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HiGHliGHts

2013 in figures

the gOvernment PensiOn fund glObal returned  

15.9 Percent, Or 692 billiOn krOner.

15.9 %
692 bn. Kr
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equity investments returned 26.3 Percent, while 

fixed-incOme investments returned 0.1 Percent. 

investments in real estate returned 11.8 Percent.  

11.8 %0.1 %

equity 
investments

real estate  
investments

fixed-income 
 investments

26.3 %
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the return On equity and fixed-incOme investments 

was 1.0 Percentage POint higher than the return On 

the benchmark indices the fund is measured against.

the fund

benchmark indices
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FIXED-INCOME INVESTMENTS

61.7 %
EQUITY INVESTMENTS 37.3 %

REAL ESTATE INVESTMENTS
1.0 %

INVESTERINGEN VAR FORDELT

the fund’s asset allOcatiOn at the end Of the 

year was 61.7 Percent equities, 37.3 Percent fixed 

incOme and 1.0 Percent real estate.

the fund
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the fund’s market value was 5,038 billiOn krOner  

at the end Of 2013, uP frOm 3,816 billiOn krOner  

a year earlier.

2013 5 038 000 000 000 Kr

2012 3 816 000 000 000 Kr

2011 3 312 000 000 000 Kr
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Figur 3-1 Fondets investeringer fordelt  på regioner per 31. desember 
2013. Prosent  
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Asia
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Latin America
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annual returns for equity, fixed-income and real estate 
investments. Percent
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Percent

9



10 manaGement \ GOVERNMENt PENSION FUNd GlOBAl \ ANNUAl REPORt 2013



 Øystein olsen, cHairman of tHe executive board

a gOOd year

the government Pension fund global turns oil 
revenue into financial wealth that will benefit both 
current and future generations of norwegians. 
norges bank’s mission in the management of the 
fund is therefore to safeguard and build wealth for 
future generations. investing in global economic 
output will never be risk-free, however, and we 
may see substantial fluctuations in the fund’s 
value in the future.

the fund passed the 5 trillion kroner mark for the 
first time in 2013, which is almost a million kroner 
for every norwegian. the fund has grown more 
quickly than anticipated when the first transfer of 
capital was made in may 1996. we invest in line 
with our mandate to deliver the highest possible 
return with moderate risk. 

we continued to diversify our investments across 
more markets, countries and currencies in 2013  
to give the fund broader exposure to the global 
economy. 

the bank also developed further its reporting and 
openness about the management of the fund. 

the fund is an active owner and a responsible 
investor. Our ownership activities reflect the 
fund’s long-term investment horizon. active 
ownership protects shareholders’ rights and 
provides a basis for profitable commercial activity. 
we strive continuously to improve our ownership 
work, and in 2013 it was strengthened further by 
setting up an advisory board, which will provide 
important support for our long-term ownership 
activities.

the fund returned 15.9 percent in 2013 due to 
strong growth in the stock market. this is the 
second-best return in the fund’s history.

Oslo, 12 february 2014

Øystein Olsen
chairman of the executive board

Our objective is to deliver the highest possible long-term return 
with moderate risk. 2013 was a good year for the fund. 

 the fund passed the 5 trillion 
kroner mark for the first time in 
2013, which is almost a million 
kroner for every norwegian. 

11



12 manaGement \ GOVERNMENt PENSION FUNd GlOBAl \ ANNUAl REPORt 2013



the fund returned 15.9 percent in 2013, due mainly to strong equity 
markets. this is the second-best return in the fund’s history, and there 
were positive returns in all of the fund’s asset classes.

ynGve slynGstad, ceo of norGes banK investment manaGement

strOng equity markets  
brOught high returns

the year’s results were driven by our equity 
investments, which returned 26.3 percent.  
despite various sources of uncertainty in the  
global economy, especially in emerging markets, 
world stock markets made broad gains in 2013. 
interest rates increased in all main markets, and  
our fixed-income investments returned 0.1 percent. 
investments in real estate still make up only a small 
part of the fund, but are set to grow considerably  
in the coming years. we made our first property 
purchase in the us during the year, and our real 
estate investments returned 11.8 percent in 2013. 
the overall return on the fund was 1.0 percentage  
point higher than on the benchmark indices it is 
measured against.

the fund’s equity allocation was 61.2 percent at the 
beginning of the year. strong stock market returns 
then pushed the equity allocation above 64 percent, 
and we sold shares for 150 billion kroner in the 
fourth quarter. although we made purchases for 
half this amount at the beginning of the year, 2013 
was still the first year in the fund’s history when we 
have been a net seller of shares. by the end of the 
year, the equity allocation was back to 61.7 percent. 

the fund’s market value grew by more than 1,200 
billion kroner during the year to 5,038 billion kroner. 
the return for the year was 692 billion kroner, and 
new inflows of 239 billion kroner were transferred 
from the government. a weaker krone increased 
the value of the fund in krone terms, but this has 
no bearing on the fund’s international purchasing 
power. the fund has received 3,302 billion kroner  
in petroleum revenue from the government since 
its inception, and the cumulative return has been 
1,799 billion kroner, or just over a third of the  
fund’s value. 

norges bank investment management is a growing 
international investment organisation. we ended 
the year with 370 employees of 28 nationalities at 
offices in five countries. we have a clear mandate 
and an unambiguous investment focus. we are 
tasked with safeguarding considerable wealth for 
future generations, and we have strengthened our 
organisation and our work on responsible and long-
term investment management with this in mind.

Oslo, 12 february 2014

yngve slyngstad
ceO of norges bank investment management

 the cumulative return has  
been 1,799 billion kroner, or just 
over a third of the fund’s value. 
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results for 2013

secOnd-best return  
in the fund’s histOry

growth in global stock markets brought a return of 15.9 percent on  
the government Pension fund global, the highest since 2009 and  
the second-best in its history.

equity investments returned 26.3 percent, fixed-
income investments 0.1 percent and real estate 
investments 11.8 percent. 

returns on the fund’s equity and fixed-income 
investments are compared with returns on global 
benchmark indices for equities and bonds set by 
the ministry of finance on the basis of indices 
from ftse group and barclays capital, respectively. 
the fund’s equity and fixed-income investments 
outperformed the benchmarks by 1.0 percentage 
point in 2013.

cumulAtiVe return of 1,799 billion 
Kroner
the norwegian government first transferred 
capital to the fund in may 1996. by the end of 
2013, the fund had received a total of 3,302 billion 
kroner and amassed a cumulative return of  
1,799 billion kroner.

norges bank investment management was set up 
on 1 January 1998 to manage the fund. between 
then and the end of 2013, the fund generated a 
gross annual return of 5.7 percent. after manage-
ment costs and inflation, the annual return was 
3.6 percent.

mArKet VAlue PAsses 5 trillion Kroner
the fund’s market value rose 1,222 billion kroner 
to 5,038 billion kroner in 2013. the market value  
is affected by investment returns, capital inflows 
and exchange rates. the fund returned 692 billion 
kroner in 2013 and received 239 billion kroner from 
the government. the krone weakened against 
several of the currencies in which the fund 
invests, and in isolation this increased its market 
value by 291 billion kroner. 

the fund’s asset allocation was 61.7 percent 
equities, 37.3 percent fixed income and 1.0 
percent real estate at the end of the year.

returns meAsured in the fund’s 
currency bAsKet  

the fund invests in international securities. 
returns are generally measured in 
international currency – a weighted 
combination of the currencies in the fund’s 
benchmark indices for equities and bonds. 
the fund’s currency basket consisted of 34 
currencies at the end of 2013. unless 
otherwise stated in the text, results are 
measured in the fund’s currency basket.

15.9 %
692 bn. Kr 
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table 1-1 returns as of 31 december 2013

2013 2012 4Q 2013 3Q 2013 2Q 2013 1Q 2013

Returns in international currency

return on equity investments (percent)  26.28  18.06  7.41  7.64  0.89  8.25 

return on fixed-income investments (percent)  0.10  6.68  0.13  0.32  -1.40  1.06 

return on real estate investments (percent)  11.79  5.77  3.67  4.09  3.94  -0.34 

return on fund (percent)  15.95  13.42  4.66  4.99  0.06  5.45 

return on equity and fixed-income investments (percent)  15.97  13.45  4.67  5.00  0.03  5.49 

return on benchmark equity and fixed-income indices 
(percent)

 14.98  13.24  4.55  4.87  -0.28  5.16 

relative return on equity and fixed-income investments 
(percentage points)

 0.99  0.21  0.12  0.13  0.31  0.32 

relative return on equity investments (percentage points)  1.28  0.52  0.15  0.27  0.34  0.32 

relative return on fixed-income investments  
(percentage points)

 0.25  -0.29  -0.02  -0.25  0.29  0.22 

management costs (percentage points)  0.07  0.06  0.02  0.02  0.02  0.01 

return on fund after management costs (percent)  15.88  13.35  4.65  4.97  0.04  5.43 

Returns in kroner (percent)

return on equity investments  36.26  11.07  8.30  8.54  4.59  10.83 

return on fixed-income investments  8.01  0.36  0.96  1.15  2.22  3.46 

return on real estate investments  20.62  -0.50  4.53  4.96  7.75  2.03 

return on fund  25.11  6.70  5.53  5.86  3.73  7.96 

return on equity and fixed-income investments  25.14  6.73  5.54  5.87  3.70  8.00 

table 1-2 historical key figures  as of 31 december 2013. annualised data, measured in the fund’s currency basket

last 12 months last 3 years last 5 years last 10 years
Since 

01.01.1998

Return on fund (percent)  15.95  8.62  12.03  6.30  5.70 

return on equity and fixed-income investments (percent)  15.97  8.64  12.04  6.31  5.70 

return on benchmark equity and fixed-income indices (percent)  14.98  8.31  10.88  6.07  5.39 

relative return on equity and fixed-income investments (per-
centage points)

 0.99  0.33  1.16  0.24  0.31 

standard deviation (percent)  6.25  7.24  9.00  8.53  7.67 

tracking error for equity and fixed-income investments (per-
centage points)

 0.38  0.37  0.68  0.90  0.75 

information ratio (ir)* for equity and fixed-income investments  2.62  0.90  1.70  0.27  0.42 

Return on fund (percent)  15.95  8.62  12.03  6.30  5.70 

annual price inflation (percent)  1.39  2.07  2.00  2.14  1.89 

annual management costs (percent)  0.07  0.07  0.09  0.10  0.09 

annual net real return on fund (percent)  14.29  6.35  9.74  3.98  3.65 
 

* the information ratio (ir) is a measure of risk-adjusted return. it is calculated as the ratio of relative return to the relative market risk that the fund has 
been exposed to. the ir indicates how much relative return has been achieved per unit of risk.
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 the fund’s equity and fixed-income 
investments outperformed the 

 benchmarks by 1.0 percentage 
point in 2013.
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Chart 1-1 The fund’s annual return. Percent 
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table 1-3 contributions from equity and fixed-income manage-
ment to the fund’s relative return in 2013. Percentage points

 total
Attributed to  

external management

equity investments 0.88 0.26

fixed-income investments 0.11 0.01

total 0.99 0.27

table 1-4 the fund’s return in 2013 in different currencies. 
Percent

 USd EUR GBP

return 14.77 9.81 12.63

chart 1-1 the fund’s annual return. Percent chart 1-2 annual returns for equity, fixed-income and real estate 
investments. Percent

Source: Norges Bank Investment Management

Source: Norges Bank Investment Management
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chart 1-4 the fund’s annual relative return and accumulated 
annualised relative return, excluding real estate investments. 
Percentage points

chart 1-3 the fund’s annual return and accumulated 
annualised return. Percent

Source: Norges Bank Investment ManagementSource: Norges Bank Investment Management
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Chart 1-4 The fund’s annual relative return and accumulated 
annualised relative return, excluding real estate investments. 
Percentage points. 
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table 1-5 key figures as of 31 december 2013

2013 2012 4Q 2013 3Q 2013 2Q 2013 1Q 2013

Market value (billions of kroner)*

market value of equity investments  3,107  2,336  3,107  2,998  2,785  2,609 

market value of fixed-income investments  1,879  1,455  1,879  1,674  1,571  1,536 

market value of real estate investments  52  25  52  42  40  37 

market value of fund  5,038  3,816  5,038  4,714  4,397  4,182 

inflow of new capital*  239  276  62  58  58  60 

return on fund  692  447  227  228  17  219 

changes due to fluctutations in krone  291  -220  35  31  139  86 

total change in fund  1,222  504  323  318  215  366 

Management costs (percent)

estimated transition costs**  0,01  0,03  0,00  0,00 0,00 0,00 

annualised management costs  0,07  0,06  0,07  0,06  0,07  0,06 

Changes in value since first capital inflow in 1996  
(billions of kroner)

gross inflow of new capital  3,302  3,060  3,302  3,239  3,180  3,121 

management costs***  24  21  24  23  22  21 

inflow of new capital after management costs  3,278  3,039  3,278  3,216  3,158  3,099 

return on fund  1,799  1,107  1,799  1,572  1,344  1,327 

changes due to fluctuations in krone  -39  -331  -39  -74  -105  -244 

market value of fund  5,038  3,816  5,038  4,714  4,397  4,182 

return after management costs  1,775  1,087  1,775  1,549  1,322  1,305 

table 1-6 accumulated returns since first capital inflow in 1996. billions of kroner

2013 2012 4Q 2013 3Q 2013 2Q 2013 1Q 2013

return on equity investments  1,242  579  1,242  1,021  805  777 

return on fixed-income investments  551  528  551  547  537  549 

return on real estate investments  5  0  5 3 2 0 

total return  1,799  1,107  1,799  1,572  1,344  1,327 

*  the fund’s market value shown in this table does not take into account the management fee to nbim from the ministry of finance. the market 
value therefore differs somewhat from the balance sheet and the statement of changes in owner’s capital in the financial-reporting section.  
the inflows in this table differ somewhat from inflows in the financial accounts (see statement of cash flows and statement of changes in owner’s 
capital) due to differences in the treatment of management fees and unsettled inflows (see statement of cash flows).

