Each composite holds its own cash balance. For each annual period present-
ed in the equity and fixed-income composites (applies to Pension Fund and 
Reserves Fund) and the real estate composite (applies to Pension Fund), the 
share of composite assets represented by carve-outs equals 100 percent. 
The unlisted real estate composite can be seen as a carve-out of the Pension 
Fund’s real estate portfolio.

Additional information
A list of composite descriptions and additional information regarding policies 
for valuing portfolios, calculating performance, and preparing compliant pres-
entations is available upon request. 

A large extent of information is available at our website www.nbim.no.
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Performance results: Government Pension Fund Global 
31 December 1997 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket1

Year Composite 
Return2

Composite 
 3-Yr St 

Dev3

Number of 
Portfolios4

Composite 
Assets5 Firm Assets5

1998 9.26 1  171,832  279,205 

1999 12.44 1  222,408  340,855 

2000 2.49 5.68 1  386,450  522,544 

2001 -2.47 5.89 1  613,686  739,116 

2002 -4.74 5.91 1  609,007  743,670 

2003 12.59 6.27 1  845,306  1,044,264 

2004 8.94 5.33 1  1,016,402  1,236,653 

2005 11.09 4.00 1  1,399,050  1,648,874 

2006 7.92 3.36 1  1,783,683  2,047,074 

2007 4.26 3.60 1  2,018,643  2,261,368 

2008 -23.31 9.39 1  2,275,426  2,498,961 

2009 25.62 12.27 1  2,640,043  2,851,020 

2010 9.62 13.30 1  3,077,420  3,317,700 

2011 -2.54 10.52 1  3,311,572  3,539,396 

2012 13.42 8.24 1  3,815,769  4,043,153 

2013 15.95 7.24 1  5,037,734  5,311,043 

2014 7.58 5.72 1  6,430,739  6,778,049 

2015 2.74 6.68 1  7,475,153  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent.
3  Three-year annualised ex-post standard deviation in percent using 36 monthly returns.
4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.

Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 8.62 7.21 5.34 5.64

Standard deviation of  
composite return2

6.68 7.03 8.90 7.56

Sharpe ratio3 1.27 1.02 0.51 0.49

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.
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Composite creation date and inception date
The composite inception date and the composite creation date of the Gov-
ernment Pension Fund Global is 31 December 1997.

Composite description
Norges Bank Investment Management manages the Pension Fund on behalf 
of the Ministry of Finance. This composite is the aggregate of the equity, 
fixed income and real estate composites. The strategic weights are assigned 
by the Ministry of Finance and are currently 60 percent equity and 40 percent 
fixed income with a gradual transition to a real estate weighting of around 5 
percent over the next few years. Thus at any time, the strategic weight for 
fixed income is 40 percent less the composite’s share invested in real estate. 
Real estate can be both in listed and unlisted investments. Before June 2009, 
the strategic weights were 40 percent equity and 60 percent fixed income.

Norges Bank Investment Management seeks to achieve the highest possible 
return after costs measured in the Pension Fund’s currency basket and within 
the applicable management framework. The Ministry of Finance has, howev-
er, set limits for how much risk Norges Bank Investment Management may 
take in its active management of the Pension Fund. The management shall 
be organised with the aim that the expected annualised standard deviation 
for the relative return between the equity and bond portfolio and the associ-
ated benchmark index (expected tracking error) does not exceed 1 percent.

The fund cannot invest in securities that Norges Bank has excluded from 
the investment universe and further not in securities issued by a Norwegian 
enterprise, securities denominated in Norwegian kroner, real estate located 
in Norway or real estate companies, real estate funds or similar structures 
where the primary purpose is to invest in Norway. Accrued costs and depos-
its on real estate are included in the composite’s assets and firm assets prior 
to inception of real estate 31 March 2011. 

From the second quarter of 2000 and up to the fourth quarter of 2002, a 
tactical allocation fund was included in the numbers for the Government Pen-
sion Fund Global but not at asset class level. Its mandate was to invest across 
asset classes using quantitative analysis and had average total assets under 
management of around 4 billion Norwegian kroner during that period.
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Derivatives, leverage and short positions
Norges Bank Investment Management’s access to the use of financial de-
rivatives is regulated as part of the provisions on the management of the 
Government Pension Fund Global laid down by the Ministry of Finance. 
Specifically, financial derivatives that are naturally linked to investments in the 
equity, bond and real estate portfolio may be used. In accordance with the 
investment mandate, the Pension Fund may use exchange traded future and 
option contracts and over-the-counter (OTC) derivative contracts such as in-
terest-rate swaps, credit-default swaps and equity swaps in order to achieve 
the lowest possible transaction cost, and to efficiently rebalance the portfo-
lio. The segmented net fair values and exposure of the financial derivatives 
for the last two years is shown in the table below. 

Financial 
 derivatives

Average exposure through year Net fair value  
at year-end2015 2014

Purchased Sold Purchased Sold 2015 2014
Foreign exchange 
contracts

183,034 - 81,878 - 2,838 2,134

Interest-rate swaps 4,339 41,558 1,483 25,191 -3,192 -4,642

Exchange traded 
futures

11,155 27,933 7,411 22,606 - -

Warrants and rights 613 - 769 - 450 556

Equity swaps - - 27 312 - -

Participatory 
 certificates

2,429 - - - - -

Figures in millions of Norwegian kroner

Foreign exchange contracts consist of foreign currency exchange contracts 
with normal settlement for future delivery and non-deliverable contracts. 
Interest-rate swaps are agreements where the fund receives or pays a fixed 
rate of interest in exchange for a floating rate. Exchange traded futures 
consist of equity index futures and listed government bonds futures. War-
rants and rights are options to buy a stock at an agreed price within a certain 
timeframe. Equity swaps are agreements to exchange cash flows based on 
an underlying equity index or specific shares. Participatory certificates are in-
struments issued to international investors by registered foreign institutional 
investors to acquire an economic interest in listed shares. 

Leverage may be used with a view to performing the management task in an 
effective manner, but not with a view to increasing the investment portfolio’s 
exposure to risky assets in the equity and bond portfolio. More specifically, 
leveraging the equity and fixed-income portfolio is not permitted beyond 
what is necessary to minimise transaction costs or what is a normal part of 
investment management, and shall not exceed 5 percent of the net asset 
value of the combined equity and fixed-income portfolios. For the unlisted 
real estate portfolio, the maximum allowed debt ratio is 35 percent, equating 
to a net leverage level of 53.8 percent for that portfolio. The debt ratio of the 
unlisted real estate portfolio was 8.8 percent of total real estate assets at the 
end of 2015. Due to the composite’s limited asset allocation to unlisted real 
estate, the debt on the balance sheet currently has an immaterial impact on 
the leverage of the total fund.
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The use of leverage was scaled back in the second half of 2009 due to chang-
es in market conditions and a reorganization of Norges Bank Investment 
Management’s fixed-income management. Historically leverage has pre-
dominantly been used within the fixed-income composite to exploit differ-
ences in rates or credit spreads by combining derivatives, forward contracts 
and repurchase agreements. Within the equity segment, leverage is mainly 
used to efficiently handle fund management activities and has historically 
been insignificant. Net leverage is calculated by comparing net exposure and 
actual market value (net asset value). Net exposure is found by converting all 
derivatives to underlying exposure. Prior to 2011 the leverage was calculated 
by looking at the net sum of all cash positions. Below, the net leverage in 
percent of the composite’s fair value is shown as a time series. 
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Short positions are permitted in the management of the Pension Fund given 
that Norges Bank Investment Management has access to the securities 
through an established borrowing arrangement. However, restrictions are laid 
down as part of the CEO investment mandate issued by Norges Bank’s Exec-
utive Board. The presence, use, and extent of short positions in the compos-
ite’s portfolio is immaterial.

Sub-advisors
Norges Bank Investment Management uses external investment managers to 
handle parts of the portfolio. Norges Bank Investment Management awards 
management mandates to organizations with expertise in clearly defined 
sectors, countries or regions. The fund’s externally managed mandates had 
assets under management worth 297 billion Norwegian kroner at the end of 
2015. This is equivalent to approximately 4 percent of the fund’s total value. 
External equity mandates accounted for 95 percent of the total external as-
sets under management. There were a total of 81 external equity mandates 
and 3 external fixed-income mandates, managed by 70 different investment 
managers as at year-end 2015. The graph below shows the composition of 
externally managed assets at year-end since inception as well as a share of 
the total Pension Fund. The complete list of organizations managing assets 
on behalf of Norges Bank Investment Management is available at our website 
www.nbim.no. 
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Externally managed Eq      Externally manag           Externally managed Fixed Income (billion Norwegian kroner, left axis)
12/31/1998 67.18                             39.58                   0.82                    
12/31/1999 90.00                             40.47                   -                       
12/31/2000 120.57                           37.20                   16.80                  
12/31/2001 105.54                           21.02                   19.94                  
12/31/2002 91.07                             21.14                   37.68                  
12/31/2003 160.04                           23.95                   42.41                  
12/31/2004 179.04                           23.29                   57.67                  
12/31/2005 216.57                           21.01                   77.44                  
12/31/2006 273.59                           21.96                   118.15                
12/31/2007 216.28                           16.10                   108.66                
12/31/2008 211.95                           13.48                   94.74                  
12/31/2009 284.22                           11.98                   31.99                  
12/31/2010 258.47                           9.21                      25.00                  
12/31/2011 140.06                           4.39                      5.42                    
12/31/2012 145.87                           3.93                      4.11                    
12/31/2013 183.98                           3.77                      6.08                    
12/31/2014 263.06                           4.32                      14.68
12/31/2015 281.55                           3.97                      15.37

0

5

10

15

20

25

30

35

40

45

50

0

50

100

150

200

250

300

350

400

450

500

98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

Externally managed Fixed Income (billion Norwegian kroner, left axis)

Externally managed Equities (billion Norwegian kroner, left axis)

Externally managed assets as a percent of the Pension Fund (right axis)

Benchmark description
For the total fund no benchmark returns are presented, as no appropriate 
benchmark is available for the real estate part. The total fund consists of the 
aggregate of the equity, fixed income and real estate composites. For the 
equity and fixed income parts, a custom benchmark composed of an equity 
benchmark with combined market capitalization and factor weights provided 
by the FTSE Group and a GDP weighted fixed-income benchmark compiled 
by Barclays Capital exist and are presented in the Government Pension Fund 
Global, ex real estate composite. The real estate portfolio is still under de-
velopment and has almost doubled in size each year since inception in 2011. 
During the development phase, new markets and instruments have been 
included and the allocation of capital change significantly between and within 
periods. Hence, it has been deemed inappropriate to define a benchmark at 
the total fund level. 

Fee schedule
Performance numbers are gross of management fees and custodial fees but 
net of all trading expenses (transaction costs). In addition, non-reclaimable 
withholding taxes are deducted in the performance numbers. Norges Bank 
Investment Management does not operate with a fee schedule as mutual 
funds do. The Ministry of Finance has defined an upper limit of 9 basis points 
of average assets under management of which Norges Bank Investment 
Management will be reimbursed for 2015; the limit is up for evaluation each 
year. Costs above this upper limit are not covered. In addition, performance 
based fees to external managers are covered. The management expense 
ratio remained at around 6 basis points for 2015. The table below shows the 
different components of the total management costs. Note that this table 
also covers internal costs (like personnel costs, IT/support systems costs) in 
relation to real estate investment management but not direct costs incurred 
in the real estate holdings structure. 
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Management costs
2015 2014

Amount Percent Amount Percent
Custody and settlement costs   394   457 

Minimum fees to external managers   615   445 

Performance based fees to external 
managers

  578   649 

Internal and other costs  2,346  1,651 

Total management costs  3,933  0.06  3,202  0.06 

Total management cost  
excl. performance based fees

 3,355  0.05  2,553  0.05

Amounts stated in millions of Norwegian kroner
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Performance results: Government Pension Fund Global,  
ex real estate 
31 December 1997 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket1

Year
Com-
posite 

Return2

Bench-
mark 

Return2

Relative 
Return2

Com-
posite 
3-Yr St 
Dev3

Bench-
mark 

3-Yr St 
Dev3

Num-
ber of 

Portfo-
lios4

Com-
posite 

Assets5

Firm 
Assets5

1998 9.26 9.08 0.18 1  171,832  279,205 

1999 12.44 11.21 1.23 1  222,408  340,855 

2000 2.49 2.22 0.27 5.68 5.59 1  386,450  522,544 

2001 -2.47 -2.62 0.15 5.89 5.72 1  613,686  739,116 

2002 -4.74 -5.04 0.30 5.91 5.82 1  609,007  743,670 

2003 12.59 12.04 0.55 6.27 6.18 1  845,306 1,044,264 

2004 8.94 8.39 0.54 5.33 5.31 1  1,016,402  1,236,653 

2005 11.09 10.03 1.06 4.00 3.92 1  1,399,050  1,648,874 

2006 7.92 7.78 0.14 3.36 3.18 1  1,783,683  2,047,074 

2007 4.26 4.50 -0.24 3.60 3.30 1  2,018,643  2,261,368 

2008 -23.31 -19.93 -3.37 9.39 8.41 1  2,275,426  2,498,961 

2009 25.62 21.49 4.13 12.27 11.04 1 2,640,043  2,851,020 

2010 9.62 8.57 1.06 13.30 12.13 1  3,077,441  3,317,700 

2011 -2.55 -2.42 -0.13 10.53 9.96 1 3,300,444  3,539,396 

2012 13.45 13.24 0.21 8.25 8.05 1  3,790,646  4,043,153 

2013 15.97 14.98 0.99 7.27 7.11 1 4,985,940  5,311,043 

2014 7.53 8.30 -0.77 5.76 5.62 1  6,289,870 6,778,049 

2015 2.52 2.07 0.45 6.80 6.68 1  7,239,955  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent. Relative return is supplemental information.
3  Three-year annualised ex-post standard deviation in percent using 36 monthly returns.
4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.