**   estimated transition costs of new capital inflows. these do not include costs due to strategic changes in the fund and costs from implementing 
benchmark index changes, for instance when companies, issuers and bonds are added to or excluded from the benchmark indices for equities  
and fixed income.

*** management costs at subsidiaries, see table 3.2 in the financial-reporting section, are not included in the management fee. management costs 
at subsidiaries have been deducted from the fund’s return before management fees.
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chart 1-5 the fund’s market value. billions of kroner

Source: Norges Bank Investment Management

chart 1-6 changes in the fund’s market value. billions of kroner

Source: Norges Bank Investment ManagementSource: Norges Bank Investment Management 

Chart 1-6 Changes in the fund’s market value. Billions of kroner. 
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 the fund is to be invested  
in most markets, countries  
and currencies to achieve broad 
exposure to global economic growth.
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fund manaGement

Our missiOn
the government Pension fund global was set up to support  
saving for future government spending and underpin long-term 
 considerations in the use of norway’s oil revenue. the norwegian 
Parliament has established the framework for the fund in the 
 government Pension fund act. 

the ministry of finance has formal responsibility 
for the fund’s management and has laid down 
general guidelines in the mandate for the 
management of the government Pension fund 
global. norges bank has been tasked with the 
management of the fund, and its executive board 
has delegated the operational management of the 
fund to norges bank investment management. 

the mandate from the ministry of finance requires 
that the fund is invested widely outside norway 
with a target asset allocation of 60 percent 
equities, 35-40 percent fixed income and up to  
5 percent real estate. we aim to deliver the highest 
possible return with moderate risk by investment 
strategies within and across the given asset classes 
and through efficient manage ment. we are an 
active owner, and our investment decisions are to 
take account of how we view companies’ long-
term financial, social and environmental risks.

within the bounds of our mandate, we seek to 
safeguard the fund’s international purchasing 
power through a long-term real return in excess  
of growth in the global economy, estimated at  
4 percent. the fund is to be invested in most 
markets, countries and currencies to achieve  
broad exposure to global economic growth. 
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chart 3-3 the fund’s holdings in fixed-income markets. Percent of 
the market value of bond indices compiled by barclays capital

chart 3-2 the fund’s holdings in equity markets. Percent of ftse 
global all cap index’s market value

Source: Barclays Capital, Norges Bank Investment ManagementSource: FtSE, Norges Bank Investment Management
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Chart 3-3 The fund’s holdings in fixed-income markets. Percent of the 
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Global investments

intO new markets
the fund is invested widely in most markets outside norway. 
we entered ten new countries in 2013.

chart 3-1 the fund’s investments sorted by region as of 31 
december 2013. Percent

Source: Norges Bank Investment Management

Kilde: Norges Bank Investment Management 

Figur 3-1 Fondets investeringer fordelt  på regioner per 31. desember 
2013. Prosent  
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Europa 
44,8 % 

Midtøsten 
0,3 % Afrika 

0,7 % 
Asia 

14,3 % 

Oseania 
2,2 % 

Nord-Amerika 
35,2 % 

Latin-Amerika 
2,6 % 

the fund’s investments were spread across  
82 countries at the end of the year, up from  
72 a year earlier. the number of currencies in 
which the fund was invested increased to 44.  
Of the fund’s capital inflows of 239 billion kroner  
in 2013, 62.2 percent were invested in equities,  
29.9 percent in fixed income and 7.9 percent in  
real estate. around 7.9 percent of new inflows 
were invested in emerging markets.

at the end of the year, europe accounted for  
45.2 percent of the fund’s investments, down 
from 48.0 percent a year earlier. 32.8 percent  
was invested in north america, up from 32.2 
percent in 2012. 14.8 percent was invested in  
asia, up from 12.9 percent.
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table 3-1 the fund’s ten largest country holdings as of  
31 december 2013. Percent 

Country total Equity Fixed-income

us 29.8 18.2 11.6

uk 11.9 9.3 2.6

germany 7.6 4.3 3.4

Japan 7.2 4.3 2.9

france 5.7 4.1 1.6

switzerland 4.5 3.8 0.7

canada 3.0 1.4 1.6

spain 2.9 1.2 1.7

the netherlands 2.5 1.2 1.3

sweden 2.5 1.7 0.8

table 3-2 the fund’s ten largest currency holdings as of  
31 december 2013. Percent 

Country total Equity Fixed-income

usd  33.5 19.2 14.3

eur  24.3 13.9 10.4

gbP  10.9 8.9 2.0

JPy  7.1 4.3 2.8

chf  4.2 3.7 0.5

cad  2.6 1.3 1.3

sek  2.2 1.7 0.5

hkd  2.1 2.0 0.1

aud  2.0 1.2 0.8

krw  1.6 1.0 0.6

the PhiliPPines
• accounted for 0.1 percent 

of the fund’s investments 
at the end of 2013.

• the fund held shares in  
50 companies and bonds 
from 1 issuer.

hungAry
• accounted for 0.1 percent 

of the fund’s investments 
at the end of 2013.

• the fund held shares in  
8 companies and bonds 
from 2 issuers.

colombiA
• accounted for 0.1 percent 

of the fund’s investments 
at the end of 2013.

• the fund held shares in  
15 companies and bonds 
from 2 issuers.
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 338 cOmPanies
 154 bOnds frOm 42 issuers

latin america

 176 cOmPanies
 20 bOnds frOm 2 issuers

africa

 110 cOmPanies
 30 bOnds frOm 9 issuers

middle east   

2 223  cOmPanies
1 543  bOnds frOm 476 issuers
 3 real estate POrtfOliOs

nortH america

95  bOnds frOm 15 issuers

international  
orGanisations

europe
 1 919  cOmPanies
 1 388  bOnds frOm 423 issuers
 7 real estate POrtfOliOs

 294 cOmPanies
 117 bOnds frOm 31 issuers

oceania

 3 153 cOmPanies
 456  bOnds frOm 62 issuers

asia
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equity investments

strOng gains in  
develOPed markets

the fund’s equity investments returned 26.3 percent  in 2013  
after the biggest rise in global stock markets for four years. 

strongest PerformAnce in north AmericA
the best-performing region in 2013 was north 
america. investments there returned 33.9 percent 
and accounted for 31.7 percent of the fund’s 
equity investments at the end of the year.  
the us was the fund’s single largest market.  
the main reason for the buoyant market was the 
federal reserve’s continued provision of liquidity 
to the economy. corporate earnings increased, 
due partly to lower borrowing costs.  

european equities returned 28.8 percent in 2013. 
the recovery in the european economy and 
investors’ confidence in the stock market 
contributed to the gains. european companies 
accounted for 48.0 percent of the fund’s equity 
investments at the end of the year. the uk was 
the fund’s second-largest single market, 
accounting for 15.1 percent of its equity 
investments.

Japanese equities returned 29.6 percent. the bank 
of Japan provided the market with liquidity during 
the year, which weakened the yen and led to 
higher exports and a stock market increase. 
Japanese shares accounted for 7.0 percent of the 
fund’s equity investments and were its third-
largest single market at the end of the year.

chinese equities returned 17.4 percent. several 
factors impacted positively on the market, and 
the decision to lift the ban on new stock market 
launches boosted financial stocks. the fund’s 
total quota was increased in 2013 and stood at  
1.5 billion dollars at the end of the year. chinese 
stocks accounted for 2.5 percent of the fund’s 
equity investments and was its single largest 
emerging market at the end of the year, ahead of 
taiwan at 1.4 percent and brazil at 1.2 percent.

26.3 %

emerging markets returned 1.1 percent in 2013. 
emerging markets had a weak performance in  
a turbulent first half of the year, but had positive 
returns in the second half. there were major 
variations between emerging markets. countries 
with large current account deficits, such as brazil, 
india and south africa, saw capital moving out of 
the country. markets with current account 
surpluses, such as china, put in a positive 
performance. emerging markets accounted for  
9.7 percent of the fund’s equities  at the end  
of the year. 

strongest returns in 
telecommunicAtions
there were gains in all equity sectors in 2013. 
telecoms were the fund’s best-performing sector 
with a return of 37.5 percent, after a number of 
large transactions in the market during the year. 
investments in healthcare returned 35.0 percent, 
boosted by new patents. consumer services 
returned 34.8 percent, due partly to higher 
advertising revenue at media companies.
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basic materials performed worst with a return  
of 5.1 percent. market expectations of weaker 
economic growth in china led to reduced demand 
for commodities, which affected prices for stocks 
in this sector. 

indiViduAl stocKs
uk telecom company vodafone contributed the 
most to the return on equity investments in 2013, 
followed by us asset manager blackrock and 
swiss drugmaker roche. the worst-performing 
investment was uk mining company anglo-
american, followed by brazilian miner vale and 
australian miner bhP billiton. 

the largest investment in any one company was 
in swiss nutrition company nestlé. the fund’s  
2.7 percent stake had a market value of 39 billion 
kroner at the end of the year. the fund’s top ten 
equity holdings otherwise included three oil and 
gas producers, two financial institutions, two 
pharmaceutical companies, a telecom company 
and an it company.

the largest percentage holding in any one 
company was a 9.4 percent stake in irish 
packaging producer smurfit kappa group, worth 
more than 3.2 billion kroner at the end of the year. 
the fund may hold up to 10 percent of the voting 
shares in a company.

the largest offering in which the fund participated 
was at lloyds banking group, where it bought 
shares for 48.8 million pounds, or 458 million 
kroner. this was followed by offerings at 

deutsche bank and suntory beverage & food, in 
which the fund bought shares for 15.9 million 
euros and 1,860 million Japanese yen, equivalent 
to 120 million kroner and 115 million kroner, 
respectively. 

shAres in more thAn 8,000 comPAnies 
worldwide
the fund was invested in 8,213 companies at the 
end of 2013, up from 7,427 a year earlier. it had 
stakes of more than 2 percent in 1,088 companies, 
and more than 5 percent in 45 companies. the 
number of countries approved as marketplaces 
for trading in equities rose from 52 to 58 with the 
addition of kuwait, Oman, tunisia, vietnam, 
slovakia and Pakistan.  

the fund’s average holding in the world’s listed 
companies, measured as its share of the ftse 
global all cap stock index, was 1.3 percent at the 
end of 2013, up from 1.2 percent a year earlier. 
holdings were highest in europe at 2.5 percent, 
unchanged from the end of 2012. holdings in 
emerging markets averaged 1.4 percent, up from 
1.1 percent, while holdings in developed markets 
were unchanged at 1.3 percent. 