12

NORGES BANK 
INVESTMENT 
MANAGEMENT 
PERFORMANCE RESULTS

NORGES BANK INVESTMENT MANAGEMENT / GIPS REPORT

Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 8.53 7.17 5.32 5.62

Benchmark return1 8.32 7.03 5.27 5.36

Relative return 0.21 0.14 0.06 0.26

Standard deviation of 
 composite return2

6.80 7.11 8.93 7.58

Standard deviation of 
 benchmark return2

6.68 6.96 8.34 7.17

Tracking error3 0.40 0.38 0.90 0.72

Information ratio4 0.51 0.37 0.12 0.39

Composite Sharpe ratio5 1.24 1.01 0.50 0.49

Benchmark Sharpe ratio5 1.23 1.01 0.52 0.48

Jensen’s alpha6 0.07 0.00 -0.19 0.10

Appraisal ratio7 0.17 0.01 -0.26 0.16

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3  Ex-post standard deviation of monthly relative returns.
4  Average relative return divided by the tracking error.
5   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.
6  Average return in excess of the risk-free rate minus beta-adjusted benchmark excess return.
7  Jensen’s alpha divided by the standard deviation of the residuals of the CAPM regression.

Portfolio return Benchmark return
12/31/1997 100 100

3/31/1998 103.7292 103.3291
6/30/1998 105.8775 105.4295
9/30/1998 102.0949 101.8936

12/31/1998 109.2567 109.0758
3/31/1999 112.4563 112.2858
6/30/1999 114.7135 114.3388
9/30/1999 113.8052 113.2407

12/31/1999 122.8479 121.3036
3/31/2000 125.7536 123.7277
6/30/2000 125.7500 123.5930
9/30/2000 126.1248 123.9026

12/31/2000 125.9074 123.9990
3/31/2001 122.3930 120.7082
6/30/2001 123.7318 121.9491
9/30/2001 117.1638 115.5478

12/31/2001 122.8010 120.7511
3/31/2002 123.5314 121.1076
6/30/2002 119.9116 117.4851
9/30/2002 113.7577 111.6054

12/31/2002 116.9775 114.6677
3/31/2003 114.9817 112.4817
6/30/2003 123.8792 121.1090
9/30/2003 125.9661 122.9645

12/31/2003 131.7081 128.4736
3/31/2004 135.5694 131.9413
6/30/2004 135.3597 131.6450
9/30/2004 137.2774 133.5368

12/31/2004 143.4769 139.2559
3/31/2005 144.9613 140.5122
6/30/2005 150.5202 145.6520
9/30/2005 155.3484 150.0602

12/31/2005 159.3946 153.2283
3/31/2006 162.9626 156.3543
6/30/2006 160.4417 154.1062
9/30/2006 166.7675 160.4172

12/31/2006 172.0228 165.1502
3/31/2007 174.5704 167.4373
6/30/2007 178.4684 170.6608
9/30/2007 180.5129 172.9244

12/31/2007 179.3528 172.5822
3/31/2008 169.2710 164.3097
6/30/2008 166.1083 160.8554
9/30/2008 153.3407 151.2301

12/31/2008 137.5506 138.1819
3/31/2009 130.9383 131.9959
6/30/2009 147.5297 145.9808
9/30/2009 167.4610 163.5311

12/31/2009 172.7851 167.8721
3/31/2010 179.4681 173.7299
6/30/2010 169.8134 164.3902
9/30/2010 182.1344 175.7209

12/31/2010 189.4085 182.2509
3/31/2011 193.3173 185.5251
6/30/2011 193.8953 186.2498
9/30/2011 176.7952 170.4326

12/31/2011 184.5854 177.8472
3/31/2012 197.7482 190.0565
6/30/2012 193.4295 186.2206
9/30/2012 202.6183 195.1128

12/31/2012 209.4126 201.3880
3/31/2013 220.9054 211.7875
6/30/2013 220.9654 211.1885
9/30/2013 232.0089 221.4764

12/31/2013 242.8542 231.5591
3/31/2014 246.9716 235.4515
6/30/2014 255.0120 243.4132
9/30/2014 255.1536 244.8233

12/31/2014 261.1390 250.7721
3/31/2015 275.0522 263.6448
6/30/2015 272.4311 260.1329
9/30/2015 258.3926 247.3012

12/31/2015 267.7300 255.9709
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Composite creation date and inception date
The composite inception date and the composite creation date of the Gov-
ernment Pension Fund Global, ex real estate is 31 December 1997.

Composite description
Norges Bank Investment Management manages the Pension Fund on behalf 
of the Ministry of Finance. This composite is the aggregate of the equity and 
fixed-income composites. The Pension Fund’s strategic weights are assigned 
by the Ministry of Finance and are currently 60 percent equity and 40 percent 
fixed income with a gradual transition to a real estate weighting of around 5 
percent over the next few years. Thus at any time, the strategic weight for 
the Pension Fund’s fixed-income investments is 40 percent less the fund’s 
share invested in real estate. Before June 2009, the strategic weights were 40 
percent equity and 60 percent fixed income.
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Norges Bank Investment Management seeks to achieve the highest possible 
return after costs measured in the Pension Fund’s currency basket and within 
the applicable management framework. The Ministry of Finance has, howev-
er, set limits for how much risk Norges Bank Investment Management may 
take in its active management of the Pension Fund. The management shall 
be organised with the aim that the expected annualised standard deviation 
for the relative return between the equity and bond portfolio and the associ-
ated benchmark index (expected tracking error) does not exceed 1 percent.

The fund cannot invest in securities that Norges Bank has excluded from 
the investment universe and further not in securities issued by a Norwegian 
enterprise, securities denominated in Norwegian kroner, real estate located 
in Norway or real estate companies, real estate funds or similar structures 
where the primary purpose is to invest in Norway. Accrued costs and depos-
its on real estate are included in the composite’s assets and firm assets prior 
to inception of real estate 31 March 2011. 

From the second quarter of 2000 and up to the fourth quarter of 2002, a 
tactical allocation fund was included in the numbers for the Government Pen-
sion Fund Global but not at asset class level. Its mandate was to invest across 
asset classes using quantitative analysis and had average total assets under 
management of around 4 billion Norwegian kroner during that period.

Derivatives, leverage and short positions
Norges Bank Investment Management’s access to the use of financial de-
rivatives is regulated as part of the provisions on the management of the 
Government Pension Fund Global laid down by the Ministry of Finance. 
Specifically, financial derivatives that are naturally linked to investments in the 
equity and bond portfolio may be used. In accordance with the investment 
mandate, the Pension Fund may use exchange traded future and option con-
tracts and over-the-counter (OTC) derivative contracts such as interest-rate 
swaps, credit-default swaps and equity swaps in order to achieve the lowest 
possible transaction cost, and to efficiently rebalance the portfolio. The seg-
mented net fair values and exposure of the financial derivatives for the last 
two years is shown in the table below. 

Financial 
 derivatives

Average exposure through year Net fair value 
at year-end2015 2014

Purchased Sold Purchased Sold 2015 2014
Foreign exchange 
contracts

183,034 - 81,878 - 2,838 2,134

Interest-rate swaps 4,339 41,558 1,483 25,191 -3,192 -4,642

Exchange traded 
futures

11,155 27,933 7,411 22,606 - -

Warrants and rights 613 - 769 - 450 556

Equity swaps - - 27 312 - -

Participatory 
 certificates

2,429 - - - - -

Figures in millions of Norwegian kroner
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Foreign exchange contracts consist of foreign currency exchange contracts 
with normal settlement for future delivery and non-deliverable contracts. 
Interest-rate swaps are agreements where the fund receives or pays a fixed 
rate of interest in exchange for a floating rate. Exchange traded futures 
consist of equity index futures and listed government bonds futures. War-
rants and rights are options to buy a stock at an agreed price within a certain 
timeframe. Equity swaps are agreements to exchange cash flows based on 
an underlying equity index or specific shares. Participatory certificates are in-
struments issued to international investors by registered foreign institutional 
investors to acquire an economic interest in listed shares. 

Leverage may be used with a view to performing the management task in an 
effective manner, but not with a view to increasing the investment portfolio’s 
exposure to risky assets in the equity and bond portfolio. More specifically, 
leveraging the equity and fixed-income portfolio is not permitted beyond 
what is necessary to minimise transaction costs or what is a normal part of 
investment management, and shall not exceed 5 percent of the net asset 
value of the combined equity and fixed-income portfolios. The use of lev-
erage was scaled back in the second half of 2009 due to changes in market 
conditions and a reorganization of Norges Bank Investment Management’s 
fixed-income management. Historically leverage has predominantly been 
used within the fixed-income composite to exploit differences in rates or 
credit spreads by combining derivatives, forward contracts and repurchase 
agreements. Within the equity segment leverage is mainly used to efficiently 
handle fund management activities and has historically been insignificant. 
Net leverage is calculated by comparing net exposure and actual market 
value (net asset value). Net exposure is found by converting all derivatives to 
underlying exposure. Prior to 2011 the leverage was calculated by looking at 
the net sum of all cash positions. Below, the net leverage in percent of the 
composite’s fair value is shown as a time series. 
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Short positions are permitted in the management of the Pension Fund given 
that Norges Bank Investment Management has access to the securities 
through an established borrowing arrangement. However, restrictions are laid 
down as part of the CEO investment mandate issued by Norges Bank’s Exec-
utive Board. The presence, use, and extent of short positions in the compos-
ite’s portfolio is immaterial.



15

NORGES BANK 
INVESTMENT 
MANAGEMENT 
PERFORMANCE RESULTS

NORGES BANK INVESTMENT MANAGEMENT / GIPS REPORT

Sub-advisors
Norges Bank Investment Management uses external investment manag-
ers to handle parts of the portfolio. Norges Bank Investment Management 
awards management mandates to organizations with expertise in clearly 
defined sectors and/or regions. The fund’s externally managed mandates had 
assets under management worth 297 billion Norwegian kroner at the end of 
2015. This is equivalent to 4 percent of the fund’s total value. External equity 
mandates accounted for 95 percent of the total external assets under man-
agement. There were a total of 81 external equity mandates and 3 external 
fixed-income mandates, managed by 70 different investment managers as at 
year-end 2015. The graph below shows the composition of externally man-
aged assets at year-end since inception as well as a share of the total Pension 
Fund. The complete list of organizations managing assets on behalf of Norges 
Bank Investment Management is available at our website www.nbim.no. 

Externally managed Eq      Externally manag           Externally managed Fixed Income (billion Norwegian kroner, left axis)
12/31/1998 67.18                             39.58                   0.82                    
12/31/1999 90.00                             40.47                   -                       
12/31/2000 120.57                           37.20                   16.80                  
12/31/2001 105.54                           21.02                   19.94                  
12/31/2002 91.07                             21.14                   37.68                  
12/31/2003 160.04                           23.95                   42.41                  
12/31/2004 179.04                           23.29                   57.67                  
12/31/2005 216.57                           21.01                   77.44                  
12/31/2006 273.59                           21.96                   118.15                
12/31/2007 216.28                           16.10                   108.66                
12/31/2008 211.95                           13.48                   94.74                  
12/31/2009 284.22                           11.98                   31.99                  
12/31/2010 258.47                           9.21                      25.00                  
12/31/2011 140.06                           4.39                      5.42                    
12/31/2012 145.87                           3.93                      4.11                    
12/31/2013 183.98                           3.77                      6.08                    
12/31/2014 263.06                           4.32                      14.68
12/31/2015 281.55                           3.97                      15.37
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Benchmark description
The benchmark of the Pension Fund ex real estate composite is a custom 
benchmark composed of an equity benchmark with combined market 
capitalization and factor weights provided by the FTSE Group and a GDP 
weighted fixed-income benchmark compiled by Barclays Capital. The asset 
class weights for this composite were 63.56 percent equity investments and 
36.44 percent fixed-income investments as at 31 December 2015.

The benchmark index for the equity portfolio is composed on the basis of 
the FTSE Global All Cap index. The benchmark is a combination of country 
factors and market cap weighting. The equities in the benchmark index are 
assigned the following factors based on their country of origin: European 
developed markets excluding Norway 2.5, USA and Canada 1, other devel-
oped markets 1.5 and emerging markets 1.5. The allocation to countries and 
regions and the distinction between developed and emerging markets are 
based on the FTSE Global All Cap Index. The benchmark is adjusted for the 
Norges Bank’s tax position on dividends. Securities issued by companies 
excluded by Norges Bank pursuant to the guidelines for observation and 
exclusion from the Government Pension Fund Global is not included in the 
benchmark index for the equity portfolio. At year-end the equity benchmark 
consisted of 45 countries and in excess of 7,000 securities. 
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Country for equity benchmark Actual benchmark 
indices

Total 100.00
North America 38.39
USA 36.48
Canada 1.91
Europe 38.29
Germany 5.32
France 5.08
Spain 1.88
Netherlands 1.76
Italy 1.61
Belgium 0.90
Finland 0.64
Ireland 0.22
Austria 0.18
Portugal 0.12
Greece 0.09
Euro-area 17.79
UK 11.48
Switzerland 5.36
Sweden 1.87
Denmark 1.16
Russia 0.31
Turkey 0.14
Poland 0.13
Hungary 0.02
Czech Republic 0.02
Asia 18.51
Japan 9.14
China 2.37
South Korea 1.60
Taiwan 1.44
Hong Kong 1.30
India 1.13
Singapore 0.49
Malaysia 0.37
Thailand 0.25
Indonesia 0.23
Philippines 0.17
Pakistan 0.02
Oceania 2.59
Australia 2.48
New Zealand 0.11
Latin America 1.15
Brazil 0.55
Mexico 0.41
Chile 0.12
Colombia 0.05
Peru 0.02
Africa 0.72
South Africa 0.69
Egypt 0.03
Middle East 0.36
Israel 0.28
United Arab Emirates 0.08

Figures in percent 
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The strategic fixed-income benchmark index consists of 70 percent govern-
ment debt (nominal and inflation-linked government bonds, and including 
bonds issued by supranational organisations) and 30 percent corporate 
debt (corporate bonds, including covered bonds). The index consists of the 
Barclays Global treasury, GDP weighted by country, the Barclays Global infla-
tion-linked index, and the subgroup Supranational (within government relat-
ed) in the Barclays Global Aggregate bond index for the government sector 
and all corporate bonds and sub group covered bonds within Barclays Global 
Aggregate limited to the currencies US dollars, Canadian dollars, euros, 
British pounds, Swedish kronor, Danish kroner and Swiss francs. The Barclays 
indices are not adjusted for withholding tax but are adjusted for excluded 
companies/issuers. At year-end the benchmark consisted of 23 currencies 
and more than 11,000 securities. The complete composition of the bench-
mark as well as historical compositions are available on www.nbim.no. The 
actual weights of the benchmark as of 31 December 2015 can be seen below 
together with strategic changes to the benchmark historically.

Fixed-income benchmark weights Government Corporate Total
Total  70.00  30.00  100.00 
North America  27.01  18.46  45.47 
USD  24.40  17.73  42.13 

CAD  2.61  0.73  3.34 

Europe  27.06  11.54  38.60 
EUR  18.36  8.70  27.06 

GBP  4.04  1.77  5.81 

CHF  1.00  0.53  1.52 

SEK  0.82  0.44  1.26 

PLN  0.77  -    0.77 

RUB  0.71  -    0.71 

DKK  0.49  0.10  0.58 

TRY  0.58  -    0.58 

CZK  0.30  -    0.30 

Asia  10.66  -    10.66 
JPY  7.11  -    7.11 

KRW  1.94  -    1.94 

THB  0.59  -    0.59 

MYR  0.47  -    0.47 

SGD  0.44  -    0.44 

HKD  0.10  -    0.10 

Oceania  2.41  -    2.41 
AUD  2.13  -    2.13 

NZD  0.27  -    0.27 

Latin America  1.92  -    1.92 
MXN  1.82  -    1.82 

CLP  0.10  -    0.10 

Africa  0.52  -    0.52 
ZAR  0.52  -    0.52 

Middle East  0.42  -    0.42 
ILS  0.42  -    0.42 

Figures in percent
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Strategic benchmark changes Advice from 
Norges Bank Implementation

Capital Allocation

Equity is introduced to the fund and alloca-
tion is set at 40 percent

07.11.97 June 1998

Equity allocation is increased to 60 percent 
and Fixed Income reduced to 40 percent

10.02.06 June 2009

Equity

Inclusion of Emerging Markets  
Brazil, Mexico, Greece, Turkey, Taiwan, 
 Thailand and South Korea

30.08.00 January 2001

Small-cap included in the benchmark 20.10.06 March 2008

Benchmark consists of countries in catego-
ries “Developed”, “Advanced Emerging” and 
“Secondary Emerging” within FTSE All Cap 
and specific country list is discontinued

24.06.08 December 2008

Country market capitalization factors 
introduced. Strategic weights on regions 
removed

02.02.12 July 2012

Fixed income

Introduction of corporate and securitized 
bonds

15.03.01 December 2003

Asia/Oceania regional fixed income weight 
reduced by 10 percent (offset by a 5 percent 
increase in the regional weights for America 
and Europe)

12.12.01 December 2003

Inflation linked government bonds included 
in the benchmark

06.09.04 November 2005

Reduction of 5 percent in the regional Asia 
weight met with a corresponding increase 
in the Europe weight

28.03.06 September 2006

GDP weighting of government segment 
and 70 percent/30 percent split of govern-
ment/private segments introduced. Strate-
gic weights on regions removed

18.03.11 February 2012

Emerging market currencies introduced to 
benchmark 

01.02.12 July 2012

Benchmark rebalancing
The actual benchmark weights may differ to the strategic benchmark weights 
due to the price movements in the market. For example, a stronger increase 
in equity prices will push the equities portion above its strategic weight. As a 
result, the actual benchmark portfolio may deviate from the strategic long-
term benchmark portfolio. Inflows and outflows are determined based on 
asset class weight in the actual benchmark and not used to rebalance the 
actual benchmark.

The Ministry of Finance has set rules for full rebalancing back to the strategic 
weights. These rules specify the maximum permitted deviation between the 
weights in the actual benchmark portfolio and the strategic benchmark port-
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folio before the benchmark must be rebalanced back to strategic weights. If 
the equity share of the actual benchmark index on the last trading day of the 
month deviates by more than 4 percentage points from the weight in the 
strategic benchmark index, rebalancing is initiated on the last trading day of 
the following month. The Ministry of Finance sets more detailed provisions 
on the rebalancing of the actual benchmark index. The details regarding the 
rebalancing rules can be found in the Management mandate for the Govern-
ment Pension Fund Global available on www.nbim.no.

Portfolio rebalancing
Inflows and outflows to the portfolio are treated independent of the bench-
mark. The portfolio is rebalanced independent of the benchmark but is gov-
erned by the tracking error limits.

Fee schedule
Performance numbers are gross of management fees and custodial fees but 
net of all trading expenses (transaction costs). In addition, non-reclaimable 
withholding taxes are deducted in the performance numbers. Norges Bank 
Investment Management does not operate with a fee schedule as mutual 
funds do. The Ministry of Finance has defined an upper limit of 9 basis points 
of average assets under management of which Norges Bank Investment 
Management will be reimbursed; the limit is up for evaluation each year. 
Costs above this upper limit are not covered. In addition, performance based 
fees to external managers are covered. The management expense ratio 
 remained at 6 basis points for 2015.
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Performance results: Government Pension Fund Global, 
equity 
31 December 1998 – 31 December 2015

Report presented as of: 31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket 1

Year
Com-
posite 

Return2

Bench-
mark 

Return2

Relative 
Return2

Com-
posite 

3-Yr 
StDev3

Bench-
mark 

3-Yr St 
Dev3

Number 
of Port-
folios4

Com-
posite 

Assets5

Firm 
Assets5

1999 34.81 31.32 3.49 1  93,651  340,855 

2000 -5.82 -6.31 0.49 1  152,829  522,544 

2001 -14.60 -14.66 0.06 15.24 14.81 1  246,412  739,116 

2002 -24.39 -24.47 0.07 16.94 16.74 1  230,993  743,670 

2003 22.84 22.33 0.51 18.15 18.02 1  361,165 1,044,264 

2004 13.00 12.21 0.79 15.30 15.26 1  416,298 1,236,653 

2005 22.49 20.33 2.16 9.71 9.53 1  582,305 1,648,874 

2006 17.04 17.13 -0.09 7.66 7.17 1  725,922 2,047,074 

2007 6.82 5.67 1.15 8.70 8.25 1  957,895  2,261,368 

2008 -40.71 -39.56 -1.15 17.01 16.28 1  1,128,937  2,498,961 

2009 34.27 32.41 1.86 20.85 20.19 1 1,644,106  2,851,020 

2010 13.34 12.61 0.73 22.20 21.56 1  1,891,250  3,317,700 

2011 -8.84 -8.36 -0.48 17.74 17.46 1  1,944,722  3,539,396 

2012 18.06 17.54 0.52 14.29 14.03 1  2,335,830  4,043,153 

2013 26.28 24.99 1.28 12.39 12.12 1 3,106,944  5,311,043 

2014 7.90 8.73 -0.82 9.14 8.95 1  3,939,923  6,778,049 

2015 3.83 3.00 0.83 10.24 10.05 1 4,571,808  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent. Relative return is supplemental information.
3  Three-year annualised ex-post standard deviation in percent using 36 monthly returns.
4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.
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Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 12.26 8.77 5.56 5.27

Benchmark return1 11.86 8.56 5.34 4.76

Relative return 0.40 0.21 0.22 0.51

Standard deviation of compos-
ite return2

10.24 11.65 15.12 14.84

Standard deviation of bench-
mark return2

10.05 11.43 14.72 14.49

Tracking error3 0.47 0.45 0.75 0.81

Information ratio4 0.80 0.49 0.36 0.67

Composite Sharpe ratio5 1.18 0.78 0.36 0.30

Benchmark Sharpe ratio5 1.17 0.78 0.35 0.26

Jensen’s alpha6 0.17 0.06 0.14 0.46

Appraisal ratio7 0.38 0.14 0.21 0.62

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3  Ex-post standard deviation of monthly relative returns.
4  Average relative return divided by the tracking error.
5   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.
6  Average return in excess of the risk-free rate minus beta-adjusted benchmark excess return.
7  Jensen’s alpha divided by the standard deviation of the residuals of the CAPM regression.

Portfolio return Benchmark return
12/31/1998 100.0000 100.0000

3/31/1999 106.6198 106.6513
6/30/1999 114.0692 113.4797
9/30/1999 112.0396 111.0088

12/31/1999 134.8110 131.3245
3/31/2000 138.4249 133.7509
6/30/2000 136.0191 131.2220
9/30/2000 134.6642 129.5224

12/31/2000 126.9627 123.0402
3/31/2001 114.4827 111.3595
6/30/2001 118.2763 114.6506
9/30/2001 96.7964 94.0492

12/31/2001 108.4296 105.0045
3/31/2002 110.8714 106.9700
6/30/2002 97.5471 94.1589
9/30/2002 78.4177 76.0022

12/31/2002 81.9815 79.3150
3/31/2003 75.6192 72.9153
6/30/2003 87.3872 84.3961
9/30/2003 91.0951 87.7387

12/31/2003 100.7022 97.0244
3/31/2004 104.5645 100.2937
6/30/2004 106.5131 102.1342
9/30/2004 105.4609 101.2785

12/31/2004 113.7920 108.8711
3/31/2005 116.0753 110.9820
6/30/2005 121.7264 115.9272
9/30/2005 131.7520 125.0694

12/31/2005 139.3825 131.0034
3/31/2006 149.3696 140.0000
6/30/2006 144.4325 135.8373
9/30/2006 151.8517 143.4058

12/31/2006 163.1360 153.4502
3/31/2007 167.3652 157.2350
6/30/2007 179.7561 167.7831
9/30/2007 179.2237 166.8795

12/31/2007 174.2640 162.1485
3/31/2008 152.1923 142.0188
6/30/2008 149.7558 139.3460
9/30/2008 130.0970 123.2647

12/31/2008 103.3241 98.0106
3/31/2009 94.1919 89.0279
6/30/2009 112.5538 105.7625
9/30/2009 132.4702 124.2215

12/31/2009 138.7315 129.7763
3/31/2010 145.5658 136.0029
6/30/2010 132.1295 123.4871
9/30/2010 145.1036 135.2628

12/31/2010 157.2430 146.1436
3/31/2011 161.8112 150.2001
6/30/2011 160.7523 149.4612
9/30/2011 133.5065 124.8736

12/31/2011 143.3350 133.9198
3/31/2012 159.0834 148.1855
6/30/2012 151.8067 141.6646
9/30/2012 161.6379 150.6651

12/31/2012 169.2232 157.4150
3/31/2013 183.1909 169.9058
6/30/2013 184.8233 170.8454
9/30/2013 198.9515 183.4432

12/31/2013 213.6933 196.7602
3/31/2014 216.8382 199.5179
6/30/2014 225.5379 207.8551
9/30/2014 224.4305 208.4161

12/31/2014 230.5847 213.9345
3/31/2015 247.9577 229.2281
6/30/2015 247.3919 227.7932
9/30/2015 226.2142 208.4435

12/31/2015 239.4143 220.3468
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Composite creation date and inception date
The composite inception date and the composite creation date of the Gov-
ernment Pension Fund Global, equity is 31 December 1998. 

Composite description
The Government Pension Fund Global, equity is the equity composite of the 
total Pension Fund. The investment strategy for equity management has 
been relatively stable throughout its history with enhanced indexing and with 
specialised fundamental sector management as the core strategy. During 
1998, the equity part of the Pension Fund was established as part of a transi-
tion process. In this process, large cash inflows and subsequent large asset 
purchases were incurred. No return numbers or assets are reported for 1998. 
Irrespective of this, the equity portfolio’s fair value is included in the total 
Pension Fund’s assets and the Firm’s assets as of 31 December 1998.
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Derivatives, leverage and short positions
Norges Bank Investment Management’s access to the use of financial de-
rivatives is regulated as part of the provisions on the management of the 
Government Pension Fund Global laid down by the Ministry of Finance. 
Specifically, financial derivatives that are naturally linked to investments in the 
 equity portfolio may be used. In accordance with this investment mandate, 
the Pension Fund may use foreign exchange contracts, exchange traded 
futures, equity warrants, rights and swaps and other related derivatives, in 
order to achieve the lowest possible transaction cost and to efficiently rebal-
ance the portfolio. Within the equity asset class the use of derivatives has 
been limited have been used for efficient portfolio management. Historically 
the sizes have not been of any meaningful size. The segmented net fair val-
ues and exposure of the financial derivatives for the last two years are shown 
in a table below. 

Financial 
 derivatives

Average exposure through year Net fair value 
at year-end2015 2014

Purchased Sold Purchased Sold 2015 2014
Foreign exchange 
contracts

3,116 - 769 - -7 -5

Exchange traded 
futures

2,005 5,571 2,781 9,686 - -

Warrants and 
rights

613 - 769 - 450 556

Equity swaps - - 27 312 - -

Participatory 
certificates

2,429 - - - - -

Figures in millions of Norwegian kroner

Leverage may be used with a view to performing the management task in an 
effective manner, but not with a view to increasing the investment portfo-
lio’s exposure to risky assets in the equity portfolio. More specifically, lever-
aging the portfolio is not permitted beyond what is necessary to minimise 
transaction costs or what is a normal part of investment management, and 
shall not exceed 5 percent of the net asset value of the combined equity 
and fixed-income portfolios. Within the equity segment leverage is mainly 
used to efficiently handle fund management activities and has historically 
not been material. Net leverage is calculated by comparing net exposure and 
actual market value (net asset value). Net exposure is found by converting all 
derivatives to underlying exposure. Prior to 2011 the leverage was calculated 
by looking at the net sum of all cash positions. Below, the net leverage in 
percent of the composite’s fair value is shown as a time series. 

Short positions are permitted in the management of the Pension Fund given 
that Norges Bank Investment Management has access to the securities 
through an established borrowing arrangement. However, restrictions are 
laid down as part of the CEO investment mandate issued by Norges Bank’s 
 Executive Board. The presence, use, and extent of short positions in the 
composite’s portfolio is immaterial.
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Sub-advisors
Norges Bank Investment Management uses external investment managers to 
handle parts of the portfolio. Norges Bank Investment Management awards 
management mandates to organizations with expertise in clearly defined 
sectors and/or regions. The fund’s externally managed equity mandates 
had assets under management worth 282 billion Norwegian kroner at the 
end of 2015. This is equivalent to 6 percent of the composite’s total value. 
There were a total of 81 external equity mandates managed by 70 different 
investment managers as at year-end 2015. The complete list of organizations 
managing equity assets on behalf of Norges Bank Investment Management 
is available at our website www.nbim.no. 