rebAlAncing triggers shAre sAles

a public rule was introduced in October 2012 for how far the strategic equity allocation in the fund’s 
benchmark index set by the ministry of finance may deviate from 60 percent before it must be returned to  
the target level. the limit was set at 4 percentage points. strong growth in stock markets pushed the equity 
allocation in the fund’s benchmark index above 64 percent at the end of the third quarter, and so it was 
returned to 60 percent with effect from the last trading day in October. this was the first time that rules-
based rebalancing of the equity allocation in the fund’s benchmark index has been triggered. the adjustment 
of the actual portfolio will take place over a longer period, but the fourth quarter of 2013 was still the first in 
the fund’s history when we sold more shares than we bought, and this was despite significant inflows of new 
capital to the fund. by the end of the year, the equity allocation of the fund was back at 61.7 percent. 

 kuwait, Oman, tunisia, 
vietnam, slovakia and Pakistan 
were added to the list of new 
marketplaces in 2013.
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chart 4-2 Price moves in stock sectors in the ftse global all cap 
index. measured in us dollars. indexed 31 dec 2012 = 100

Source: FtSE
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Chart 4-2 Price moves in stock sectors in the FTSE Global All Cap 
Index. Measured in US dollars. Indexed 31 Dec 2012 = 100 
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chart 4-1 Price developments in regional and global equity markets. 
measured in us dollars, except for the stoxx europe 600, which is 
measured in euros. indexed 31 dec 2012 = 100

Source: Bloomberg
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Chart 4-1  Price developments in regional and global equity markets. 
Measured in US dollars, except for the Stoxx Europe 600, which is 
measured in euros. Indexed 31 Dec 2012 = 100 
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table 4-2 return on the fund’s equity investments in 2013. by sector. Percent

Sector
Return in  

international currency
Share of equity 

 investments*

financials  27.1 23.8

industrials  29.4 14.4

consumer goods  26.1 14.0

consumer services  34.8 10.2

healthcare  35.0 8.7

Oil and gas  16.1 8.4

technology  30.6 7.5

basic materials  5.1 6.4

telecommunications  37.5 3.9

utilities  16.4 3.5
 
*does not sum up to 100 because cash and derivatives are not included.

table 4-1 return on the fund’s equity investments

year
Return  

(percent)

1999 34.81

2000 -5.82

2001 -14.60

2002 -24.39

2003 22.84

2004 13.00

2005 22.49

2006 17.04

2007 6.82

2008 -40.71

2009 34.27

2010 13.34

2011 -8.84

2012 18.06

2013 26.28
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nestlé

nestlé is a swiss nutrition, health and wellness company. it has about 

330,000 employees and 461 factories in 83 countries. the company 

reported sales of 92.1 billion swiss francs in 2013. 

smurfit KAPPA grouP

smurfit kappa is an irish packaging producer with about 41,000 employees in 32 

countries. customers include the food, electronics and healthcare industries. 

the company reported sales of 8.0 billion euros in 2013.

table 4-3 the fund’s largest equity holdings as of  
31 december 2013

Company Country
Holdings in 

 millions of kroner

nestlé sa switzerland 39,268

royal dutch shell Plc uk 28,957

novartis ag switzerland 26,078

hsbc holdings Plc uk 24,968

vodafone group Plc uk 24,613

roche holding ag switzerland 24,183

blackrock inc us 22,717

bg group Plc uk 22,142

apple inc us 21,075

bP Plc uk 20,150

table 4-4 the fund’s largest company holdings by percent as of 
31 december 2013

Company Country Interest

smurfit kappa group Plc ireland 9.4

eurocommercial Properties nv netherlands 9.1

great Portland estates Plc uk 8.9

telecity group Plc uk 8.7

monitise Plc uk 8.5

stora enso OyJ finland 8.2

byggmax group ab sweden 8.0

cninsure inc cayman islands 7.8

china water affairs group ltd hong kong 7.8

uPm-kymmene OyJ finland 7.8
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fixed-income investments

higher interest rates  
sPell lOw returns

negAtiVe return on goVernment bonds
the fund’s government bond holdings returned 
-2.3 percent in 2013 and accounted for 62.8 percent 
of fixed-income investments at the end of the 
year. us treasuries returned -2.1 percent and 
made up 22.8 percent of fixed-income 
investments, making them the fund’s largest 
holding of government debt from a single issuer. 
euro-denominated government bonds returned  
6.9 percent and accounted for 13.1 percent of 
fixed-income investments, while Japanese 
government bonds returned -15.5 percent and 
made up 7.3 percent of fixed-income holdings. 
the main reason for the negative return was that 
the fund has investments in markets where 
interest rates rose. 

returns on bonds issued in the private sector 
were generally positive. the best-performing 
segment was securitised debt, which consists 
mainly of covered bonds and returned 7.7 percent. 
this was due primarily to currency movements, as 

these instruments were mostly denominated in 
euros. securitised debt accounted for 10.5 percent 
of the fund’s fixed-income investments at the end 
of the year. corporate bonds returned 2.1 percent 
and accounted for 13.1 percent of fixed-income 
investments at the end of the year. 

the weakest-performing sector was inflation-
linked bonds, which returned -3.0 percent and 
accounted for 1.6 percent of fixed-income 
investments. this poor performance was due to 
rising interest rates, a smaller spread to nominal 
bonds and the fund’s currency mix. 

the fund also held bonds from government-
related institutions such as the european 
investment bank, kreditanstalt für wiederaufbau 
and fms wertmanagement. these returned  
1.9 percent and accounted for 12.0 percent of  
the fund’s fixed-income investments at the end  
of the year.

the fund’s fixed-income investments returned 0.1 percent. 
the low return was due mainly to rising global interest rates.

chart 5-1 10-year government bond yields. Percent

Source: Bloomberg
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FIxEd-INCOME INVEStMENtS

0.1 %
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fixed-income investments

higher interest rates  
sPell lOw returns

more fixed-income inVestments in 
emerging mArKets
the fund increased investments in government 
debt in emerging market currencies in 2013. 
bonds denominated in dollars, euros, pounds and 
yen accounted for 78.8 percent of fixed-income 
investments at the end of the year, against 
 81.4 percent a year earlier, while fixed-income 
investments in emerging markets increased from 
10.1 percent to 12.3 percent in 2013. the fund 
entered the local government bond markets in 
colombia, the Philippines and hungary for the 
first time. fixed-income investments were spread 
across 31 currencies at the end of the year and 
consisted of 3,803 securities from 1,060 issuers, 
against 4,047 securities from 1,196 issuers in  
30 currencies a year earlier. 

the largest increases were in holdings of 
government bonds from the us, Japan and 
germany, while the largest decreases were in 
government bonds from france and austria and 
corporate bonds from spanish pension fund caja 
de ahorros y Pensiones de barcelona. the three 
largest investments in new bond issues other 
than government debt, were in bonds from the 
european investment bank (eib) and the temporary 
and permanent support mechanisms for euro 
area member states, the european financial 
stability facility (efsf) and the european stability 
mechanism (esm).

the largest holding of bonds from a single issuer 
was of us treasuries, followed by Japanese and 
german government debt. 

chart 5-2 currency composition of the fund’s fixed-income 
investments. Percent

Source: Norges Bank Investment Management
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Chart 5-2 Currency composition of the fund’s fixed-income investments. 
Percent 
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chart 5-3 Price developments for bonds issued in dollars, 
euros, pounds and yen in the barclays global aggregate index, 
measured in local currencies. indexed 31 dec 2012 = 100

Source: Barclays Capital
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Chart 5-3 Price developments for bonds issued in dollars, euros, 
pounds and yen in the Barclays Global Aggregate Index, measured in 
local currencies. Indexed 31 Dec 2012 = 100 
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 at the end of 2013 12.3 percent 

of fixed-income investments were 
in emerging markets, up from 
10.1 percent at the beginning of 
the year.
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 fixed-income investments were 
spread across 31 currencies at 

the end of the year.
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chart 5-4 Price developments for 10-year government bonds issued 
in emerging market currencies. indexed 31 dec 2012 = 100

chart 5-5 Price developments in fixed-income sectors in the 
barclays global aggregate index, measured in us dollars. indexed 
31 dec 2012 =100

Source: Bloomberg Source: Barclays Capital
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Chart 5-4 Price developments for 10-year government bonds issued in 
emerging market currencies. Indexed 31 Dec 2012 = 100 
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Brazil prices are estimated 
using yields of a 2022 bond. 
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Chart 4-5 Price developments in fixed-income sectors in the Barclays 
Global Aggregate Index, measured in US dollars.  
Indexed 31 Dec 2012 =100 
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table 5-3 the fund’s largest bond holdings as of 31 december 2013

Issuer Country
Holdings in  

millions of kroner

united states of america us 437,306

Japanese government Japan 139,475

federal republic of germany germany 97,534

uk government uk 58,852

mexican government mexico 36,001

government of the netherlands the netherlands 35,844

italian republic italy 35,336

kreditanstalt für wiederaufbau germany 31,742

french republic france 31,370

south korean government south korea 31,162

table 5-2 return on the fund’s fixed-income investments. by sector. Percent

Sector
Return in  international 

currency
Share of fixed-income 

investments* 

government bonds*  -2.3  62.8 

government-related bonds*  1.9  12.0 

inflation-linked bonds*  -3.0  1.6 

corporate bonds  2.1  13.1 

securitised debt  7.7  10.5 

* governments may issue different types of bonds, and the fund’s investments in 
these bonds are grouped accordingly. bonds issued by a country’s government 
in the country’s own currency are categorised as government bonds. bonds 
issued by a country’s government in another country’s currency are grouped 
with government-related bonds. inflation-linked bonds issued by governments 
are grouped with inflation-linked bonds.

table 5-1 return on the fund’s fixed-income 
investments

year
Return  

(percent)

1999 -0.99

2000 8.41

2001 5.04

2002 9.90

2003 5.26

2004 6.10

2005 3.82

2006 1.93

2007 2.96

2008 -0.54

2009 12.49

2010 4.11

2011  7.03 

2012  6.68 

2013 0.10 
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the fund’s real estate investments returned  
11.8 percent in 2013. the return on these 
investments depends on rental income, changes 
in the value of properties and debt, movements  
in exchange rates and transaction costs for real 
estate purchases. measured in local currency, 
rental income contributed 4.6 percent of the 
return, changes in the value of properties and 
debt 3.8 percent and currency fluctuations  
3.8 percent. transaction costs for real estate 
purchases contributed -0.4 percent.

grAduAl build-uP of the reAl estAte 
Portfolio
investments in real estate accounted for  
1.0 percent of the fund at the end of 2013, up  
from 0.7 percent a year earlier. investments are to 
increase gradually to as much as 5 percent of the 
value of the fund. new investments will primarly 
be in well-developed markets and in office and 
retail properties.

the mandate to invest in real estate was 
broadened from 1 January 2013 to include 
countries outside europe. a first property 
investment in the us was made in the first 
quarter, followed by further purchases there in  
the fourth quarter. significant investments were 
also made in europe during the year. 

real estate investments

intO the us market
the share of the fund in private real estate investments rose 
to 1.0 percent at the end of 2013. the fund moved into the  
us market and added new properties in europe. 
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GBP 
27.0 % 

CHF 
13.8 % 

USD 
18.7 % 

SEK 
0.6 % 

EUR 
39.2 % 

Other* 
0.8 % 

* Net unallocated balance sheet items 
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Chart 6-1 The fund’s real estate investments by currency per 31 
December 2013. Percent 
 

Source: Norges Bank Investment Management 

chart 6-1 the fund’s real estate investments by 
currency per 31 december 2013. Percent

chart 6-2 the fund’s real estate investments by 
sector as of 31 december 2013. Percent

Source: Norges Bank Investment Management
* Includes other sectors and net unallocated balance sheet items 
Source: Norges Bank Investment Management

* Net unallocated balance sheet items

table 6-1 return on the fund’s real estate investments in 2013. Percent

Return

net rental income  4.6 

net change in value of properties and debt  3.8 

transaction costs for property purchases  -0.4 

foreign exchange adjustments  3.8 

overall return  11.8 

50 percent of two buildings in 

germany for 388 million euros, 

completed in the first quarter.