Benchmark description
The benchmark of the Government Pension Fund Global, equity, is a com-
bined country factor and market capitalization weighted custom benchmark 
compiled by the FTSE Group. The strategic equity index consists of the FTSE 
Global All Cap index adjusted for the Government of Norway’s tax position 
on dividends. The equities in the benchmark index are assigned the following 
factors based on their country of origin: European developed markets exclud-
ing Norway 2.5, USA and Canada 1, other developed markets 1.5 and emerg-
ing markets 1.5. The allocation to countries and regions and the distinction 
between developed and emerging markets are based on the FTSE Global All 
Cap Index. Securities issued by companies excluded by Norges Bank pursu-
ant to the guidelines for observation and exclusion from the Government 
Pension Fund Global is not included in the benchmark index for the equity 
portfolio. At year-end the benchmark consisted of 45 countries and in excess 
of 7,000 securities. The actual weights of the benchmark as of 31 December 
2015 can be seen below. Strategic changes to the equity benchmark through 
time are also detailed below.
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Country for equity benchmark Actual benchmark 
indices

Total 100.00
North America 38.39
USA 36.48
Canada 1.91
Europe 38.29
Germany 5.32
France 5.08
Spain 1.88
Netherlands 1.76
Italy 1.61
Belgium 0.90
Finland 0.64
Ireland 0.22
Austria 0.18
Portugal 0.12
Greece 0.09
Euro-area 17.79
UK 11.48
Switzerland 5.36
Sweden 1.87
Denmark 1.16
Russia 0.31
Turkey 0.14
Poland 0.13
Hungary 0.02
Czech Republic 0.02
Asia 18.51
Japan 9.14
China 2.37
South Korea 1.60
Taiwan 1.44
Hong Kong 1.30
India 1.13
Singapore 0.49
Malaysia 0.37
Thailand 0.25
Indonesia 0.23
Philippines 0.17
Pakistan 0.02
Oceania 2.59
Australia 2.48
New Zealand 0.11
Latin America 1.15
Brazil 0.55
Mexico 0.41
Chile 0.12
Colombia 0.05
Peru 0.02
Africa 0.72
South Africa 0.69
Egypt 0.03
Middle East 0.36
Israel 0.28
United Arab Emirates 0.08

Figures in percent
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Strategic benchmark changes Advice from 
Norges Bank Implementation

Inclusion of Emerging Markets  
Brazil, Mexico, Greece, Turkey, Taiwan, 
Thailand and South Korea

30.08.00 January 2001

Small-cap included in the benchmark 20.10.06 March 2008

Benchmark consists of countries in catego-
ries “Developed”, “Advanced Emerging” and 
“Secondary Emerging” within FTSE All Cap 
and specific country list is discontinued

24.06.08 December 2008

Country market capitalization factors 
introduced. Strategic weights on regions 
removed

02.02.12 July 2012

Fee schedule
Performance numbers are gross of management fees and custodial fees but 
net of all trading expenses (transaction costs). In addition, non-reclaimable 
withholding taxes are deducted in the performance numbers. Norges Bank 
Investment Management does not operate with a fee schedule as mutual 
funds do. The Ministry of Finance has defined an upper limit of 9 basis points 
of average assets under management of which Norges Bank Investment 
Management will be reimbursed; the limit is up for evaluation each year. 
Costs above this upper limit are not covered. In addition, performance based 
fees to external managers are covered. The management expense ratio for 
the Reserves Fund as a whole remained at 6 basis points for 2015.
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Performance results: Government Pension Fund Global, 
fixed income 
31 December 1997 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket1

Year

Com-
posite 

Re-
turn2

Bench-
mark 

Return2

Rel-
ative 
Re-

turn2

Com-
posite 
3-Yr St 
Dev3

Bench-
mark 

3-Yr St 
Dev3

Num-
ber of 
Port-

folios4

Com-
posite 

Assets5

Firm 
Assets5

1998 9.31 9.10 0.21 1  102,300  279,205 

1999 -0.99 -1.00 0.01 1  128,751  340,855 

2000 8.41 8.34 0.07 2.67 2.69 1  227,323  522,544 

2001 5.04 4.96 0.08 2.95 2.93 1  362,945  739,116 

2002 9.90 9.41 0.49 3.11 3.08 1  378,014  743,670 

2003 5.26 4.77 0.48 3.93 3.90 1  484,141 1,044,264 

2004 6.10 5.73 0.37 3.70 3.70 1  600,104  1,236,653 

2005 3.82 3.46 0.36 3.39 3.40 1  816,746 1,648,874 

2006 1.93 1.68 0.25 2.63 2.67 1  1,057,761 2,047,074 

2007 2.96 4.26 -1.29 2.45 2.59 1  1,060,749  2,261,368 

2008 -0.54 6.06 -6.60 4.19 3.90 1 1,146,489 2,498,961 

2009 12.49 5.13 7.36 5.02 4.06 1  995,937 2,851,020 

2010 4.11 2.58 1.53 5.20 4.22 1  1,186,191  3,317,700 

2011 7.03 6.51 0.52 3.79 3.17 1  1,355,722  3,539,396 

2012 6.68 6.97 -0.29 2.72 2.81 1  1,454,816 4,043,153 

2013 0.10 -0.15 0.25 2.67 2.89 1  1,878,996  5,311,043 

2014 6.88 7.59 -0.70 2.40 2.63 1 2,349,948 6,778,049 

2015 0.33 0.57 -0.24 2.64 2.92 1 2,668,147 7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent. Relative return is supplemental information.
3  Three-year annualised ex-post standard deviation in percent using 36 monthly returns.
4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.
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Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 2.39 4.15 4.13 4.87

Benchmark return1 2.61 4.24 4.08 4.73

Relative return -0.22 -0.09 0.04 0.14

Standard deviation of 
 composite return2

2.64 2.57 3.53 3.38

Standard deviation of 
 benchmark return2

2.92 2.80 3.24 3.21

Tracking error3 0.54 0.47 1.43 1.08

Information ratio4 -0.41 -0.19 0.03 0.13

Composite Sharpe ratio5 0.91 1.59 0.85 0.82

Benchmark Sharpe ratio5 0.90 1.49 0.91 0.82

Jensen’s alpha6 0.06 0.29 0.04 0.13

Appraisal ratio7 0.14 0.73 0.02 0.12

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3  Ex-post standard deviation of monthly relative returns.
4  Average relative return divided by the tracking error.
5   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly re-

turns.
6  Average return in excess of the risk-free rate minus beta-adjusted benchmark excess return.
7  Jensen’s alpha divided by the standard deviation of the residuals of the CAPM regression.

Portfolio return Benchmark return
12/31/1997 100.0000 100.0000

3/31/1998 102.1890 102.0250
6/30/1998 104.0843 103.9636
9/30/1998 108.9031 109.0106

12/31/1998 109.3113 109.1020
3/31/1999 109.7526 109.5463
6/30/1999 108.3114 108.2023
9/30/1999 108.1704 108.0391

12/31/1999 108.2307 108.0077
3/31/2000 110.5419 110.2910
6/30/2000 111.8308 111.5104
9/30/2000 113.2266 112.9713

12/31/2000 117.3343 117.0126
3/31/2001 119.5652 119.2282
6/30/2001 119.1065 118.7622
9/30/2001 123.1633 122.7681

12/31/2001 123.2453 122.8155
3/31/2002 122.4669 121.7751
6/30/2002 126.8039 125.9277
9/30/2002 132.7910 131.7708

12/31/2002 135.4464 134.3702
3/31/2003 138.3883 137.1643
6/30/2003 142.2157 140.7219
9/30/2003 141.9965 140.4303

12/31/2003 142.5643 140.7813
3/31/2004 145.7688 143.8583
6/30/2004 143.4417 141.4221
9/30/2004 147.9119 145.7253

12/31/2004 151.2603 148.8461
3/31/2005 151.8203 149.1405
6/30/2005 156.5218 153.7354
9/30/2005 156.4141 153.5374

12/31/2005 157.0370 153.9921
3/31/2006 155.2610 152.0927
6/30/2006 154.6570 151.4327
9/30/2006 159.5041 156.1159

12/31/2006 160.0674 156.5824
3/31/2007 161.2544 157.6309
6/30/2007 159.3407 155.6906
9/30/2007 162.6920 159.7292

12/31/2007 164.8127 163.2459
3/31/2008 166.2481 166.8589
6/30/2008 163.3856 163.7041
9/30/2008 161.4195 164.7514

12/31/2008 163.9296 173.1460
3/31/2009 162.4866 173.2134
6/30/2009 170.7324 175.5697
9/30/2009 183.0152 182.3473

12/31/2009 184.3973 182.0208
3/31/2010 188.3543 184.5347
6/30/2010 190.2951 186.3211
9/30/2010 196.8741 191.8846

12/31/2010 191.9820 186.7190
3/31/2011 193.3659 187.1693
6/30/2011 196.7987 190.4408
9/30/2011 203.9767 197.3940

12/31/2011 205.4768 198.8672
3/31/2012 208.7131 201.7712
6/30/2012 211.8904 204.9847
9/30/2012 216.4761 209.9729

12/31/2012 219.2090 212.7247
3/31/2013 221.5269 214.5112
6/30/2013 218.4343 210.8905
9/30/2013 219.1411 212.0910

12/31/2013 219.4271 212.4076
3/31/2014 223.9225 216.9128
6/30/2014 228.4918 221.4888
9/30/2014 230.6555 223.8890

12/31/2014 234.5251 228.5194
3/31/2015 238.3385 232.5451
6/30/2015 233.0384 226.5759
9/30/2015 235.1303 230.0508

12/31/2015 235.2929 229.8140
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Composite creation date and inception date
The composite inception date and the composite creation date of the Gov-
ernment Pension Fund Global, fixed income is 31 December 1997.

Composite description
The Government Pension Fund Global, fixed income is the fixed-income 
composite of the total Pension Fund. Since 2009, the composite has been 
managed with a fundamentally based strategy, including reduced leverage, 
less use of derivatives and increased focus on analysing issuers. Before this 
time, the investment strategy was to exploit liquidity and credit premiums in 
different sectors of the fixed-income market.

Derivatives, leverage and short positions
Norges Bank Investment Management’s access to the use of financial de-
rivatives is regulated as part of the provisions on the management of the 
Government Pension Fund Global laid down by the Norwegian Ministry of 
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Finance and available on their website. Specifically, financial derivatives that 
are naturally linked to investments in the fixed-income portfolio may be used. 
In accordance with this investment mandate, the Pension Fund may use 
exchange traded futures, interest-rate swaps, foreign exchange contracts and 
other related derivatives in order to achieve the lowest possible transaction 
cost, and to efficiently rebalance the portfolio. The segmented net fair values 
and average exposure of the financial derivatives in the composite for the last 
two years are shown in a table below. 

Financial 
 derivatives

Average exposure through year Net fair value 
at year-end2015 2014

Purchased Sold Purchased Sold 2015 2014
Foreign exchange 
contracts

181,326 - 81,109 - 2,845 1,952

Interest-rate 
swaps

4,339 41,558 1,483 25,191 -3,192 -4,642

Exchange traded 
futures

9,150 22,361 4,631 12,920 - -

Leverage may be used with a view to performing the management task in an 
effective manner, but not with a view to increasing the investment portfolio’s 
exposure to risky assets in the bond portfolio. More specifically, leveraging 
the fixed-income portfolio is not permitted beyond what is necessary to 
minimise transaction costs or is a normal part of investment management, 
and not in excess of 5 percent of the net asset value of the combined equi-
ty and fixed-income portfolios. The use of leverage was scaled back in the 
second half of 2009 due to changes in market conditions and a reorganiza-
tion of Norges Bank Investment Management’s fixed-income management. 
Historically leverage has predominantly been used within the fixed-income 
composite to exploit differences in rates or credit spreads by combining de-
rivatives, forward contracts and repurchase agreements. Net leverage is cal-
culated by comparing net exposure and actual market value (net asset value). 
Net exposure is found by converting all derivatives to underlying exposure. 
Prior to 2011 the leverage was calculated by looking at the net sum of all cash 
positions. Below, the net leverage in percent of the composite’s fair value is 
shown as a time series. 
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Short positions are permitted in the management of the Pension Fund given 
that Norges Bank Investment Management has access to the securities 
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through an established borrowing arrangement. However, restrictions are laid 
down as part of the CEO investment mandate issued by Norges Bank’s Exec-
utive Board. The presence, use, and extent of short positions in the compos-
ite’s portfolio is immaterial.

Sub-advisors
Norges Bank Investment Management uses external investment manag-
ers to handle parts of the portfolio. Norges Bank Investment Management 
awards management mandates to organizations with expertise in clearly 
defined sectors and/or regions. The fund’s externally managed fixed-income 
mandates had assets under management worth 15 billion Norwegian kroner 
at the end of 2015. This is equivalent to 0.6 percent of the composite’s total 
value. There were a total of 3 external fixed-income mandates managed by 3 
different investment managers as at year-end 2015. The complete list of or-
ganizations managing fixed-income assets on behalf of Norges Bank Invest-
ment Management is available at our website www.nbim.no. 

Benchmark
The benchmark index for the bond portfolio has fixed weights with monthly 
rebalancing to the following sub-indices: government bonds: 70 percent and 
corporate bonds: 30 percent. The government bond sub-index of the bench-
mark index for the bond portfolio comprises: all securities included in the 
Barclays Global Inflation-Linked Index (Series L), all securities included in the 
Barclays Global Treasury GDP Weighted by Country Index and all securities 
included in the supranational sub-segment (of the government-related seg-
ment) of the Barclays Global Aggregate Index. Bonds issued by supranational 
organisations are allocated to countries in the government bond sub-index 
based on the underlying currency denomination. The GDP weighted factors 
for Chile, Hong Kong and Russia are adjusted from 1 to 0.25 and from 1 to 
0.50 for Turkey. The government bond sub-index is rebalanced to fixed GDP 
weights on a monthly basis. The GDP weights are updated once every year. 

The corporate bond sub-index of the benchmark index for the bond portfolio 
comprises all securities included in the corporate sub-sector and the cov-
ered bond sub-segment (of the securitised segment) of the Barclays Global 
Aggregate Index. The corporate bond sub-index is restricted to the following 
approved currencies: US dollars, Canadian dollars, euros, British pounds, 
Swedish kronor, Danish kroner and Swiss francs. Within the corporate bond 
sub-index, the bonds are weighted using the methodology for the Barclays 
Global Aggregate Index. Securities denominated in Norwegian kroner or 
classified by Barclays as issued in Norway shall be excluded from the bench-
mark index for the bond portfolio. The same applies to securities issued by 
companies excluded by the Bank pursuant to the Guidelines for observation 
and exclusion from the Pension Fund. The Barclays indices are not adjusted 
for withholding tax. At year-end the benchmark consisted more than 11,000 
securities in 23 different currencies. The actual weights of the benchmark as 
of 31 December 2015 can be seen below. Strategic changes to the fixed-in-
come benchmark through time are also detailed below.
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Fixed-income benchmark weights Government Corporate Total
Total  70.00  30.00  100.00 

North America  27.01  18.46  45.47 

USD  24.40  17.73  42.13 

CAD  2.61  0.73  3.34 

Europe  27.06  11.54  38.60 

EUR  18.36  8.70  27.06 

GBP  4.04  1.77  5.81 

CHF  1.00  0.53  1.52 

SEK  0.82  0.44  1.26 

PLN  0.77  -    0.77 

RUB  0.71  -    0.71 

DKK  0.49  0.10  0.58 

TRY  0.58  -    0.58 

CZK  0.30  -    0.30 

Asia  10.66  -    10.66 

JPY  7.11  -    7.11 

KRW  1.94  -    1.94 

THB  0.59  -    0.59 

MYR  0.47  -    0.47 

SGD  0.44  -    0.44 

HKD  0.10  -    0.10 

Oceania  2.41  -    2.41 

AUD  2.13  -    2.13 

NZD  0.27  -    0.27 

Latin America  1.92  -    1.92 

MXN  1.82  -    1.82 

CLP  0.10  -    0.10 

Africa  0.52  -    0.52 

ZAR  0.52  -    0.52 

Middle East  0.42  -    0.42 

ILS  0.42  -    0.42 

Figures in percent
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Strategic benchmark changes Advice from 
Norges Bank Implementation

Introduction of corporate and securitized 
bonds

15.03.01 December 2003

Asia/Oceania regional fixed income weight 
reduced by 10 percent (offset by a 5 percent 
increase in the regional weights for America 
and Europe)

12.12.01 December 2003

Inflation linked government bonds included 
in the benchmark

06.09.04 November 2005

Reduction of 5 percent in the regional Asia 
weight met with a corresponding increase 
in the  Europe weight

28.03.06 September 2006

GDP weighting of government segment 
and 70 percent/30 percent split of govern-
ment/private segments introduced. Strate-
gic weights on regions removed

18.03.11 February 2012

Emerging market currencies introduced to 
benchmark 

01.02.12 July 2012

Fee schedule
Performance numbers are gross of management fees and custodial fees but 
net of all trading expenses (transaction costs). In addition, non-reclaimable 
withholding taxes are deducted in the performance numbers. Norges Bank 
Investment Management does not operate with a fee schedule as mutual 
funds do. The Ministry of Finance has defined an upper limit of 9 basis points 
of average assets under management of which Norges Bank Investment 
Management will be reimbursed; the limit is up for evaluation each year. 
Costs above this upper limit are not covered. In addition, performance based 
fees to external managers are covered. The management expense ratio for 
the Reserves Fund as a whole remained at 6 basis points for 2015.
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Performance results: Government Pension Fund Global, 
real estate 
31 March 2011 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket 1

Year
Com-
posite 

Return2

Compos-
ite 3-Yr 
St Dev3

Number 
of Port-
folios4

Com-
posite 

Assets5

External 
Valua-
tion6

Firm 
Assets5

20117 -4.37 1  11,129 100  3,539,396 

2012 5.77 1  25,123 100  4,043,153 

2013 11.79 1  51,794 100  5,311,043 

2014 10.42 4.24 1  140,868 100 6,778,049 

2015 10.00 3.72 1  235,199 100  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

 basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent.
3   Three-year annualised ex-post standard deviation in percent using 36 monthly returns. The measure is not 

provided for 2011, 2012 and 2013, since the inception date is 31 March 2011 and a full 36 months history is 
not available.

4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.
6  Percentage of composite assets valued using an external valuation.
7  Partial year; from inception date 31 March 2011.

Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 10.73 6.91

Standard deviation of compos-
ite return2

3.72 4.62

Sharpe ratio3 2.77 1.47

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.

Component 
Returns 
Year

 
 

Composite 
Return

Unlisted 
Real Estate 

Return

Unlisted 
Real Estate 

Income 
Return

Unlisted 
Real Estate 

Capital 
Return

 
Listed Real 

Estate 
Return

2011 -4.37 -4.37 2.11 -6.35

2012 5.77 5.77 4.23 1.53

2013 11.79 11.79 4.52 6.98

2014 10.42 9.65 4.23 5.26 5.97

2015 10.00 10.79 4.03 6.55 7.77

Note: 
1  Returns are in the fund’s currency basket and stated in percent.
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Composite creation date and inception date 
The composite inception date and the composite creation date of the Gov-
ernment Pension Fund Global, real estate is 31 March 2011. 

Composite description 
The Government Pension Fund Global, real estate is the real estate compos-
ite of the total Pension Fund. In March 2010, the fund was given a mandate to 
invest as much as 5 percent of its assets in real estate, while correspondingly 
reducing the share of fixed-income investments. Real estate investments 
will take place over time and be spread over different types of sectors and 
countries. The real estate portfolio mainly invests in traditional commercial 
property types located within well-developed markets. The Fund’s unlisted 
property investments are made through corporate structures. The compa-
nies are directly or indirectly wholly owned by Norges Bank or jointly owned 
with co-investors, which means that ownership control is exercised at several 
levels. The legal business units have their own boards where Norges Bank 
usually appoint or nominate directors. In addition to the unlisted properties 
the composite holds listed real estate (REITs), limited to 25 percent of the 
asset class net asset value.

The Ministry of Finance has set forth a general framework for the manage-
ment of the real estate composite. The fund may be invested in real estate or 
in equity and interest-bearing instruments issued by listed or unlisted com-
panies, fund structures and other legal entities whose primary business is the 
acquisition, development and management or financing of real estate. The 
fund may invest in real estate through Norwegian or other legal entities but 
not in real estate located in Norway. Capital shall not be invested in securi-
ties issued by enterprises that the Ministry of Finance has excluded from the 
investment universe. Norges Bank’s Executive Board has further set specific 
limits on real estate management. 

Derivatives and leverage 
Norges Bank Investment Management’s access to the use of financial de-
rivatives is regulated as part of the provisions on the management of the 
Government Pension Fund Global laid down by the Norwegian Ministry of 
Finance and available on their website. The composite, through its property 
managing real estate subsidiaries, may include derivative instruments in the 
normal course of investment management. At 2015 year end the portfolio in-
cludes minor derivatives positions in the real estate subsidiaries in the  United 
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Kingdom. Derivatives have not been used to manage risk at portfolio level 
during 2015.

Regarding leverage, the Norges Bank’s Executive Board has specified that the 
maximum allowed debt ratio of the unlisted real estate portfolio is 35 per-
cent. This equates to a net leverage level of 53.8 percent for that part of the 
portfolio. The debt ratio of the unlisted real estate portfolio was 8.8 percent 
at the end of 2015. The debt ratio is calculated as debt on gross asset prop-
erty value. The average net leverage employed during 2015 was around 7 per-
cent. Net leverage is calculated by comparing net exposure and actual market 
value (net asset value). Below, the net leverage in percent of the composite’s 
fair value is shown as a time series.
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Description of discretion 
Within the mandate, Norges Bank Investment Management has discretion in 
its investment selection activities. Regarding rights to dispose of the assets, 
there exist general lock-up provisions on the current portfolio of investments 
as set forth in the agreements with Norges Bank Investment Management’s 
counterparts. 

Valuation 
The basis of accounting is International Financial Reporting Standards (IFRS). 
Real estate investments are measured at fair value. At each calendar quarter 
real estate investments are adjusted to reflect their fair values as estimated 
by external independent valuation specialists using the discounted cash flow 
method (DCF) and the yield method, unless it is deemed that the acquisition 
price is a better estimate of fair value. At each calendar quarter end an inde-
pendent external valuation is obtained. On a monthly basis the value used in 
the performance calculations is the last quarter’s value except from the cash 
position that reflect the actual value. 

Calculation methodology – real estate 
In addition to the general disclosures on calculation methodology, this sec-
tion describes specific methodology related to real estate. Composite total 
returns are calculated monthly and income and capital component returns 
are calculated daily both on a time-weighted basis and geometrically linked 
across months. Returns include cash and cash equivalents. The linking of 
component returns across months results in a residual when comparing 
annual total returns and the sum of annual component returns. This is a 
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result of compounding and no adjustments are made to counter this effect. 
Returns are gross-of-fees. Returns are presented after transaction costs and 
after expensed operating costs relating to the operations of the real estate 
investment structure. Operating costs include bank charges, consulting and 
legal fees and administration expenses. Transaction costs are included in the 
capital return component and operating costs are included in the income 
return component. The real estate composite contains both listed and un-
listed real estate instruments included in the total returns but only unlisted 
real estate is included in the component returns. Therefore, the total return 
will not match the sum of the component returns. The real estate compos-
ite consists of 23 percent listed real estate (REITs) at 2015 year-end. Returns 
are presented before Norges Bank Investment Management’s internal costs 
related to real estate such as salaries to the real estate investment team. 
Returns are measured in the currency basket corresponding to the currencies 
in the Pension Fund’s equity and fixed-income benchmark. 

Benchmark description
The investment mandate from the Ministry of Finance does not specify a 
benchmark for the real estate asset class. However, the investment mandate 
states a return objective for the real estate portfolio.

The return objective is defined as the Investment Property Databank (IPD) 
Global Property index excluding Norway, adjusted for the actual effect of 
leverage and actual management costs. To determine if a benchmark is ap-
propriate, one needs to consider to what extent the benchmark reflects the 
investment mandate, objective, or strategy of the composite. The real estate 
portfolio is still under development and has almost doubled in size each year 
since inception in 2011. During 2015 the composite increased from 141 billion 
Norwegian kroner to 235 billion Norwegian kroner. The investments are allo-
cated towards the United Kingdom, continental Europe and USA. No invest-
ments have been made in the Asian private real estate market, constituting 
approximately 15 percent of the IPD Global Index. It is important to take into 
account the development stage of the real estate portfolio when performing 
an assessment of appropriateness. Norges Bank Investment Management 
has concluded that given the development state of the portfolio, compar-
ing the return against available benchmarks could be misleading. Hence, no 
benchmark returns are presented.

Fee schedule
Norges Bank Investment Management does not operate with a fee sched-
ule as other real estate investment managers. The Ministry of Finance has 
defined an upper limit of 9 basis points of average total assets under man-
agement of which Norges Bank Investment Management will be reimbursed; 
the limit is up for evaluation each year. Real estate related costs occurred in 
the corporate structures and performance based fees related to unlisted real 
estate are not covered. 
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Performance results: Government Pension Fund Global, 
unlisted real estate 
31 March 2011 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket1

Year
Com-
posite 

Return2

Composite 
3-Yr St 
Dev3

Number 
of Port-
folios4

Com-
posite 

Assets5

External 
Valuation6

Firm 
Assets5

20117 -4.37 1  11,129 100  3,539,396 

2012 5.77 1  25,123 100  4,043,153 

2013 11.79 1  51,794 100  5,311,043 

2014 9.65 4.25 1  107,637 100  6,778,049 

2015 10.79 3.96 1  181,141 100  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent.
3   Three-year annualised ex-post standard deviation in percent using 36 monthly returns. The measure is not 

provided for 2011, 2012 and 2013, since the inception date is 31 March 2011 and a full 36 months history is 
not available.

4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.
6  Percentage of composite assets valued using an external valuation.
7  Partial year; from inception date 31 March 2011.

Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 10.74 6.91

Standard deviation of composite 
return2

3.96 4.74

Sharpe ratio3 2.61 1.43

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.

Component  
Returns Year Composite Return  Income return  Capital return

2011 -4.37 2.11 -6.35

2012 5.77 4.23 1.53

2013 11.79 4.52 6.98

2014 9.65 4.23 5.26

2015 10.79 4.03 6.55

Note: 
1  Returns are in the fund’s currency basket and stated in percent.
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Composite creation date and inception date 
The composite inception date of the Government Pension Fund Global, 
unlisted real estate is 31 March 2011. The composite’s creation date is 31 
December 2015.

Composite description 
The Government Pension Fund Global, unlisted real estate is the unlisted 
real estate composite of the Government Pension Fund Global, real estate. 
Unlisted Real estate investments will take place over time and be spread over 
different types of sectors and countries. The real estate portfolio mainly in-
vests in traditional commercial property types located within well-developed 
markets. The unlisted property investments are made through corporate 
structures. The companies are directly or indirect wholly owned by Norges 
Bank or jointly owned with co-investors, which means that ownership control 
is exercised at several levels. The legal entities have their own boards where 
Norges Bank usually appoint or nominate directors. The composite is man-
aged by Norges Bank Real Estate Management and mandated through an 
investment mandate issued by Norges Bank Investment Management’s CEO.

Norges Bank Investment Management’s CEO has set forth a general frame-
work for the management of the real estate composite. The composite may 
be invested in real estate (rights to land or buildings) or in equity and inter-
est-bearing instruments issued by un-listed companies, fund structures and 
other legal entities whose primary business is the acquisition, development 
and management or financing of real estate. The fund may invest in real 
estate through Norwegian or other legal entities but not in real estate locat-
ed in Norway. Capital shall not be invested in securities issued by enterprises 
that the Ministry of Finance has excluded from the investment universe. 
Norges Bank Investment Management’s CEO has through the investment 
mandate further set specific limits on the unlisted real estate management. 