49.9 percent of five properties  

in new york, washington and 

boston for 600 million dollars, 

completed in the first quarter.

50 percent of a portfolio of  

195 logistics properties in 11 

european countries for 1.0 billion 

euros, completed in the first 

quarter. 

50 percent of 11 logistics 

properties in the uk for 56 million 

pounds, completed in the third 

quarter.

45 percent of an office building in 

new york for 684 million dollars, 

completed in the fourth quarter.

47.5 percent of an office building 

in boston for 238 million dollars, 

completed in the fourth quarter.

25 percent of a building in the 

regent street portfolio in london 

for 98 million pounds, completed 

in the fourth quarter.

50 percent of an office building in 

munich for 82 million euros, 

completed in the fourth quarter .

mAin ProPerty inVestments in 2013

Source: Norges Bank Investment Management 

Figur 6-2 The fund’s real estate investments by sector as of 31 
December 2013. Percent 
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Office 
62.4 % 

Retail 
17.1 % 

Logistics 
18.7 % 

Other* 
1.7 % 
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real estate investments 
SHARE OF MARkEt VAlUE 

us
18.7 %
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uK
27.0 %

france
22.5 %

switzerland
13.8 %

otHer*
9.6 %

Germany
8.5 %

* Other countries and net unallocated balance sheet items.
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we have constructed internal reference portfolios 
for equities and bonds. these portfolios take into 
account the fund’s characteristics and objective in 
order to achieve the best possible trade-off over 
time between expected risks and returns. 

the fund’s relAtiVe return
the fund held shares in 8,213 listed companies at 
the end of 2013. these investments are measured 
against the ftse global all cap index, which 
consisted of 7,104 listed companies.

the fund held 3,803 bonds from 1,060 issuers  
at the end of the year. these investments are 
measured against a benchmark index from 
barclays capital based on its global treasury gdP 
weighted by country, global inflation linked and 
global aggregate indices, which consisted of 
10,227 bonds from 1,456 issuers. 

the overall return on the fund’s equity and fixed-
income investments was 1.0 percentage point 
higher than the return on these benchmark 
indices in 2013.

the fund’s equity investments outperformed the 
benchmark by 1.3 percentage points. financials 
and consumer goods were the sectors that made 
the greatest contribution to this excess return, 
while investments in healthcare made the most 

the fund’s overall return was 1.0 percentage point higher than  
the return on its benchmark indices, set by the ministry of finance.

tHe fund’s relative return  

gOOd relative return  

returns on the fund’s equity and fixed-income 
investments are compared with returns on global 
benchmark indices for equities and bonds set by 
the ministry of finance on the basis of indices 
from ftse group and barclays capital.

38 investments \ GOVERNMENt PENSION FUNd GlOBAl \ ANNUAl REPORt 2013



negative contribution. Of the countries the fund  
is invested in, us and german stocks contributed 
most to the excess return, while investments in 
spain and canada made the most negative 
contribution.

the fund’s fixed-income investments out-
performed the benchmark by 0.2 percentage 
point. a higher weight of euro-denominated 
covered bonds and the lower duration of the 
fund’s bond investments relative to the bench-
mark made a positive contribution. this shorter 
duration meant that, in general, the fund was  
less sensitive to rising interest rates than the 
bench mark index. a higher weight of government 
bonds from emerging markets relative to the 
benchmark made a negative contribution.

the fund’s internAl reference 
Portfolios
the reference portfolio for equities consisted of 
shares in 7,191 companies at the end of 2013 and 
returned 25.0 percent, which is in line with the 
return on the benchmark index from ftse group.

the reference portfolio for bonds contained 
11,859 bonds at the end of the year and returned 
-0.7 percent, which was 0.6 percentage point 
below the return on the benchmark index from 
barclays capital. the difference was due mainly to 
the reference portfolio having a higher weight of 
government bonds from emerging markets than 
the ministry of finance’s benchmark index. the 
higher exposure to emerging markets is part of 
our long-term strategy. 

table 7-1 relative return on the fund’s investments.  
Prosentage points

year
Equity 

investments
Fixed-income 

investments

1999 3.49 0.01

2000 0.49 0.07

2001 0.06 0.08

2002 0.07 0.49

2003 0.51 0.48

2004 0.79 0.37

2005 2.16 0.36

2006 -0.09 0.25

2007 1.15 -1.29

2008 -1.15 -6.60

2009 1.86 7.36

2010 0.73 1.53

2011 -0.48  0.52 

2012 0.52  -0.29 

2013 1.28 0.25 

Adjustments to the reference Portfolios 

stock and bond indices are designed to represent the market opportunities available to the average 
investor. the fund’s characteristics, such as its size and long-term approach, makes us different to 
the average investor. we have therefore constructed internal reference portfolios for equities and 
bonds that better suit the fund’s characteristics. 

by adjusting the internal reference portfolios, we seek to achieve the best possible trade-off over 
time between expected risk and returns. in 2013 we made several adjustments to the internal 
reference portfolios both for equities and bonds.
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active ownersHip

resPOnsible investment
norges bank investment management’s active ownership  
helps safeguard the long-term value of the fund. 2013 saw more  
than 2,300 meetings between representatives of the fund and 
 companies’ management, and we voted at more than 9,500 
 shareholder meetings.

we aim to safeguard the fund’s long-term value.  
a good long-term return is believed to depend on 
sustainable economic, environmental and social 
development and well-functioning, legitimate and 
efficient markets. we are an active owner, and our 
investment decisions take account of how we view 
companies’ long-term financial, social and 
environmental risks.

we evaluate countries, markets and companies  
in our investment analyses, which include risk 
assessments of environmental, social and 
governance (esg) issues. we have made a long-
term commitment in our defined strategic focus 
areas, where we aim to reduce the risk associated 
with corporate governance, market efficiency, 
violations of children’s rights, climate change and 
scarce water resources. 

Our tools for active ownership are dialogue with 
companies, investors, regulators and other standard 
setters, voting at shareholder meetings and filing 
shareholder proposals. 

some of these tools, such as working with standard 
setters, have effects on all or large parts of the 
fund’s portfolio, while others, such as contact  
with individual companies, are more specific.  
the companies in which the fund has the largest 

holdings are given priority, because these 
companies have the greatest impact on the  
fund’s risks and returns.

we supported the development of international 
standards in 2013, for example by submitting 
recommendations to the international integrated 
reporting council (iirc). integrated corporate 
reporting helps improve the quality of the 
information provided to investors, especially on 
esg issues.

corPorAte goVernAnce AdVisory boArd 
estAblished
a corporate governance advisory board was set 
up in 2013 to strengthen our long-term ownership 
work. it will provide input on board nomination 
practices at the fund’s listed companies, serve as an 
advisory body for ownership work, and give regular 
feedback on the fund’s ownership activities relative 
to global standards.

we voted at 9,583 shareholder meetings in 2013. 
with effect from the third quarter, our voting 
instructions have been published on our website 
the next business day. we considered and voted  
on 239 shareholder proposals on environmental 
and social issues during the year in line with our 
principles for long-term active ownership.  
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voting is the most important formal opportunity  
for investors to express their views, hold boards 
accountable and influence companies.

we filed shareholder proposals at four us 
companies to give shareholders proxy access  
(the right to nominate directors on company 
ballots). these proposals were filed to draw 
attention to board accountability and shareholder 
rights in line with our focus areas for corporate 
governance. around a third of shareholders voted  
in favour of these proposals at three of the 
companies, while the proposal at the fourth 
company was withdrawn when the company 
decided to extend shareholders’ rights in this  
way before the shareholder meeting.  

a total of 2,304 meetings were held between 
representatives of the fund and companies’ 
management in 2013. at these meetings, we 
addressed the companies’ plans, strategies and 
financial position, including esg issues.

we also held 77 meetings with the chairmen of 
companies in which the fund has large stakes. 
these meetings covered a wide range of ownership 
issues, centring on the board’s role in establishing 
and developing effective corporate governance 
systems. 

in the first quarter, we exercised our right to 
nominate a representative on volvo ab’s election 
committee. this is the first time the fund has 
exercised its right to sit on a company’s nomination 
committee and is in line with our long-term aim of 
closer contact with companies’ boards in order to 

safeguard the fund’s assets. norges bank 
investment management’s ceO yngve slyngstad 
represented the fund on the committee.

Portfolio Adjustments
we continued to adjust the portfolio in 2013 to 
reflect the potential impact of environmental and 
social risks on the fund’s return. these adjustments 
were based on sector and company analyses 
designed to identify business models that are 
considered less sustainable and profitable in the 
longer term. 

we performed a risk assessment during the year of 
sectors with high exposure to environmental risks 
and divested from 27 mining companies as a result 
of this work.

we also mapped how companies in high-risk 
sectors complied with our expectations. these 
surveys were based on publicly available 
information from the companies. the most 
extensive survey covered climate risk. when it 
comes to children’s rights, the main conclusion in 
2013 was that there had been a general increase in 
disclosure in all relevant sectors, especially in 
garment production. the results for water 
management were more mixed, and generally little 
was reported on the degree to which strategies and 
plans for water management had been introduced. 
with regard to climate risk, the number of 
companies reporting to the cdP has increased 
rapidly over the past three years.

we contacted 295 companies in 2013 to encourage 
them to improve their reporting in these areas and 
set an example for other players in their industries.

 a total of 2,304 meetings 
were held between 
 representatives of the fund  
and companies’ management  
in 2013. 
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children’s rights
nbim continued to support the implementation 
of unicef’s children’s rights and business 
Principles as a member of a working group 
tasked with advising unicef on how companies 
can apply them. the principles were launched in 
march 2012 by unicef, the un global compact 
and save the children.

we expect companies to safeguard children’s 
rights in their operations and supply chains. 
companies must demonstrate that they have 
adequate systems in place to manage the risk  
of violations of children’s rights. 

climAte risK
with effect from 2013, we have used data from 
the cdP directly in our surveys of reporting in 
our strategic focus areas. we also support the 
cdP and its role in standardising and enhancing 
global reporting on climate risk.

we expect companies to develop strategies for 
managing risks related to climate change and 

report on what they are doing to reduce the risk 
of climate change impacting negatively on their 
profitability. 

wAter mAnAgement
we continued to work on the cdP water 
programme in 2013, which aims to improve 
reporting on water resources. we want to see 
better information that can give investors a 
picture of water-related risk for companies in 
high-risk sectors and improve coverage of 
emerging markets. we have been a main 
sponsor of the initiative since 2009.

a survey of senior managers and experts from 
industry, authorities and ngOs conducted by the 
world economic forum during the year revealed 
that a water-related global crisis is considered to 
be among the most likely global threats. limited 
supplies of fresh water can present a long-term 
financial risk for companies with business models 
that are sensitive to the availability of fresh 
water.

table 8-1 voting at shareholder meetings

Meetings/ Regions

2013                         2012

total Voted Voted % total Voted Voted %

africa 241 167 69.3 % 145 82 56.6 %

asia 4,114 4,099 99.6 % 5,094 5,058 99.3 %

europe 1,989 1 950 98.0 % 1,939 1,837 94.7 %

latin america 504 498 98.8 % 404 403 99.8 %

middle east 214 212 99.1 % 130 130 100.0 %

north america 2,314 2,310 99.8 % 2,398 2,395 99.9 %

Oceania 347 347 100.0 % 327 326 99.7 %

total 9,723 9,583 98.6 % 10,437 10,231 98.6 %

enVironmentAl inVestments 

we have awarded mandates for environmental investments to both internal and external managers since 2009, 
with a focus on renewable energy and on water and waste management. these investments totalled 31.4 billion 
kroner and were spread across 166 companies at the end of the year. Our environmental investments are an 
integral part of the fund’s mandate and investment strategy, are based on company analysis and are subject to  
the same return requirements as the fund’s other investments. 

the fund’s environmental mandates returned 41 percent in 2013. the annual return on these mandates averaged 
2.7 percent in the period 2010-2013. environmental investments performed poorly after their start-up in 2009,  
but improved in 2013. 

the largest investments under the environmental mandates at the end of 2013 were in Pentair, Johnson controls, 
danaher corp, enel green Power and clean harbors.
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investment risK

exPected fluctuatiOns  
in fund value

the value of the fund may fluctuate considerably from year to 
year. we use a variety of measures and analyses to obtain the 
broadest possible picture of the fund’s market risk.