Derivatives and leverage 
Norges Bank Real Estate Management’s access to the use of financial de-
rivatives is regulated as part of the provisions on the management of the 
Government Pension Fund Global, unlisted real estate laid down by Norges 
Bank Investment Management’s CEO. The composite, through its property 
managing real estate subsidiaries, may include derivative instruments in the 
normal course of investment management. At 2015 year end the portfolio 
includes minor derivatives positions in the real estate subsidiaries in the Unit-
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ed Kingdom. Derivatives have not been used to manage risk at portfolio level 
during 2015.

Regarding leverage, the Norges Bank’s Executive Board has specified that the 
maximum allowed debt ratio of the unlisted real estate portfolio is 35 per-
cent. This equates to a net leverage level of 53.8 percent for the composite. 
The debt ratio of the unlisted real estate portfolio was 8.8 percent of total 
real estate assets at the end of 2015. The debt ratio is calculated as debt on 
gross asset property value. The average net leverage employed during 2015 
was around 10 percent. Net leverage is calculated by comparing net exposure 
and actual market value (net asset value). Below, the net leverage in percent 
of the composite’s fair value is shown as a time series.
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Description of discretion 
Within the mandate, Norges Bank Real Estate Management has discretion in 
its investment selection activities. Regarding rights to dispose of the assets, 
there exist general lock-up provisions on the current portfolio of investments 
as set forth in the agreements with Norges Bank Investment Management’s 
counterparts. 

Valuation 
The basis of accounting is International Financial Reporting Standards (IFRS). 
Real estate investments are measured at fair value. At each calendar quarter 
real estate investments are adjusted to reflect their fair values as estimated 
by external independent valuation specialists using the discounted cash flow 
method (DCF) and the yield method, unless it is deemed that the acquisition 
price is a better estimate of fair value. At each calendar quarter end an inde-
pendent external valuation is obtained. On a monthly basis the value used in 
the performance calculations is the last quarter’s value except from the cash 
position that reflect the actual value. 

Calculation methodology – real estate 
In addition to the general disclosures on calculation methodology, this sec-
tion describes specific methodology related to real estate. Composite total 
returns are calculated monthly and income and capital component returns 
are calculated daily both on a time-weighted basis and geometrically linked 
across months. Returns include cash and cash equivalents. The linking of 
component returns across months results in a residual when comparing 
annual total returns and the sum of annual component returns. This is a 
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result of compounding and no adjustments are made to counter this effect. 
Returns are gross-of-fees. Returns are presented after transaction costs and 
after expensed operating costs relating to the operations of the real estate 
investment structure. Operating costs include bank charges, consulting and 
legal fees and administration expenses. Transaction costs are included in the 
capital return component and operating costs are included in the income 
return component. Returns are presented before Norges Bank Real Estate 
Management’s internal costs related to real estate such as salaries to the real 
estate investment team. Returns are measured in the currency basket cor-
responding to the currencies in the Pension Fund’s equity and fixed-income 
benchmark. 

Benchmark description
The investment mandate from the Ministry of Finance does not specify a 
benchmark for the real estate asset class. However, the investment mandate 
states a return objective for the real estate portfolio. The return objective 
is defined as the Investment Property Databank (IPD) Global Property in-
dex excluding Norway, adjusted for the actual effect of leverage and actual 
management costs. To determine if a benchmark is appropriate, one needs 
to consider to what extent the benchmark reflects the investment mandate, 
objective, or strategy of the composite. The real estate portfolio is still under 
development and has almost doubled in size each year since inception in 
2011. During 2015 the composite increased from 108 billion NOK to 181 bil-
lion NOK. The investments are allocated towards the United Kingdom, conti-
nental Europe and USA. No investments have been made in the Asian private 
real estate market, constituting approximately 15 percent of the IPD Global 
Index. It is important to take into account the development stage of the real 
estate portfolio when performing an assessment of appropriateness. Norges 
Bank Investment Management has concluded that given the development 
state of the portfolio, comparing return against available benchmarks would 
be misleading. Hence, no benchmark returns are presented.

Fee schedule
Norges Bank Investment Management does not operate with a fee sched-
ule as other real estate investment managers. The Ministry of Finance has 
defined an upper limit of 9 basis points of average total assets under man-
agement of which Norges Bank Investment Management will be reimbursed; 
the limit is up for evaluation each year. Real estate related costs occurred in 
the corporate structures and performance based fees related to unlisted real 
estate are not covered. 
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Performance results: The investment portfolio of Norges 
Bank’s foreign exchange reserves 
31 December 1997 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket1

Year
Com-
posite 

Return2

Bench-
mark 

Return2

Rel-
ative 

Return2

Com-
posite 
3-Yr St 
Dev3

Bench-
mark 

3-Yr St 
Dev3

Num-
ber of 
Port-

folios4

Com-
posite 

Assets5

Firm 
Assets5

1998 9.78 9.86 -0.08 1  96,466  279,205 

1999 -1.14 -1.26 0.13 1  94,550  340,855 

2000 8.49 8.37 0.12 2.63 2.76 1  106,445  522,544 

2001 2.44 2.30 0.14 2.89 2.90 1  106,402  739,116 

2002 2.17 1.80 0.37 2.61 2.60 1  93,623  743,670 

2003 8.28 7.74 0.54 3.05 3.04 1  142,337  1,044,264 

2004 7.75 7.65 0.10 2.80 2.86 1  185,170  1,236,653 

2005 9.08 8.74 0.34 2.97 3.03 1  211,486  1,648,874 

2006 7.30 7.18 0.12 2.87 2.89 1  224,517  2,047,074 

2007 3.37 4.59 -1.22 3.35 3.07 1  213,986  2,261,368 

2008 -17.47 -13.51 -3.95 7.37 6.53 1  178,892  2,498,961 

2009 21.06 15.42 5.63 9.69 8.35 1  185,444  2,851,020 

2010 8.68 7.36 1.32 10.10 8.79 1  224,737  3,317,700 

2011 2.71 2.55 0.15 7.50 6.64 1  221,869  3,539,396 

2012 9.80 8.86 0.94 4.93 4.50 1  227,384  4,043,153 

2013 11.05 10.25 0.80 4.37 4.05 1  273,309  5,311,043 

2014 8.79 8.77 0.02 3.73 3.61 1  347,311  6,778,049 

2015 1.88 1.94 -0.06 4.54 4.51 1  411,102  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent. Relative return is supplemental information.
3  Three-year annualised ex-post standard deviation in percent using 36 monthly returns.
4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.
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Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 7.17 6.78 5.27 5.50

Benchmark return1 6.93 6.42 5.07 5.30

Relative return 0.24 0.36 0.20 0.20

Standard deviation of composite 
return2

4.54 4.42 6.50 5.19

Standard deviation of benchmark 
return2

4.51 4.24 5.81 4.73

Tracking error3 0.17 0.38 1.06 0.81

Information ratio4 1.35 0.93 0.22 0.27

Composite Sharpe ratio5 1.55 1.50 0.65 0.67

Benchmark Sharpe ratio5 1.51 1.49 0.69 0.69

Jensen's alpha6 0.19 0.09 -0.20 -0.07

Appraisal ratio7 1.12 0.28 -0.24 -0.10

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3  Ex-post standard deviation of monthly relative returns.
4  Average relative return divided by the tracking error.
5   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.
6  Average return in excess of the risk-free rate minus beta-adjusted benchmark excess return.
7  Jensen’s alpha divided by the standard deviation of the residuals of the CAPM regression.

Portfolio return Benchmark return
12/31/1997 100.0000 100.0000

3/31/1998 102.2783 102.2995
6/30/1998 104.0257 104.0168
9/30/1998 108.7751 109.1571

12/31/1998 109.7810 109.8647
3/31/1999 110.1060 110.2339
6/30/1999 108.7542 108.8082
9/30/1999 108.3502 108.3785

12/31/1999 108.5336 108.4754
3/31/2000 110.9808 110.8372
6/30/2000 112.2223 112.0551
9/30/2000 113.6399 113.4816

12/31/2000 117.7434 117.5499
3/31/2001 119.5364 119.3597
6/30/2001 118.7231 118.4750
9/30/2001 118.0846 117.7738

12/31/2001 120.6176 120.2553
3/31/2002 120.5307 120.0296
6/30/2002 120.5889 119.9319
9/30/2002 120.9284 120.2844

12/31/2002 123.2404 122.4249
3/31/2003 123.3166 122.3247
6/30/2003 129.6299 128.3824
9/30/2003 130.4821 129.0715

12/31/2003 133.4414 131.8993
3/31/2004 136.7958 135.2791
6/30/2004 136.0870 134.4345
9/30/2004 138.5561 136.9138

12/31/2004 143.7827 141.9920
3/31/2005 145.0609 143.1050
6/30/2005 150.3692 148.2638
9/30/2005 153.9815 151.7238

12/31/2005 156.8425 154.4056
3/31/2006 159.3882 156.7879
6/30/2006 156.9550 154.4771
9/30/2006 163.3869 160.7904

12/31/2006 168.2923 165.4940
3/31/2007 170.6969 167.8202
6/30/2007 174.5875 171.2838
9/30/2007 175.3752 173.1414

12/31/2007 173.9643 173.0974
3/31/2008 165.3634 166.3332
6/30/2008 162.6195 163.2034
9/30/2008 154.8069 156.9325

12/31/2008 143.5761 149.7059
3/31/2009 137.6253 144.0521
6/30/2009 152.0471 155.2702
9/30/2009 169.5480 169.6608

12/31/2009 173.8084 172.7961
3/31/2010 180.1732 178.2349
6/30/2010 175.0630 173.1235
9/30/2010 185.1376 182.0512

12/31/2010 188.9022 185.5152
3/31/2011 191.8332 187.6054
6/30/2011 193.7672 189.4669
9/30/2011 187.2474 184.0008

12/31/2011 194.0121 190.2546
3/31/2012 203.5810 198.4689
6/30/2012 202.3920 197.5241
9/30/2012 209.2189 203.7116

12/31/2012 213.0198 207.1074
3/31/2013 222.6528 215.7833
6/30/2013 222.4163 215.0178
9/30/2013 229.1865 221.4195

12/31/2013 236.5638 228.3380
3/31/2014 240.5270 232.1187
6/30/2014 247.4373 238.7903
9/30/2014 249.8797 241.0981

12/31/2014 257.3500 248.3637
3/31/2015 264.8324 255.7547
6/30/2015 262.9338 253.9305
9/30/2015 256.2605 247.5045

12/31/2015 262.1936 253.1830
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Composite creation date and inception date
The composite inception date and the composite creation date of the invest-
ment portfolio of Norges Bank’s foreign exchange reserves is 31 December 
1997. 

Composite description
Norges Bank Investment Management is responsible for the management 
of the long-term investment portfolio of the Norges Bank’s foreign exchange 
reserves. The long-term investment portfolio is to be managed with the 
objective to achieve the highest possible long-term return and in a way that 
ensures sufficient liquidity, subject to the constraints set out in the manage-
ment guidelines issued by the Central Bank Governor and the principles for 
management set by Norges Bank’s Executive Board.

This composite is the aggregate of the equity and fixed-income compos-
ites. The strategic asset class weights were 40 percent equity instruments 
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and 60 percent fixed-income instruments at the end of 2015. Until 2010 the 
management of the portfolio was based on the same overall processes and 
procedures as the management for the Pension Fund, albeit different invest-
ment mandates. However, in February 2010 Norges Bank’s Executive Board 
adopted new guidelines as the experience from the financial crisis showed 
that the need for foreign currency in Norges Bank’s traditional central bank-
ing activities was greater than previously assumed. It was therefore deemed 
necessary to improve the liquidity of the portfolio. The major changes were 
the removal of the corporate, securitized and inflation-linked sectors of the 
fixed-income benchmark index, and the removal of emerging markets and 
the implementation of market capitalization weights instead of custom 
regional weights on the equity index. The fixed-income benchmark now only 
consists of Treasuries. The bonds are denominated in US dollars, euros, Brit-
ish pounds and Japanese yen. The changes were effective from 30 June 2010 
on the benchmark side while the changes in the portfolio were implemented 
gradually. In March 2011, the fixed-income benchmark was limited to only 
government bonds in the previously mentioned currencies.

Norges Bank’s Executive Board has set limits for how much risk Norges Bank 
Investment Management may take in its active management. The most 
important limit is expressed as expected tracking error (relative volatility) and 
puts a ceiling on how much the return on the fund may be expected to devi-
ate from the return on the benchmark portfolio. The expected tracking error 
limit is 100 basis points. Norges Bank’s Executive Board has put further risk 
restrictions relating to the Reserves Fund, amongst other relating to maxi-
mum allowed leverage, short selling and liquidity.  

Derivatives, leverage and short positions
Norges Bank’s Executive Board has laid down guidelines for the Reserves 
Fund’s investments. These guidelines state that the portfolio may be in-
vested in derivatives that are naturally linked to listed equity instruments, 
fixed-income securities and money market instruments. However, the use of 
derivatives in the Reserves Fund is very limited and immaterial for the invest-
ment strategy.

Financial 
 derivatives

Average exposure through year Net fair value 
at year-end2015 2014

Purchased Sold Purchased Sold 2015 2014
Exchange traded 
futures

190 71 - 82 - -

Warrants and rights 5 - 15 - 3 13

Equity swaps - - - 16 - -

Figures in millions of Norwegian kroner

Leveraging the portfolio is not permitted beyond what is necessary to min-
imise transaction costs or is a natural part of normal investment manage-
ment, and not in excess of 5 percent of the market value of the portfolio. 
Historically, leverage has predominantly been used within the fixed-income 
composite to exploit differences in rates or credit spreads by combining 
derivatives, forward contracts and repurchase agreements. This activity is 
reflected in the Reserves Fund’s balance sheet when the gross value of the 
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bonds exceeds the fair value of the fixed-income composite. Leverage as 
described above was scaled back the second half of 2009 due to changes 
in market conditions and a reorganization of Norges Bank Investment Man-
agement’s fixed-income management. Within the equity segment, leverage 
is mainly used to efficiently handle fund management activities and has 
historically been insignificant.  Net leverage is calculated by comparing net 
exposure and actual market value (net asset value). Net exposure is found by 
converting all derivatives to underlying exposure. Prior to 2011 the leverage 
was calculated by looking at the net sum of all cash positions. Below, the net 
leverage in percent of the composite’s fair value is shown as a time series. 
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Short positions are permitted in the management of the Reserves Fund 
given that Norges Bank Investment Management has access to the securities 
through an established borrowing arrangement. However, restrictions exist 
in the management guidelines laid down by the Central Bank Governor. The 
presence, use, and extent of short positions in the composite’s portfolio is 
immaterial.

Sub-advisors
Norges Bank Investment Management currently do not use external invest-
ment managers in the Reserves Fund. However, external managers were 
previously used to manage parts of the Reserves Fund composite’s portfolio 
from 2000 until 2011.

Benchmark description
The strategic benchmark portfolio is defined by the fixed weights set by 
Norges Bank’s Executive Board for the asset classes, normally referred to 
as the strategic weights. The strategic benchmark index consists of 60 
percent fixed-income instruments and 40 percent equity instruments. The 
benchmark of the investment portfolio of Norges Bank’s foreign exchange 
reserves is a market capitalization weighted custom benchmark composed of 
an equity benchmark and a fixed-income benchmark compiled by the FTSE 
Group and Barclays Capital, respectively. The strategic equity index consists 
of the FTSE Global All World Developed Market indices limited to members 
of the Eurozone, United States, United Kingdom, Japan, Canada, Austral-
ia, Switzerland, Sweden and Denmark. It is adjusted for Norges Bank’s tax 
position on dividends and for excluded companies following the exclusion list 
in the Pension Fund. At year-end the benchmark consisted of 19 countries 
and around 1,800 securities. The actual benchmark weight for equity was 
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40.9 percent at year-end 2015. The strategic benchmark for the fixed-income 
portfolio is based on the Barclays Global Aggregate bond index but limited to 
the classification Treasuries. The currency strategic weights are 45 percent in 
US dollars, 35 percent in euros, 10 percent in British pounds and 10 percent 
in Japanese yen. Permitted issuers for the benchmark are: The Governments 
of France, Germany, Japan, United Kingdom and the United States. Secu-
rities with remaining maturity in excess of 10 years are excluded from the 
benchmark. At the end of each month, the composition of the benchmark is 
changed in accordance with the changes in composition made by Barclays 
Capital. At the end of each quarter, the currency distribution of the index is 
rebalanced to the fixed currency weights. The benchmark is not adjusted for 
withholding tax. It is adjusted for excluded issuers following the exclusion list 
in the Pension Fund. At year-end the benchmark consisted of around 400 
securities. The actual benchmark weight for fixed income was 59.1 percent 
at year-end 2015. The complete composition of the benchmark as well as 
historical compositions are available on www.nbim.no. The actual weights 
of the benchmark as of 31 December 2015 can be seen below together with 
strategic changes to the benchmark historically.

Country for equity 
benchmark  
(Currency for fixed- 
income benchmark)

Equities Fixed-income
Strategic 

benchmark 
indices

Actual 
benchmark 

indices

Strategic 
benchmark 

indices

Actual 
benchmark 

indices
Asset class weights 40  40.9 60  59.1 

USA (USD)  58.97  45.00 

Canada  2.83 

Total Americas  61.80  45.00 

Germany (EUR)  3.67  15.68 

France (EUR)  3.56  19.32 

Spain  1.27 

Netherlands  1.19 

Italy  0.97 

Belgium  0.58 

Finland  0.39 

Ireland  0.12 

Austria  0.08 

Portugal  0.06 

Greece  0.04 

Euro-area (EUR)  11.94  35.00 

United Kingdom (GBP)  7.52  10.00 

Switzerland  3.78 

Sweden  1.14 

Denmark  0.79 

Total Europe  25.16  45.00 

Japan (JPY)  10.24  10.00 

Australia  2.79 

Total Asia / Oceania  13.04  10.00

Figures in percent
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Strategic benchmark changes Decision by  
Executive Board Implementation

Capital Allocation

Equity allocation is set at 20 percent 19.07.00 December 2000

Equity allocation is increased from 20 per-
cent to 40 percent

03.07.02 December 2002

Equity

Inclusion of developed Emerging Markets 01.07.04 November 2004

Benchmark changed from FTSE All World to 
FTSE All Cap

12.06.07 September 2007

Emerging markets removed from the 
benchmark

03.02.10 June 2010

Benchmark changed from FTSE All Cap to 
FTSE All World Developed Market indices 
limited to a small number of countries

30.01.15 March 2015

Fixed income

Inclusion of non-Government Guaranteed 
Bonds

03.07.02 March 2003

Inclusion of Inflation-Linked Bonds 01.07.04 November 2004

Benchmark to only include government 
securities (treasuries) and securities issued 
by international organizations of the highest 
credit quality (government-related)

03.02.10 June 2010

Currencies limited to USD, JPY, EUR and 
GBP

03.02.10 June 2010

Benchmark to only include government 
securities (treasuries)

16.03.11 April 2011

Securities with remaining maturity in excess 
of 10 years are excluded 

30.01.15 March 2015

Quarterly rebalancing to fixed currency 
weights

30.01.15 March 2015

Benchmark rebalancing
The strategic benchmark portfolio is defined by the fixed weights set by 
Norges Bank’s Executive Board for the asset classes, normally referred to as 
the strategic weights. These are the initial weights in the actual benchmark 
portfolio that the fund’s management follows and is measured against. Diver-
gent price movements in the different asset classes will over time lead to 
weight changes in the actual benchmark portfolio. For example, a stronger 
increase in equity prices will push the equities portion above 40 percent. As a 
result, the actual benchmark portfolio may deviate from the strategic long-
term benchmark portfolio. Rebalancing is the process of bringing the weights 
in the actual benchmark portfolio closer to the strategic weights by buying or 
selling assets. The rebalancing regime set by Norges Bank’s Executive Board 
details that the benchmark rebalancing process is initiated on the last trading 
day of the following month when the equity share of the actual benchmark 
index on the last trading day of the month deviates by more than 4 percent-
age points from the weight in the strategic benchmark index. 
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Fee schedule
Performance numbers are gross of management fees and custodial fees but 
net of all trading expenses (transaction costs). In addition, non-reclaimable 
withholding taxes are deducted in the performance numbers. Norges Bank 
Investment Management does not operate with a fee schedule as mutual 
funds do and costs for the management of the Reserves Fund are not reim-
bursed as for the Pension Fund. The management expense ratio remained at 
3 basis points for 2015. The table below shows the different components of 
the total management costs.

Management costs 2015 2014
Amount Percent Amount Percent

Custody and settlement costs    9  10 

Internal and other costs  109  81 

Total management costs  118  0.03  91  0.03

Amounts stated in millions of Norwegian kroner
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Performance results: The investment portfolio of Norges 
Bank’s foreign exchange reserves, equity 
31 December 2001 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket1

Year
Com-
posite 

Return2

Bench-
mark 

Return2

Rel-
ative 

Return2

Com-
posite 
3-Yr St 
Dev3

Bench-
mark 

3-Yr St 
Dev3

Num-
ber of 
Port-

folios4

Com-
posite 

Assets5

Firm 
Assets5

2002 -26.36 -25.78 -0.58 1  16,909  743,670 

2003 20.48 21.01 -0.54 1  34,190  1,044,264 

2004 11.85 12.44 -0.59 15.68 15.63 1  56,134  1,236,653 

2005 20.53 20.36 0.16 9.71 9.67 1  70,669  1,648,874 

2006 17.03 17.30 -0.27 7.19 7.17 1  92,143  2,047,074 

2007 4.39 5.27 -0.88 8.57 8.33 1  88,953  2,261,368 

2008 -39.83 -39.40 -0.43 16.48 16.22 1  70,552  2,498,961 

2009 31.99 30.96 1.03 20.35 20.07 1  82,865  2,851,020 

2010 14.52 13.92 0.60 21.76 21.48 1  93,835  3,317,700 

2011 -5.92 -5.92 0.00 17.45 17.32 1  90,720  3,539,396 

2012 17.18 17.01 0.18 13.93 13.82 1  99,230  4,043,153 

2013 28.94 28.34 0.60 11.80 11.78 1  118,532  5,311,043 

2014 11.11 10.90 0.21 8.67 8.67 1  139,984  6,778,049 

2015 3.46 3.44 0.03 10.31 10.30 1  169,245  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent. Relative return is supplemental information.
3  Three-year annualised ex-post standard deviation in percent using 36 monthly returns.
4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.
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Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 14.02 10.32 6.15 5.70

Benchmark return1 13.76 10.14 6.11 5.79

Relative return 0.26 0.18 0.04 -0.10

Standard deviation of  
composite return2

10.31 11.40 14.85 14.66

Standard deviation of  
benchmark return2

10.30 11.39 14.69 14.53

Tracking error3 0.16 0.16 0.41 0.44

Information ratio4 1.44 1.07 0.15 -0.16

Composite Sharpe ratio5 1.33 0.92 0.40 0.37

Benchmark Sharpe ratio5 1.31 0.91 0.40 0.37

Jensen’s alpha6 0.21 0.16 0.00 -0.12

Appraisal ratio7 1.31 1.03 0.00 -0.28

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3  Ex-post standard deviation of monthly relative returns.
4  Average relative return divided by the tracking error.
5   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.
6  Average return in excess of the risk-free rate minus beta-adjusted benchmark excess return.
7  Jensen’s alpha divided by the standard deviation of the residuals of the CAPM regression.

Portfolio return Benchmark return
12/31/2001 100.0000 100.0000

3/31/2002 101.3785 101.5593
6/30/2002 88.7283 89.0835
9/30/2002 70.4752 71.1441

12/31/2002 73.6390 74.2237
3/31/2003 67.2664 67.9038
6/30/2003 77.3352 78.3170
9/30/2003 80.1708 81.0557

12/31/2003 88.7171 89.8197
3/31/2004 91.1896 92.5612
6/30/2004 93.2587 94.7082
9/30/2004 92.3205 93.9252

12/31/2004 99.2307 100.9934
3/31/2005 101.2129 102.9650
6/30/2005 105.8217 107.6378
9/30/2005 114.1325 116.1085

12/31/2005 119.5991 121.5602
3/31/2006 127.7445 129.9099
6/30/2006 123.7340 126.0597
9/30/2006 130.5537 133.1178

12/31/2006 139.9661 142.5915
3/31/2007 143.2298 146.1429
6/30/2007 153.4593 156.0079
9/30/2007 151.1341 154.7135

12/31/2007 146.1071 150.0991
3/31/2008 127.1272 131.2980
6/30/2008 124.7429 128.8441
9/30/2008 110.5084 114.2132

12/31/2008 87.9146 90.9570
3/31/2009 79.6771 82.2916
6/30/2009 94.5322 97.4422
9/30/2009 111.1595 114.2216

12/31/2009 116.0385 119.1179
3/31/2010 121.9075 125.1323
6/30/2010 110.7231 113.7239
9/30/2010 121.3849 123.8776

12/31/2010 132.8930 135.7036
3/31/2011 137.1142 140.2079
6/30/2011 136.4190 139.4372
9/30/2011 115.4272 117.9466

12/31/2011 125.0263 127.6705
3/31/2012 139.4618 142.4116
6/30/2012 133.8316 136.5689
9/30/2012 141.8364 144.6752

12/31/2012 146.5108 149.3809
3/31/2013 161.5341 164.6749
6/30/2013 163.7476 166.5646
9/30/2013 174.7443 177.6207

12/31/2013 188.9097 191.7136
3/31/2014 191.4921 194.2383
6/30/2014 200.1817 203.0299
9/30/2014 202.2410 204.9243

12/31/2014 209.8892 212.6058
3/31/2015 222.9409 225.9365
6/30/2015 221.0961 223.9400
9/30/2015 203.3711 206.0342

12/31/2015 217.1611 219.9174
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Composite creation date and inception date
The composite inception date and the composite creation date of the in-
vestment portfolio of Norges Bank’s foreign exchange reserves, equity is 31 
December 2001. 

Composite description
The investment portfolio of Norges Bank’s foreign exchange reserves, equity 
is the equity composite of the total Reserves Fund. The investment strategy 
for equity management has been relatively stable throughout its history with 
enhanced indexing as the core strategy. During 2001, the equity part of the 
Reserves Fund was established as part of a transition process. In this process, 
large cash inflows and subsequent large asset purchases were incurred. No 
return numbers or fair values are reported for 2001. Irrespective of this, the 
equity portfolio’s fair value is included in the total Reserves Fund’s assets and 
the Firm’s assets as of 31 December 2001.
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Derivatives, leverage and short positions
Norges Bank’s Executive Board has laid down guidelines for the Reserves 
Fund’s investments. These guidelines state that the portfolio may be invest-
ed in derivatives that are naturally linked to listed equity instruments fixed-in-
come securities and money market instruments. However, the use of deriva-
tives in the Reserves Fund’s equity composite is very limited and immaterial 
for the investment strategy.

Financial  
derivatives

Average exposure through year Net fair value 
at year-end2015 2014

Purchased Sold Purchased Sold 2015 2014
Exchange traded 
futures

190 71 - 82 - -

Warrants and rights 5 - 15 - 3 13

Equity swaps - - - 16 - -

Figures in millions of Norwegian kroner

Within the equity segment, leverage is mainly used to efficiently handle fund 
management activities and has historically not been of any meaningful size. 
Net leverage is calculated by comparing net exposure and actual market 
value (net asset value). Net exposure is found by converting all derivatives to 
underlying exposure. Prior to 2011 the leverage was calculated by looking at 
the net sum of all cash positions. Below, the net leverage in percent of the 
composite’s fair value is shown as a time series.
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Average net leverage during year

* The leverage shown in June 2013 and September 2014 was related to rebalancing of the portfolio.

Short positions are permitted in the management of the Reserves Fund 
given that Norges Bank Investment Management has access to the securities 
through an established borrowing arrangement. However, restrictions exist 
in the management guidelines laid down by the Central Bank Governor. The 
presence, use, and extent of short positions in the composite’s portfolio is 
immaterial.