the fund’s market risk is determined by the 
composition of its investments and by 
movements in share prices, exchange rates, 
interest rates and credit risk premiums. as no 
single measure or analysis can fully capture the 
fund’s market risk, we use a variety of measures 
and analyses – including expected volatility, factor 
exposures, concentration analysis and liquidity 
risk – to obtain the broadest possible picture of 
the fund’s market risk.

the fund’s expected absolute volatility is 
calculated using the statistical measure standard 
deviation and uses a three-year price history to 
estimate how much the annual return on the 
fund’s equity and fixed-income investments can 
normally be expected to fluctuate. expected 
absolute volatility was 9.3 percent at the end of 
the year, or about 470 billion kroner, compared 
with 8.6 percent a year earlier. simulations of the 
fund’s investments at the end of 2013 using a 
10-year pricing history reveal, however, that in a 
sharply falling market the fund could lose around 
25 percent of its value over the course of a year.

the ministry of finance and norges bank’s 
executive board have set limits for deviation from 
the benchmark indices in the management of the 
fund’s equity and fixed-income investments. One 
of these limits is expected relative volatility, or 
tracking error, which puts a ceiling on how much 
the return on these investments can be expected 
to deviate from the return on the benchmark 
indices. the fund should aim for an expected 
relative volatility of no more than 1 percentage 
point. the actual figure was 0.6 percentage point 
at the end of 2013, compared with 0.5 percentage 
point a year earlier and a peak of 0.8 percentage 
point during the year.

lArgest relAtiVe exPosures
the fund is positioned differently to its benchmark 
indices along several dimensions, including 
currencies, sectors, countries, regions, individual 
stocks and individual bond issuers. at the end of 
the year, the stocks in the fund’s equity portfolio 
were somewhat more volatile than the average. it 
also contained a higher weight of european stocks 
and a lower weight of us stocks than the bench-
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mark. the fixed-income portfolio featured a 
higher weight of emerging markets, such as brazil 
and russia, and a correspondingly lower weight of 
yen and dollars than the benchmark. the fixed-
income portfolio also had a lower duration than 
the benchmark. a lower duration means that, in 
general, the fund is less sensitive to changes in 
rates than the benchmark index.

fActor exPosures
we measure the fund’s exposure to various 
systematic risk factors, including small 
companies, value stocks and credit. these are 
common characteristics which securities have to 
varying degrees over time and which contribute 
to both the risk and the return on investments. 
there are different ways of measuring exposure 
to these risk factors. One of the most widely used 
is to compare variation in the fund’s relative return 

with variation in the return on these factors.  
such an analysis of factor exposures in 2013 
indicates, among other things, that the fund’s 
equity investments were somewhat more 
exposed than the benchmark to small companies 
during the year, and somewhat more exposed 
than the benchmark to general stock market 
developments. the analysis shows that around  
20 percent of the variation in the relative return on 
the fund’s equity investments could be explained 
by exposure to value stocks, small companies and 
emerging markets. in addition, about 30 percent 
of the variation in the relative return on the fund’s 
fixed-income investments could be explained by 
movements in credit premiums and term 
premiums. the results of such statistical analyses 
are uncertain, and we also use several other 
approaches to analyse the fund’s factor 
exposures.

for more information on the fund’s investment 
risk, see note 13 to the financial reporting.

chart 9-1 expected absolute volatility of the fund.  
Percent (left-hand axis) and billions of kroner (right-hand axis)

Source: Norges Bank Invetsment Management
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chart 9-2 expected relative volatility of the fund, excluding real 
estate. basic points

Source: Norges Bank Invetment Management
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Chart 9-2 Expected relative volatility of the fund, excluding real estate. 
Basic points 
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Fra 3Q13 

 expected annual absolute 
volatility was 9.3 percent at  
the end of the year.
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table 9-1 key figures for the fund’s risk and exposure. Percent

31.12.2013

limits set by the Ministry of Finance

exposure equities 50–70 % of fund’s market value 61.8

real estate 0–5 % of fund’s market value 1.0

market risk 1 percentage point expected tracking error for equity and fixed-income investments 0.6

credit risk maximum 5 % of fixed-income investments may be rated below bbb- 0.6

maximum ownership maximum 10 % of voting shares in a listed company 9.4

table 9-2 the fund’s fixed-income investments as of 31 december 2013 based on credit ratings. Percentage of bond holdings

AAA AA A BBB lower rating total

government bonds 35.0 15.8 3.8 8.0 0.1 62.8

government-related bonds 5.6 4.5 0.6 1.1 0.1 12.0

inflation-linked bonds 0.9 0.1 0.0 0.7  -   1.6

corporate bonds 0.0 1.2 5.8 5.8 0.3 13.1

securitised debt 6.7 0.6 1.4 1.6 0.1 10.4

total bonds 48.3 22.3 11.6 17.2 0.6 100.0

chart 9-3 factor exposures of the fund’s equity investments. 
coefficients

Source: Norges Bank Invetsment Management

-0.06

-0.04

-0.02

0

0.02

0.04

0.06

-0.06

-0.04

-0.02

0

0.02

0.04

0.06

Jan-12 Jul-12 Jan-13 Jul-13 Jan-14

Market Value companies
Small companies Emerging markets

Source: Norges Bank Investment Management 

Chart 9-3 Factor exposures of the fund’s equity investments. 
Coefficients 

28 

Oppdatert: faa 16/01/2014 

chart 9-4 factor exposures of the fund’s fixed-income 
investments. coefficients

Source: Norges Bank Invetsment Management
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we are working systematically to build an 
international investment organisation that can 
safeguard the value of the fund for future 
generations. we offer a result-oriented and fast-
paced working environment and demand high 
standards of accuracy and quality.

2013 saw an active drive to recruit equity, fixed-
income and real estate investment managers and 
analysts to our overseas offices. Proximity to the 
markets we invest in gives us better access to 
investment opportunities and ensures that we 
can follow up the fund’s investments around the 
clock. 

we hired portfolio managers and analysts in all 
asset classes, both to implement the strategy of 
diversifying investments across more markets 
and to continue the expansion of real estate 
investments. more than a third of our employees 
are directly involved in investment decisions.

the number of permanent employees increased 
by 34 in 2013. at the end of the year, we had 370 
employees from 28 nations, including 17 on our 
trainee programme. 35 percent of the workforce 
was based at our offices in london, new york, 
singapore and shanghai, against 29 percent a year 
earlier. Our employees have the global outlook 
and experience needed to manage a fund that 
invests worldwide. 

the norwegian finance initiative (nfi) promotes 
financial research and education in key areas for 
the fund’s long-term management. we awarded 
the second doctoral grant and the second prize 
for a master’s dissertation through the nfi in 
2013, and a summer school for students 
interested in a doctorate in financial economics 
was held for the first time. in addition, we had our 
annual external research conference in august 
with international speakers from the likes of 
harvard university, imperial college business 
school and the london school of economics.

low internAl mAnAgement costs
we aim to maximise the fund’s long-term return 
after costs. we maintain a high level of cost 
awareness in the organisation and realise 
economies of scale where possible. we attach 
importance to upholding high standards of  
quality in the fund’s management and ensuring 
good risk management and control. 

norges bank receives an annual fee from the 
ministry of finance to cover the costs of 
managing the fund. these costs increased to  
2.9 billion kroner in 2013 from 2.2 billion kroner  
in 2012. the rise was due primarily to higher fees 
to external managers as a result of a strong 
investment return, and to higher custody costs  
as a result of the increase in assets under 
management. the growth in the workforce also 

orGanisation

increased investment exPertise
norges bank investment management expanded its workforce by 
34 people in 2013. most were hired at our offices outside norway 
to increase proximity to the markets we invest in.
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brought higher salary and staff costs. the 
increase in systems and analysis costs can be 
seen in the light of the expansion of the 
organisation. management costs increased to  
6.6 basis points of assets under management in 
2013 from 6.2 basis points in 2012. excluding 
performance-based fees to external managers, 
costs fell to 5.0 basis points from 5.3 basis points.

remunerAtion system
norges bank’s executive board establishes the 
principles for the remuneration system at norges 
bank investment management. in addition to a 
fixed salary, those working directly on investment 
decisions and various other employees are also 
entitled to performance-based pay. 

Performance-based pay is calculated on the basis 
of the performance of the fund, group and 
individual measured against set targets, and is 
paid over a number of years. half is paid the year 
after it is accrued, while half is held back and paid 
over the following three years. the amount held 
back is adjusted in line with the return on the fund. 

a total of 169 employees were entitled to 
performance-based pay in 2013. their fixed 
salaries totalled 179 million kroner, while the 
upper limit for performance-based pay was 211 
million kroner. On average, employees eligible for 
performance-based pay accrued 74 percent of the 
limit for 2013 based on multi-year performance. 
for 2013 in isolation, the average amount accrued 
was 82 percent of the upper limit.  

norges bank investment management’s senior 
management receive only a fixed salary. the 
ceO’s salary and pay bands for other senior 
managers are set by norges bank’s executive 
board. the ceO’s salary totalled 5.9 million kroner 
in 2013. besides senior management and 
employees in receipt of performance-based pay, 
norges bank investment management had 192 
permanent employees working in risk 
management, control, operations and support at 
the end of 2013. their fixed salaries totalled 162 
million kroner.

Investment:
Allocation and
fixed-income 
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oPerAtionAl risK mAnAgement
norges bank’s executive board sets limits for 
operational risk management and internal 
controls at norges bank investment management. 
the executive board has decided there must be 
less than a 20 percent probability that operational 
risk factors will result in gross losses of 750 million 
kroner or more over a 12-month period, referred 
to as the executive board’s risk tolerance. 
Operational risk exposure was below this limit 
throughout 2013. 

we work systematically to identify unwanted 
events and constantly improve processes to 
prevent such incidents. reporting and following 
up on these incidents are an important part of 
efforts to improve operations and internal controls. 

unwAnted eVents in 2013
we registered 193 unwanted incidents in 2013,  
down marginally from 2012. most of these had  
no financial consequences, either because they 
were discovered early enough or because they 
had potential reputational consequences. eight of 
these events were considered significant, but 

none were considered critical. the estimated total 
financial impact of the events in 2013 was a loss of 
26.1 million kroner.

three of the events were related to the transition 
to a new supplier of it infrastructure. these led to 
minor indirect losses in the form of resources for 
corrective action. 

four of the events involved other external 
suppliers. three of these did not have any 
financial consequences. in the fourth case, the 
fund was unable to participate in a buyback 
because our right to take part was contingent on 
voting at a previous shareholder meeting. this 
resulted in an indirect loss of 17.9 million kroner.