Sub-advisors
Norges Bank Investment Management currently do not use external invest-
ment managers in the Reserves Fund. However, external managers were 
previously used to manage parts of the Reserves Fund equity composite’s 
portfolio from its inception until March 2005.
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Benchmark description
The strategic benchmark index for the investment portfolio of Norges Bank’s 
foreign exchange reserves, equity composite is a market capitalization 
weighted custom benchmark compiled by the FTSE Group. It consists of the 
FTSE Global All World Developed Market indices limited to members of the 
Eurozone, United States, United Kingdom, Japan, Canada, Australia, Switzer-
land, Sweden and Denmark. It is adjusted for Norges Bank’s tax position on 
dividends and for excluded companies following the exclusion list in the Pen-
sion Fund. At year-end the benchmark consisted of around 1,800 securities 
from 19 countries. The actual benchmark weight for equity was 40.9 percent 
at year-end 2015. The complete composition of the benchmark as well as 
historical compositions are available on www.nbim.no. The actual country 
weights of the benchmark as of 31 December 2015 can be seen below to-
gether with strategic changes to the benchmark historically.

Country for equity benchmark Actual benchmark
indices

Asset class weights  40.9 

USA  58.97 

Canada  2.83 

Total Americas  61.80 

Germany  3.67 

France  3.56 

Spain  1.27 

Netherlands  1.19 

Italy  0.97 

Belgium  0.58 

Finland  0.39 

Ireland  0.12 

Austria  0.08 

Portugal  0.06 

Greece  0.04 

Euro-area  11.94 

United Kingdom  7.52 

Switzerland  3.78 

Sweden  1.14 

Denmark  0.79 

Total Europe  25.16 

Japan  10.24 

Australia  2.79 

Total Asia / Oceania  13.04

Figures in percent
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Strategic benchmark changes Decision by  
Executive Board Implementation

Inclusion of developed Emerging Markets 01.07.04 November 2004

Benchmark changed from FTSE All World 
to FTSE All Cap

12.06.07 September 2007

Emerging markets removed from the 
benchmark

03.02.10 June 2010

Benchmark changed from FTSE All Cap 
to FTSE All World Developed Market 
indices limited to a small number of 
countries

30.01.15 March 2015

Fee schedule
Performance numbers are gross of management fees and custodial fees but 
net of all trading expenses (transaction costs). In addition, non-reclaimable 
withholding taxes are deducted in the performance numbers. Norges Bank 
Investment Management does not operate with a fee schedule as mutu-
al funds do and costs for the management of the Reserves Fund are not 
reimbursed as for the Pension Fund. The management expense ratio for the 
Reserves Fund as a whole remained at 3 basis points for 2015.
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Performance results: The investment portfolio of Norges 
Bank’s foreign exchange reserves, fixed income 
31 December 1997 – 31 December 2015

Report presented as of:  31 December 2015
Reported assets currency: Norwegian kroner
Reported returns currency: Currency basket 1

Year
Com-
posite 

Return2

Bench-
mark 

Return2

Rel-
ative 

Return2

Com-
posite 
3-Yr St 
Dev3

Bench-
mark 

3-Yr St 
Dev3

Num-
ber of 
Port-

folios4

Com-
posite 

Assets5

Firm 
Assets5

1998 9.78 9.87 -0.08 1  96,466  279,205 

1999 -1.14 -1.26 0.13 1  94,550  340,855 

2000 8.49 8.37 0.12 2.63 2.76 1 106,445  522,544 

2001 5.11 4.95 0.16 3.09 3.11 1  83,414  739,116 

2002 10.14 9.59 0.55 3.31 3.32 1  76,714  743,670 

2003 4.51 3.97 0.54 4.02 4.02 1  108,147  1,044,264 

2004 6.15 5.86 0.29 3.71 3.74 1  129,036  1,236,653 

2005 4.12 3.78 0.34 3.33 3.36 1  140,817  1,648,874 

2006 1.83 1.49 0.34 2.69 2.76 1  132,374  2,047,074 

2007 2.68 4.13 -1.45 2.48 2.64 1  125,033  2,261,368 

2008 -0.95 5.69 -6.65 3.89 3.82 1 108,340  2,498,961 

2009 13.73 5.29 8.44 4.74 3.94 1  102,578  2,851,020 

2010 4.50 2.69 1.81 4.97 4.15 1  130,901  3,317,700 

2011 8.99 8.63 0.36 3.90 3.44 1  131,149  3,539,396 

2012 4.69 3.80 0.89 3.25 3.37 1  128,153  4,043,153 

2013 -1.14 -1.31 0.16 3.26 3.38 1  154,777  5,311,043 

2014 7.11 7.23 -0.12 2.88 2.89 1  207,326  6,778,049 

2015 0.78 0.93 -0.15 2.75 2.78 1  241,858  7,886,255

Notes: 
1   The currency basket corresponds to the currency composition in the fund’s benchmark portfolio. The 

basket consisted of 33 international currencies at the end of 2015. The use of the currency basket is man-
dated by the Ministry of Finance.

2  Returns are gross-of-fees and stated in percent. Relative return is supplemental information.
3  Three-year annualised ex-post standard deviation in percent using 36 monthly returns.
4  A measure of internal dispersion is not provided since the composite contains only one portfolio.
5  Assets are stated in millions.
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Supplemental Information 3 Years 5 Years 10 Years Since  
inception

Composite return1 2.19 4.02 4.13 4.88

Benchmark return1 2.22 3.79 3.82 4.60

Relative return -0.03 0.23 0.31 0.29

Standard deviation of composite 
return2

2.75 2.95 3.58 3.42

Standard deviation of benchmark 
return2

2.78 3.04 3.32 3.30

Tracking error3 0.13 0.38 1.58 1.18

Information ratio4 -0.25 0.57 0.20 0.24

Composite Sharpe ratio5 0.80 1.34 0.84 0.82

Benchmark Sharpe ratio5 0.80 1.23 0.81 0.76

Jensen’s alpha6 -0.01 0.35 0.36 0.32

Appraisal ratio7 -0.07 0.96 0.23 0.27

Notes: All figures are annualised.
1  Gross-of-fees returns stated in percent.
2  Ex-post standard deviation in percent using monthly returns.
3  Ex-post standard deviation of monthly relative returns.
4  Average relative return divided by the tracking error.
5   Average monthly return in excess of the risk-free rate divided by the standard deviation of monthly 

 returns.
6  Average return in excess of the risk-free rate minus beta-adjusted benchmark excess return.
7  Jensen’s alpha divided by the standard deviation of the residuals of the CAPM regression.

Portfolio return Benchmark return
12/31/1997 100.0000 100.0000

3/31/1998 102.2783 102.2997
6/30/1998 104.0257 104.0172
9/30/1998 108.7751 109.1577

12/31/1998 109.7810 109.8655
3/31/1999 110.1060 110.2348
6/30/1999 108.7542 108.8092
9/30/1999 108.3502 108.3798

12/31/1999 108.5336 108.4768
3/31/2000 110.9808 110.8388
6/30/2000 112.2223 112.0569
9/30/2000 113.6399 113.4836

12/31/2000 117.7434 117.5521
3/31/2001 120.0211 119.8120
6/30/2001 119.2180 118.9809
9/30/2001 123.6210 123.3403

12/31/2001 123.7580 123.3727
3/31/2002 123.1806 122.5518
6/30/2002 127.5520 126.7147
9/30/2002 134.1938 133.2975

12/31/2002 136.3114 135.2053
3/31/2003 138.7553 137.4980
6/30/2003 142.5044 140.8568
9/30/2003 142.3863 140.6668

12/31/2003 142.4617 140.5755
3/31/2004 145.9666 144.0194
6/30/2004 143.5892 141.4907
9/30/2004 147.9579 145.7694

12/31/2004 151.2271 148.8127
3/31/2005 151.8422 149.2258
6/30/2005 156.7940 154.0685
9/30/2005 156.7496 153.8730

12/31/2005 157.4512 154.4356
3/31/2006 155.6696 152.4502
6/30/2006 154.9343 151.6922
9/30/2006 159.8963 156.4323

12/31/2006 160.3274 156.7368
3/31/2007 161.6104 157.7555
6/30/2007 159.7394 155.7682
9/30/2007 162.8790 159.7438

12/31/2007 164.6238 163.2059
3/31/2008 165.9085 166.7315
6/30/2008 163.3476 163.5815
9/30/2008 162.0097 164.7070

12/31/2008 163.0528 172.4942
3/31/2009 161.8430 172.4439
6/30/2009 170.9517 175.0655
9/30/2009 183.5376 181.7058

12/31/2009 185.4369 181.6183
3/31/2010 190.0798 184.5334
6/30/2010 192.4865 186.6922
9/30/2010 199.1764 192.1810

12/31/2010 193.7838 186.5039
3/31/2011 194.5409 185.6723
6/30/2011 198.6934 189.6457
9/30/2011 209.9630 201.3929

12/31/2011 211.2042 202.6042
3/31/2012 211.9584 202.2542
6/30/2012 216.3478 206.3824
9/30/2012 219.5666 209.0736

12/31/2012 221.1044 210.2973
3/31/2013 221.2897 210.1987
6/30/2013 218.1105 207.0142
9/30/2013 219.0953 208.1258

12/31/2013 218.5800 207.5506
3/31/2014 222.7580 211.5254
6/30/2014 226.3328 214.9463
9/30/2014 228.4930 217.0798

12/31/2014 234.1203 222.5582
3/31/2015 235.6926 224.2350
6/30/2015 234.1885 222.9076
9/30/2015 237.3524 225.9097

12/31/2015 235.9432 224.6266
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Composite creation date and inception date
The composite inception date and the composite creation date of the Gov-
ernment Pension Fund Global, fixed income is 31 December 1997. 

Composite description
The investment portfolio of Norges Bank’s foreign exchange reserves, fixed 
income is the fixed-income composite of the total Reserves Fund. The invest-
ment strategy for the fixed-income management was until 2008 to exploit 
liquidity and credit premiums in different sectors of the fixed-income market, 
this was in part supported by the use of OTC derivatives and leverage. The 
fixed-income management was re-organized in 2008 and the investment 
strategy was modified to have two main portfolios; one for rebalancing and 
indexing and one transition portfolio containing large and illiquid positions. 
The current purpose of the composite is to ensure sufficient liquidity in the 
total fund and active risk positions are to be taken in a balanced manner.
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Derivatives, leverage and short positions
Norges Bank’s Executive Board has laid down guidelines for the Reserves 
Fund’s investments. These guidelines state that the portfolio may be in-
vested in derivatives that are naturally linked to listed equity instruments, 
fixed-income securities and money market instruments. However, currently 
there are no derivative positions in the Reserves Fund fixed income compos-
ite. 

Historically, leverage has predominantly been used within the fixed-income 
composite to exploit differences in rates or credit spreads by combining 
derivatives, forward contracts and repurchase agreements. This is reflect-
ed in the Reserves Fund’s balance sheet when the gross value of the bonds 
exceeds the fair value of the fixed-income composite. Leverage as described 
above was scaled back in 2009 due to changes in market conditions and 
a reorganization of Norges Bank Investment Management’s fixed-income 
management in 2008 and 2009. Net leverage is calculated by comparing net 
exposure and actual market value (net asset value). Net exposure is found by 
converting all derivatives to underlying exposure. Prior to 2011 the leverage 
was calculated by looking at the net sum of all cash positions. Below, the net 
leverage in percent of the composite’s fair value is shown as a time series. 
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Short positions are permitted in the management of the Reserves Fund 
given that Norges Bank Investment Management has access to the securities 
through an established borrowing arrangement. However, restrictions exist 
in the management guidelines laid down by the Central Bank Governor. The 
presence, use, and extent of short positions in the composite’s portfolio is 
immaterial.

Sub-advisors
Norges Bank Investment Management currently do not use external invest-
ment managers in the Reserves Fund. However, external managers were pre-
viously used to manage parts of the Reserves Fund fixed income composite’s 
portfolio from its inception until August 2011.

Benchmark description
The benchmark of the investment portfolio of Norges Bank’s foreign ex-
change reserves, fixed income is a market capitalization weighted custom 
benchmark compiled by Barclays Capital. The strategic benchmark for the 
fixed-income portfolio is based on the Barclays Global Aggregate bond index 
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but limited to the classification Treasuries. The currency strategic weights are 
45 percent in US dollars, 35 percent in euros, 10 percent in British pounds and 
10 percent in Japanese yen. Permitted issuers for the benchmark are: The 
Governments of France, Germany, Japan, United Kingdom and the United 
States. Securities with remaining maturity in excess of 10 years are exclud-
ed from the benchmark. At the end of each month, the composition of the 
benchmark is changed in accordance with the changes in composition made 
by Barclays Capital. At the end of each quarter, the currency distribution of 
the index is rebalanced to the fixed currency weights. The benchmark is not 
adjusted for withholding tax. It is adjusted for excluded issuers following the 
exclusion list in the Pension Fund. At year-end the benchmark consisted of 
around 400 securities. The actual benchmark weight for fixed income was 
59.1 percent at year-end 2015. The complete composition of the benchmark 
as well as historical compositions are available on www.nbim.no. The ac-
tual weights of the benchmark as of 31 December 2015 can be seen below 
together with strategic changes to the benchmark historically.

Currency for fixed-income benchmark
Actual benchmark

indices
Total  100.0 

USA (USD)  45.00 

Total Americas  45.00 

Germany (EUR)  15.68 

France (EUR)  19.32 

Euro-area (EUR)  35.00 

United Kingdom (GBP)  10.00 

Total Europe  45.00 

Japan (JPY)  10.00 

Total Asia / Oceania  10.00

Figures in percent

Strategic benchmark changes Decision by  
Executive Board Implementation

Inclusion of non-Government Guaranteed 
Bonds

03.07.02 March 2003

Inclusion of Inflation Index Bonds 01.07.04 November 2004

Benchmark to only include government 
securities (treasuries) and securities 
issued by international organizations of 
the  highest credit quality (government- 
related)

03.02.10 June 2010

Currencies limited to USD, JPY, EUR and 
GBP

03.02.10 June 2010

Benchmark to only include government 
securities (treasuries)

16.03.11 April 2011

Securities with remaining maturity in 
excess of 10 years are excluded 

30.01.15 March 2015

Quarterly rebalancing to fixed currency 
weights

30.01.15 March 2015
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Fee schedule
Performance numbers are gross of management fees and custodial fees but 
net of all trading expenses (transaction costs). In addition, non-reclaimable 
withholding taxes are deducted in the performance numbers. Norges Bank 
Investment Management does not operate with a fee schedule as mutu-
al funds do and costs for the management of the Reserves Fund are not 
reimbursed as for the Pension Fund. The management expense ratio for the 
Reserves Fund as a whole remained at 3 basis points for 2015.