One event concerned a complaint procedure 
conducted by norway’s national contact point for 
the Oecd guidelines for multinational enterprises. 
the complaint concerned alleged breaches of the 
guidelines by the bank’s investment in a particular 
company. four ngOs claimed in their complaint 
to the national contact point that the Oecd 
guidelines had not been applied because the bank 

table 10-1 compensation to senior management in 2013

Position Name Paid salary
Value of  

other benefits
Pension  

benefit earned Employee loan

chief executive Officer  yngve slyngstad  5,930,377 24,518 398,954 603,995

deputy ceO and chief of staff trond grande  3,801 524 15,397 287,735  - 

chief investment Officer, equities Petter Johnsen  5,748 000 63,136 574,800  - 

chief investment Officer, real estate karsten kallevig 4,073,061 45,220 272,135  - 

chief treasurer Jessica irschick* 1,609,440 55,791 160,944  - 

chief risk Officer Jan thomsen 3,446,715 19,498 293,484  - 

chief Operating Officer age bakker 3,091,906 15,854 337,748  - 

* employed to 30.04.2013
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had not done enough to prevent or limit alleged 
breaches of human rights in connection with its 
holding in a south korean company. as a minority 
shareholder in the company, norges bank argued 
that the guidelines did not apply to the bank, and 
that the complaint should have been rejected by 
the national contact point.

comPliAnce with guidelines
the ministry of finance has set guidelines for the 
fund’s management. no significant breaches of 
these guidelines were registered in 2013, and we 
did not receive any notifications from local 
supervisory authorities of any significant breaches 
of market rules or general legislation.
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chart 10-5 Performance-based pay relative to upper limit in 2013. 
Percentage of workforce

chart 10-6 unwanted events at nbim sorted by cause. Percent 
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Chart 10-5 Performance-based pay relative to upper limit in 2012. 
Percentage of workforce 
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Chart 9-6 Unwanted events at NBIM sorted by cause. Percent  
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chart 10-3 management costs as a share of assets under 
management. basic points

chart 10-4 development of individual cost components.  
costs (millions of kroner, left-hand axis) and market value  
(billions of kroner, right-hand axis)
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Chart 10-3  Management costs as a share of assets under 
management. Basic points 

Oppdatert: 

0

1,000

2,000

3,000

4,000

5,000

6,000

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

04 05 06 07 08 09 10 11 12 13

Source: Norges Bank Investment Management 

Chart 10-4 Development of individual cost components. 
Costs (millions of kroner, left-hand axis) and market value 
(billions of kroner, right-hand axis) 
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Chart 10-4 Development of individual cost components. 
Costs (millions of kroner, left-hand axis) and market value 
(billions of kroner, right-hand axis) 

Oppdatert: 

Source: Norges Bank Investment Management

Source: Norges Bank Investment Management

Source: Norges Bank Investment Management

Source: Norges Bank Investment Management

55



financial rePOrting

income stAtement 57
stAtement of comPrehensiVe income 57
bAlAnce sheet 58
stAtement of cAsh flows 59
stAtement of chAnges in owner's cAPitAl 60

notes to the finAnciAl rePorting
note 1 Accounting policies 61
note 2 Significant estimates and critical accounting judgements 70
note 3 Profit/loss on the portfolio before foreign exchange gains and losses and 

returns per asset class

72

note 4 tax expense 74
note 5 Management costs and other expenses 76
note 6 Equities and units / Bonds and other fixed-income instruments 78
note 7 transferred financial assets 79
note 8 Collateral and offsetting 80
note 9 Financial derivatives 83
note 10 Real estate 85
note 11 Other financial assets / Other financial liabilities 88
note 12 Fair value measurement 89
note 13 Risk 95
note 14 Subsidiaries, jointly controlled entities and associates 104

indePendent Auditor’s rePort 106

norges bank’s annual financial statements, which include  
the financial reporting for the investment portfolio of the 
government Pension fund global, were approved by the 
executive board 12 february 2014 and will be adopted by 
norges bank’s supervisory council on 27 february 2014.  
the financial reporting for the government Pension fund 
global and an excerpt from norges bank’s accounting  
policies and significant estimates and critical judgements  
are presented in the following pages.  
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incOme statement

amounts in noK million note 2013 2012

Profit/loss on the portfolio excluding foreign exchange gains and losses

interest income and interest expense from bank deposits  61  102

interest income, lending associated with reverse repurchase agreements  150  219

net income/expenses and gains/losses from:

   - equities and units  681 787  349 779

   - bonds and other fixed-income instruments  5 897  98 337

   - financial derivatives  1 590 - 269

   - financial assets real estate 10  915  514

   - investment properties 10  707  67

   - Jointly controlled entities and associates real estate 10  1 846 - 250

interest expense, borrowing associated with repurchase agreements - 34 - 130

Other interest income and interest expense  2  1

tax expense 4 - 1 291 - 864

Other expenses 5 - 100 - 80

Profit/loss on the portfolio before foreign exchange gains and losses 3  691 530  447 426

foreign exchange gains and losses  287 771 - 219 559

Profit/loss on the portfolio  979 301  227 867

management fee 5 - 2 889 - 2 193

Profit/loss for the period  976 412  225 674

statement Of cOmPrehensive incOme

amounts in noK million note 2013 2012

Profit/loss for the period  976 412  225 674

translation reserve arising from consolidation of foreign subsidiaries that 
may be reclassified to the income statement

 3 657 - 5

total comprehensive income  980 069  225 669
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balance sheet

amounts in noK million note 31.12.2013 31.12.2012

Assets

financial assets

deposits in banks 5 294 5 864

lending associated with reverse repurchase agreements  8 89 189 61 440

unsettled trades 1 125 1 677

equities and units  6 2 972 317 2 212 951

equities lent 6, 7 161 150 115 041

bonds and other fixed-income instruments  6 1 804 456 1 428 687

bonds lent 6, 7 75 807 23 820

financial derivatives  9 1 618 1 447

financial assets real estate  10 7 426 4 841

Jointly controlled entities and associates real estate   10 32 261 7 431

Other financial assets  11 3 917 4 411

total financial assets 5 154 560 3 867 610

non-financial assets

investment properties 10 11 267 9 777

Other non-financial assets 8 5

total non-financial assets 11 275 9 782

tOtAl ASSEtS 13, 14 5 165 835 3 877 392

liAbilities And owner's cAPitAl

financial liabilities

short-term borrowing 29 202

borrowing associated with repurchase agreements 7 69 147 19 013

cash collateral received 8 48 064 33 001

unsettled trades 7 654 4 442

financial derivatives 9 2 357 2 600

Other financial liabilities 11 849 2 365

management fee payable 2 889 2 193

total financial liabilities 13, 14 130 989 63 816

Owner's capital 5 034 846 3 813 576

tOtAl lIABIlItIES ANd OWNER'S CAPItAl 5 165 835 3 877 392
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statement Of cash flOws 

amounts in noK million, received (+) / paid (-) 2013 2012

operating activities

net cash flow arising from interest received from deposits in banks and interest paid on  
short-term borrowing from banks***

1 396 95

net cash flow in connection with repurchase agreements and reverse repurchase agreements*** 27 128 19 989

net cash flows arising from purchase and sale of equities and units -24 851 -229 436

net cash flows arising from purchase and sale of bonds and other fixed-income instruments -361 384 -166 501

Payments made to acquire financial assets real estate -1 189 -205

Payments made to acquire investment properties -21 -6 102

Payments made to acquire jointly controlled entities and associates real estate -21 547 -5 404

net cash flows arising from financial derivatives 1 219 -3 090

dividends received from investments in equities and units 72 637 65 431

interest received on bonds and other fixed-income instruments 49 511 49 077

income received in connection with equity and bond lending 2 620 2 424

income received from investments in financial assets real estate 162 177

dividends received from investments in jointly controlled entities and associates real estate 837 84

income received from investments in investment properties 502 244

cash collateral received/paid related to securities lending, derivatives and reverse repurchase 
agreements 

15 063 -3 926

net cash flow related to other financial assets, other financial liabilities and other non-financial assets*** 1 655 999

net cash flow arising from tax payments and refunds -2 806 -1 044

management fee paid to norges bank* -2 193 -2 539

Net cash outflow from operating activities -241 261 -279 727

financing activities

inflow from the norwegian government** 240 934 277 862

Net cash inflow from financing activities 240 934 277 862

net change in cash and cash equivalents

cash and cash equivalents at 1 January 5 662 7 265

net cash payments in the period  -327 -1 865

net foreign exchange gains and losses on cash and cash equivalents  -70 262

Cash and cash equivalents at 31 december  5 265 5 662

cash and cash equivalents comprise:

bank deposits 5 294 5 864

short-term borrowing -29 -202

total cash and cash equivalents at 31 december 5 265 5 662

*  management fee shown in the cash flow statement for a period is the settlement of the fee that was accrued and expensed in the previous year.
**  the inflow includes only the transfers that have been settled during the period. inflows in the statement of changes in owner’s capital are based 

on accrued inflows.
***  as from the annual report for 2013 some items have been merged.
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statement Of changes in Owner’s caPital

amounts in noK million
inflows  

from owner
retained 
 earnings

translation reserve 
foreign subsidiaries**

deposits in 
k rone account*

1 January 2012 2 778 866  530 170 - 3 3 309 033

total comprehensive income .  225 674 - 5  225 669

inflows during the period*  278 874 . .  278 874

31 december 2012 3 057 740  755 844 - 8 3 813 576

1 January 2013 3 057 740  755 844 - 8 3 813 576

total comprehensive income .  976 412  3 657  980 069

inflows during the period*  241 201 . .  241 201

31 december 2013 3 298 941 1 732 256  3 649 5 034 846

*  Of the total inflows to the krone account of the government Pension fund global in 2013, nOk 2.2 billion was used to pay the 2012 accrued 
management fee to norges bank and nOk 239.0 billion was transferred into the investment portfolio. comparative amounts for 2012 are  
nOk 2.5 billion and nOk 276.4 billion, respectively. 

**  the increase in the translation reserve foreign subsidiaries is due to an increase in real estate investments. 

the Government Pension Fund Global forms part of the 
central government accounts. the fund’s assets are 
placed for asset management as a deposit with Norges 
Bank. In the central government accounts the following 
explanation of differences that arise between these 
accounts and the financial reporting of the investment 
portfolio as part of the financial statements of Norges 
Bank is included:

due to different accounting frameworks, owner’s 
capital for the Government Pension Fund Global (GPFG) 
according to Norges Bank’s financial statements will 
deviate slightly each year from the equity capital of the 
GPFG as stated in the central government accounts. 
this is because the transfers to the GPFG through the 
year are based on estimates of income to the GPFG. 
Actual recognised income (net accrual) in the central 

government accounts will not be known until after 
year-end. In the central government accounts, the 
 difference between the net accrual and the transfers is 
shown as receivables/payables between the GPFG and 
the treasury. In cases of excessive transfers to the 
GPFG, the treasury has a receivable from the GPFG, 
and, correspondingly, the equity capital for the GPFG 
as stated in the central government accounts is lower 
than as reported in Norges Bank’s financial statements. 
On the other hand, in cases of insufficient transfers to 
the GPFG compared to recognised income, the GPFG 
has a receivable from the treasury, and, correspondingly, 
equity capital for the GPFG as stated in the central 
 government accounts is higher than reported in Norges 
Bank’s financial statements. See Chapter 3 of the 
central government accounts for further information.
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nOtes tO the  
financial rePOrting

nOte 1 accOunting POlicies

1. introduction
Norges Bank is Norway’s central bank. the Bank shall 
promote economic stability in Norway. Norges Bank 
has executive and advisory responsibilities in the area 
of monetary policy and is responsible for promoting 
robust and efficient payment systems and financial 
markets. Norges Bank manages Norway’s foreign 
exchange reserves and the Government Pension Fund 
Global.

Pursuant to Section 30 second paragraph of the Norges 
Bank Act, the annual financial statements of Norges 
Bank have been prepared in accordance with the 
 Accounting Act and the Regulation concerning annual 
financial reporting for Norges Bank, which has been 
laid down by the Ministry of Finance. the regulation 
requires that Norges Bank’s financial statements are 
prepared in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the EU, but 
sets certain specific requirements for the presentation 
of the Government Pension Fund Global and subsidi-
aries. the regulation requires Norges Bank’s financial 
statements to include the financial reporting for the 
investment portfolio of the Government Pension Fund 
Global, which shall be prepared in accordance with 
IFRS. Consolidated financial statements are prepared 
for the Government Pension Fund Global in accordance 
with IFRS as adopted by the EU. 

Norges Bank prepares annual financial statements with 
a closing date of 31 december. In addition, Norges Bank 
prepares interim financial statements, which solely 
comprise the quarterly financial reporting for the 
Government Pension Fund Global, with closing dates of 
31 March, 30 June and 30 September.

the annual financial statements of Norges Bank for 
2013 were approved by the Executive Board on 12 
February 2014 and will be adopted by the Supervisory 
Council on 27 February 2014.

2. norges bAnK And the goVernment 
Pension fund globAl
the Government Pension Fund Global is invested in its 
entirety outside Norway. the Storting (Norwegian 
 parliament) has established the legal framework in the 
Government Pension Fund Act, and the Ministry of 
Finance has formal responsibility for the investment 
 management. the Government Pension Fund Global 
shall support saving to finance future government 
expenditure and underpin long-term considerations 
relating to the use of Norway’s petroleum revenues.

the Ministry of Finance has deposited funds for invest-
ment in a krone account in Norges Bank specified for 
this purpose. the corresponding value of the krone 
account constitutes an investment portfolio managed 
by Norges Bank in accordance with the Act relating to 
the Government Pension Fund and the management 
mandate for the Government Pension Fund Global 
issued by the Ministry of Finance. Subsidiaries that 
exclusively constitute investments as part of the 
 management of the investment portfolio are consoli-
dated in the financial statements of the Government 
Pension Fund Global. the Executive Board has delega-
ted day-to-day asset management to the Bank’s asset 
management area, Norges Bank Investment 
 Management.

Within the regulations of the mandate for management 
given by the Ministry of Finance, Norges Bank shall 
manage the krone deposit in its own name by investing 
the funds in a portfolio of equities, fixed-income 
 securities and real estate, defined as the investment 
portfolio.

the Bank shall seek to obtain the highest possible 
return after expenses measured in the currency basket 
of a further defined benchmark. the fixed-income 
 benchmark specifies a defined allocation between 
government bonds and corporate bonds, and a sub 
benchmark for each. Bonds in the government bond 
benchmark are weighted on the basis of the relevant 
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countries’ GdP, while the bonds in the benchmark for 
corporate bonds are weighted according to market 
capitalisation. the currency distribution follows from 
these weighting principles. the benchmark for equities 
is constructed on the basis of market capitalisation for 
shares in the countries included in the benchmark, 
where selected companies are excluded from the 
investment universe. the investment portfolio may not 
invest in securities issued by Norwegian entities or 
issued in Norwegian kroner. these securities are also 
excluded from the benchmark. Positions in financial 
derivatives are included in the relevant asset classes, 
but are shown separately in the income statement and 
balance sheet for the Government Pension Fund 
Global.

Norges Bank is not exposed to financial risk from its 
management of the Government Pension Fund Global. 
the return on the portfolio is transferred in its entirety 
to the krone account and does not affect total 
 comprehensive income or equity in Norges Bank.  
the net value of the investment portfolio is recognised 
as an asset on a separate line in the Norges Bank 
balance sheet. the krone account is recognised as a 
 liability in the same amount to the Ministry of Finance 
in the Norges Bank balance sheet.

3. chAnges in Accounting PrinciPles And 
imPlementAtion of Amendments to ifrs
3.1 Changes in accounting principles
Investments in jointly controlled entities and associates 
Jointly controlled entities and associates were previo-
usly accounted for under the equity method. the 
Government Pension Fund Global qualifies for the 
scope exceptions in IAS 28 and IAS 31, and therefore 
the exception to the requirement for the use of the 
equity method because it is an investment fund. these 
investments are therefore now designated as instru-
ments that are measured at fair value through profit or 
loss. this voluntary change in principle has been 
chosen as measurement at fair value is in accordance 
with the business model of the Government Pension 
Fund Global. In addition; the fair value option is elected 
for most other balance sheet items where available.  
As a result this change in principle will lead to more 
consistent application of fair value where this is 
 possible. this will provide more relevant information.

As most material assets and liabilities within jointly 
controlled entities and associates have been accounted 
for at fair value, also prior to the change in principle 
from the equity method to fair value measurement, 
there are no adjustments in the opening balance sheet.   

Other financial assets, other financial liabilities, short 
term receivables and liabilities associated with 
 positions in repurchase and reverse repurchase agree-
ments, deposits in banks and short-term borrowing
Other financial assets, other financial liabilities, 
 deposits in banks and short-term borrowing as well as 
assets and liabilities associated with repurchase and 
reverse repurchase agreements that previously have 
been accounted for at amortised cost in accordance 
with IAS 39 Financial Instruments: Recognition and 
Measurement have been designated as financial assets 
and financial liabilities measured at fair value through 
profit or loss in accordance with IAS 39 from 1 October 
2013. this voluntary change in accounting principle  
has been chosen as fair value measurement is in 
 accordance with the business model of Norges Bank 
and Norges Bank thereby qualifies to elect the fair 
value option. In addition; the Government Pension 
Fund Global applies the fair value option for most other 
balance sheet items where this is available. As a result 
the change in principle would lead to more consistent 
use of fair value where this is possible. this will provide 
more relevant information.

Because of the short-term nature of the instruments 
mentioned above, there is no material difference between 
measurement at fair value and at amortised cost.

3.2 Implementation of amendments to IFRS
IAS 1 Presentation of Financial Statements
Norges Bank has implemented amendments to IAS 1 
related to presentation of other comprehensive 
income, which did not result in material changes in  
the statement of comprehensive income.

IFRS 7 Financial Instruments – Disclosures
Norges Bank implemented amendments IFRS 7 in 2013. 
these amendments require disclosure of offsetting 
rights and related agreements (such as collateral) for 
financial instruments subject to master netting agree-
ments or equivalents. the amendments have been 
implemented retrospectively, see note 8 Collateral and 
offsetting.

IFRS 13 Fair Value Measurement
IFRS 13 was implemented in 2013. this standard is 
applied prospectively. IFRS 13 defines fair value and 
determines a comprehensive framework for 
 measurement and disclosure relating to fair value.  
IFRS 13 is applied when other IFRSs require or permit 
measurement at or disclosures relating to fair value 
measurement. Implementation of IFRS 13 did not have 
a material impact on the financial reporting of Norges 
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Bank, as the requirements in the standard were 
 satisfied prior to implementation.

4. Accounting Policies
4.1 Income statement, statement of comprehensive 
income and balance sheet
the income statement, statement of comprehensive 
income and the balance sheet have been prepared in 
accordance with IAS 1 Presentation of Financial 
 Statements. the liquidity presentation format is  
used for the financial statements.

4.2 Statement of cash flows
the statement of cash flows has been prepared in 
accordance with IAS 7 Statement of Cash Flows using 
the direct method. Major classes of cash receipts and 
cash payments are presented separately. Specific 
 categories of cash flows, primarily arising from the 
 purchase and sale of financial instruments, are shown 
on a net basis when appropriate. All investment activity 
and management fee for the Government Pension 
Fund Global are defined as operating activities. Cash 
and cash equivalents comprise Deposits in banks and 
Short-term borrowing.

Cash transfers to the Government Pension Fund 
Global, in the form of an inflow from the Norwegian 
government, are classified as a financing activity in the 
statement of cash flows of the Government Pension 
Fund Global.

4.3 Statements of changes in owner’s capital
the Government Pension Fund Global presents 
changes in owner’s capital. the statements have been 
prepared in accordance with IAS 1 Presentation of 
Financial  Statements.

Owner’s capital for the Government Pension Fund 
Global comprises contributed capital in the form of 
inflows from the Norwegian government and retained 
earnings in the form of total comprehensive income.

4.4 Currency
Norges Bank’s functional currency is the Norwegian 
krone (NOk). transactions in foreign currency are 
recognised in the financial statements at the exchange 
rate prevailing on the transaction date. Assets and 
 liabilities in foreign currencies are translated into 
 Norwegian kroner using the exchange rate at the 
balance sheet date. the presentation currency for 
financial reporting is the Norwegian krone.

In the income statement, the foreign exchange 
element linked to realised and unrealised gains and 
losses on assets and liabilities is disaggregated and 
presented on a separate line. Foreign exchange 
 adjustments for the period are estimated on the basis 
of the cost in foreign currency and changes in exchange 
rates between the time of purchase, or the previous 
balance sheet date for financial instruments purchased 
in earlier periods, and the balance sheet date. At 
 realisation, the exchange rate at the transaction date  
is used.

Foreign subsidiaries that are consolidated into the 
investment portfolio’s financial reporting and have a 
functional currency different from that of Norges Bank 
are translated into Norwegian kroner. Income state-
ments are translated at an average exchange rate for 
the period, and balance sheets are translated at the 
reporting period’s closing rate. Any translation diffe-
rences are included in total comprehensive income and 
presented as translation reserve arising from consoli-
dation of foreign subsidiaries. this includes long term 
loans provided to subsidiaries that are determined to 
be part of the net investment in foreign operations in 
accordance with IAS 21 The Effects of Changes in 
Foreign Exchange Rates. 

See also note 2 Significant estimates and critical 
 accounting judgements.

4.5 Income and expenses
Interest income from deposits in banks, money market 
investments, reverse repurchase agreements and 
bonds and other fixed-income instruments is 
 recognised when the interest is earned.

Interest income related to investments in associates 
and jointly controlled entities is presented together 
with interest expenses in the underlying companies 
and will as a result be part of Net income/expense – 
gains/losses from Jointly controlled entities and 
 associates real estate. See note 3 Profit/loss on the 
portfolio before foreign exchange gains and losses  
and returns by asset class for a specification of this.

dividends from investments in equity instruments are 
recognised as income when the dividends are formally 
approved by the shareholders’ meeting or comparable 
responsible party. dividends are included in the line 
Net income/expenses and gains/losses from equities 
and units.
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Income from securities lending is presented as a net 
income comprising securities lending fees, expenses 
related to cash collateral received, reinvestment 
income, and the deduction of the security lending 
agent’s fees connected to the handling of the trans-
action. the net income is calculated and classified in 
accordance with the type of security that is lent as 
either Net income/expenses and gains/losses from 
equities and units or Net income/expenses and gains/
losses from bonds and other fixed-income instruments.

Rental income related to investment property is recog-
nised as income straight-line over the lease term. 
Incentive schemes related to signing lease agreements 
are recognised straight-line over the lease term, even if 
payment streams deviate from this basis.

Operating expenses in subsidiaries and jointly control-
led entities (see section 4.12) are expensed as occurred.

Interest expense is calculated and recognised as incur-
red in profit or loss and presented as either Interest 
expense repurchase agreements or Other interest 
income and interest expense.

For a description of recognition of income and expen-
ses related to jointly controlled entities and associates 
measured at fair value, see section 4.12 Jointly control-
led entities and associates.

transaction costs are defined as all costs directly attri-
butable to the completed transaction. For investments 
in equity and fixed-income instruments, this includes 
normal commission fees and stamp duties. Commis-
sion fees include an amount paid as part of the 
commission fee to cover analytical research services 
provided by some of the large brokers. For investments 
within the real estate asset class, direct transaction 
costs will typically include fees to advisors, typically 
lawyers and valuation experts, and stamp duty. 
 transaction costs are expensed as incurred and classi-
fied in accordance with the type of investment as either 
Net income/expenses – gains/losses from equities and 
units, Net income/expense – gains/losses from financial 
derivatives and Net income/expenses – gains/losses 
from bonds and other fixed-income instruments, 
depending on which type of security is invested in, or 
as Net income/expenses – gains/losses from Financial 
assets real estate. For investment property directly 
attributable transaction costs are recognised in the 
balance sheet as part of the cost at initial recognition.

the management fee comprises the Ministry of Finance’s 
reimbursement of Norges Bank’s expenses connected 

with the management of the Government Pension 
Fund Global, which is recognised in the income state-
ment of the Government Pension Fund Global as an 
expense, and recognised as revenue in the Norges 
Bank income statement. the operating expenses are 
reimbursed by the Ministry of Finance within an agreed 
limit. the management fee accrues during the financial 
year, but is cash-settled in the year following. Manage-
ment fee payable is measured at amortised cost.

4.6 Tax
Norges Bank’s activities are not subject to tax in 
Norway. In some foreign markets, Norges Bank is liable 
to tax, in the form of withholding tax on dividend and 
interest income, capital gains tax as well as corporate 
tax paid by foreign subsidiaries, jointly controlled 
 entities and associates for operations in other countries. 
the amount of tax is determined primarily by local tax 
laws, but may in many instances be adjusted for on the 
basis of tax agreements the  Norwegian government 
has with the country concerned.

taxes are expensed as incurred and when it is not 
 probable that they will be refunded. taxes that Norges 
Bank expects to be refunded, but which it has not yet 
received are presented in the balance sheet as Other 
financial assets. For further information see note 11 
Other financial assets / Other financial liabilities. When 
at a subsequent evaluation, Norges Bank deems it less 
probable that a refund claim will be accepted the refund 
will be reversed. 

Accrued withholding tax, after deductions for refunda-
ble withholding tax and corporate tax, are considered 
income taxes and classified as Tax expense in the 
income statement. these taxes are recognised at the 
same time as dividend income see section 4.5 of this 
note. In the balance sheet, net withholding taxes, after 
deductions for refunds, are classified as a liability until 
they have been settled. Ordinarily, refunds are received 
after gross withholding tax has been settled, and the 
claim for a refund is presented as an asset until the 
refund is received.

deferred tax is recognised in subsidiaries, associates 
and jointly controlled entities on the basis of the 
 difference between the carrying amounts of assets  
and liabilities and the tax base of the respective assets 
and liabilities. deferred tax assets are recognised if it is 
probable that they can be utilised.

Income tax and net change in deferred tax from 
 unrealised valuation changes in real estate arising in 
associates and jointly controlled entities real estate are 
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included in Net income/expense – gains/losses from: 
Jointly controlled entities and associates real estate 
and is not presented separately as Tax expense.

deferred tax assets/liabilities are not presented 
 separately in the balance sheet. deferred tax assets  
are included in Other financial assets and deferred tax 
liabilities are included in Other financial liabilities.

4.7 Classification and presentation of financial 
instruments
At initial recognition, all financial assets are classified in 
one of the following categories depending on the type 
of instrument and purpose of the investment:

• Financial assets held for trading

• Financial assets designated as at fair value through 
profit or loss (fair value option)

At initial recognition, financial liabilities are classified  
in one of the following categories:

• Financial liabilities held for trading

• Financial liabilities designated as at fair value through 
profit or loss (fair value option)

• Other financial liabilities

Norges Bank does not engage in hedge accounting, 
and therefore none of the financial instruments are 
designated as hedging instruments.

Financial assets or liabilities held for trading
All positions in financial derivatives as well as short-
sale bonds are classified in the category financial 
assets or financial liabilities held for trading. Other 
assets and liabilities are classified as held for trading if 
they are acquired or incurred principally for the purpose 
of selling or repurchasing it in the near term, or at the 
point of initial recognition it is part of a portfolio that is 
managed together and for which there is evidence of a 
recent actual pattern of short-term profit-taking. None 
of the investments in equities or bonds are as at the 
balance sheet reporting date classified as held for 
trading.

Financial assets and liabilities designated as at fair 
value through profit or loss (fair value option)
Financial instruments are classified in this category if 
the following criteria are met: the financial instruments 
are part of a portfolio that is managed and whose 
 performance is evaluated on a fair value basis in 

 accordance with a documented risk management or 
investment strategy. this implies that a fair value 
 business model is used for the portfolio or the asset, 
and the primary objective is to have gains over the 
longer term connected to changes in fair value.

All portfolios of equities and bonds under management 
are as at the balance sheet date classified in this cate-
gory. Positive holdings of equities and other equity 
instruments and positive holdings of bonds and other 
fixed-income instruments are presented on separate 
lines in the balance sheet. Net short positions in similar 
instruments are presented as Short-sale bonds. Bond 
and other debt in jointly controlled entities are presen-
ted as Jointly controlled entities and associates is 
 presented as Jointly controlled entities and associates 
real estate. 

Short-term financial assets and liabilities such as 
 positions in repurchase and reverse repurchase agree-
ments and deposits/liabilities in the money market as 
well as cash collateral are classified in this category. 
See section 3 of this note regarding the change in 
 accounting policy.

Jointly controlled entities and associates are classified 
in this category. See section 3 of this note regarding 
the change in accounting policy.

Investments in the asset class real estate in the form of 
a share in the cash flow from underlying properties are 
classified in this category and presented on a separate 
line in the balance sheet.

Earned and accrued interest
Earned and accrued interest is presented in the balance 
sheet on the same line as the respective financial asset 
or liability.

4.8 Recognition and derecognition, financial 
instruments
Financial assets
Financial assets or liabilities are recognised in the 
balance sheet when Norges Bank becomes party to the 
instrument’s contractual benefits, or when the risks 
and rewards of ownership are transferred if this occurs 
at a different point in time. the transaction is recogni-
sed at trade date, where the purchase or sale of the 
instrument involves settlement under normal market 
conditions.

Financial assets are derecognised when the contractual 
rights to the cash flows expire, or when the financial 
asset and substantially all the risks and rewards of 
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ownership are transferred. Average acquisition cost  
is used upon derecognition. 

Financial liabilities
Financial liabilities are recognised in the balance sheet 
in the same manner as financial assets, see above. 
Financial liabilities are derecognised when the obligation 
has been settled, extinguished or cancelled.

Securities lending
Securities lent are not derecognised from Norges 
Bank’s balance sheet. during the lending period the 
securities are accounted for in the same way as other 
securities holdings. As the counterparty has the right 
to sell or pledge the security, the security is considered 
transferred. lent securities are presented on separate 
lines in the balance sheet, Equities lent and Bonds lent.

Collateral received in the form of cash is recognised as 
an asset together with a corresponding liability, Cash 
collateral received. Collateral received in the form of 
securities is not recognised in the balance sheet unless 
reinvested.

Reinvestments of cash collateral in the form of reverse 
repurchase agreements and bonds are recognised in 
the balance sheet and accounted for in the same 
manner as comparable investments.

For more information about securities lending, see 
note 7 transferred financial assets.

Repurchase and reverse repurchase agreements
In connection with positions in repurchase agree-
ments, the security is not derecognised when the 
 agreement is entered into. As the counterparty has  
the right to sell or pledge the security the security is 
considered transferred. these securities are therefore 
presented together with other lent bonds on the line 
Bonds lent. this is a change in presentation from the 
previous year. NOk 18 495 million has been reclassified 
in the comparatives from Bonds and other fixed-income 
instruments to Bonds lent.  during the contract period, 
the accounting for the underlying securities is in 
 accordance with the accounting policies for invest-
ments in securities. Cash received is recognised as a 
financial asset in the form of bank deposits and the 
 corresponding short-term financial liability, Borrowing 
associated with repurchase agreements.

In connection with reverse repurchase agreements,  
the received underlying security is not reinvested  
and therefore is not recognised in the balance sheet.  
the cash paid is derecognised, and a corresponding 

receivable reflecting the cash amount that will be 
 received in return is recognised as an asset, Lending 
associated with reverse repurchase agreements.

Income and expenses connected with repurchase and 
reverse repurchase agreements are presented on 
 separate lines in the income statement, Interest income, 
lending associated with reverse repurchase agree-
ments and Interest expense repurchase agreements.

4.9 Measurement of financial instruments
Initial recognition
Financial assets and liabilities classified in categories 
with subsequent measurement at fair value through 
profit or loss are recognised at fair value on the trade 
date. Fair value will normally be the transaction price 
unless a different value can be justified on the basis of 
transactions observed in the market.

Subsequent measurement – fair value
All receivables, liabilities, equities, bonds and other 
fixed-income instruments, real estate investments and 
financial derivatives classified as financial assets and 
liabilities held for trading or designated as at fair value 
through profit or loss are measured at fair value on the 
reporting dates after initial recognition. Gains and 
losses from changes in fair value are recognised in 
profit or loss in the period in which they arise. See 
section 4.13 for further information on this.

4.10 Netting
Financial assets and financial liabilities are presented 
net in the balance sheet only if Norges Bank has a legal 
right to offset, and the intention and practice of 
 settling on a net basis. 

Financial assets and liabilities are not netted, because 
these criteria are not met. this implies that financial 
derivatives with positive market values are presented 
as assets and financial derivatives with negative market 
values are presented as liabilities.

For further information, see note 8 Collateral and 
 o ffsetting.

4.11 Investment property
Properties held for the purpose of earning rental 
income and for capital appreciation within the real 
estate asset class are accounted for as investment 
 property.  

Investment property is recognised as an asset when  
it is probable that the future rental income and value 
changes that are associated with the property will  

66 Financial reporting \ Government pension fund Global \ annual report 2013



flow to Norges Bank and the cost of the investment 
property can be measured reliably. An investment 
 property is derecognised when sold, i.e. when sub-
stantially all the risks and potential for returns related 
to the property have been transferred to a buyer.

At initial recognition investment property is measured 
at its purchase price, plus directly attributable 
 transaction costs.

Investment property is measured at fair value at the 
reporting dates following initial recognition. See 
section 4.13 for further information on this. Changes  
in the fair value of properties classified as investment 
property in the balance sheet of the investment port-
folio are presented in the income statement as Net 
income/expenses – gains/losses from investment 
 properties. For property owned by jointly controlled 
entities, see the description of presentation below.

4.12 Jointly controlled entities, associates and jointly 
controlled assets
through subsidiaries established as part of the 
 management of the Government Pension Fund Global, 
joint control or significant influence arises over other 
entities.

Jointly controlled entities are investments where 
Norges Bank through an agreement with the counter-
party has joint control over the entity’s strategic, 
 financial and operational decisions.

Associates are investments where Norges Bank has 
acquired significant influence over the entity. Signifi-
cant influence is achieved when Norges Bank through 
subsidiaries acquires 20 per cent or more of the voting 
power in an investee but does not control or jointly 
control the investee. Significant influence means that 
Norges Bank can affect financial or operating policy 
decisions in an investee.

Norges Bank has elected to measure investments in 
jointly controlled entities and associates at fair value 
through profit or loss. Fair value is determined by 
aggregating the fair values of assets and liabilities in 
the respective entities. See section 4.13 for detailed 
information about fair value measurement.  See also 
section 3 regarding the change in accounting principle. 
Investments in jointly controlled entities and associates 
are recognised when it is probable that the future 
 economic benefits that are associated with the interest 
in the entity will flow to Norges Bank and the cost  
of the investment can be measured reliably. Jointly 
controlled entities and associates are derecognised 

when sold, i.e. when substantially all the risks and 
returns have been transferred to a buyer.

Cost at initial recognition comprises the consideration 
paid, plus directly attributable transaction costs. 
Investments in such entities are presented as Jointly 
controlled entities and associates real estate in the 
balance sheet of the Government Pension Fund Global.

In subsequent reporting periods, the carrying amounts 
of the investments are adjusted for fair value changes 
for the period. Fair value changes and distributions 
from the investments are included in profit and loss 
and presented as Net income/expense – gains/losses 
from: jointly controlled entities and associates real 
estate.

Jointly controlled assets are accounted for using 
 proportionate consolidation. Such investments are 
recognised on the same basis as for jointly controlled 
entities. Under proportionate consolidation, Norges 
Bank  accounts for the investment portfolio’s share of 
assets, liabilities, income and expenses, on the basis of 
their nature. Cost at initial recognition comprises the 
consideration paid, plus directly attributable transaction 
costs. Jointly controlled assets primarily comprise 
investment property (see above). Income and expenses 
associated with property management are presented 
as Net income/expenses and gains/losses from 
 Investment properties.

4.13 Fair value measurement
Fair value is the price that would be received to sell  
an asset or paid to transfer a liability in an orderly 
transaction between market participants at the 
 measurement date.

the price quoted by a stock exchange, broker or price 
provider is used for securities that are traded in active 
markets.

If the market for a security or an asset is not active,  
fair value is established by using a standard valuation 
technique to estimate fair value. Valuation techniques 
include using recent arm’s length market transactions 
between knowledgeable, willing parties, if available, 
reference to the current fair value of another instrument 
that is substantially the same, discounted cash flow 
analysis and option pricing models. If there is a valuat-
ion technique commonly used by market participants 
to price the instrument and that technique has been 
demonstrated to provide reliable estimates of prices 
obtained in actual market transactions, that technique 
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is used. the chosen valuation technique makes 
maximum use of market inputs.

For investment property external appraisals and 
 valuations are regularly obtained as the primary basis 
for the determination of fair value.

For further information on valuation techniques,  
see note 12 Fair value measurement.

Changes in fair value are included in the income 
 statement on the line that represents the respective 
investment.

4.14 Consolidation of subsidiaries
Norges Bank has established subsidiaries that exclusi-
vely constitute investments as part of the management 
of the Government Pension Fund Global.

the accounting policies are applied consistently when 
consolidating ownership interests in subsidiaries. 
 Intra-group transactions and intercompany balances 
are eliminated in the preparation of consolidated 
 financial statements. Intra-group items comprise loans 
and equity financing from the investment portfolio  
to subsidiaries to finance real estate investments in 
subsidiaries. loans are made at market interest rates 
and are issued in the subsidiary’s functional currency. 
Except for the above-mentioned items, all items 
 recognised in subsidiaries’ financial statements are 
included in the statement of comprehensive income, 
balance sheet and statement of cash flows. this 
 includes subsidiary administrative expenses, presented 
as Other expenses.

4.15 Internal trades between portfolios
Internal trades in the form of money market deposits/
loans and repurchase agreements between the invest-
ment portfolio of the Government Pension Fund Global 
and Norges Bank’s long-term reserves are presented as 
a net receivable/payable between the two reporting 
entities on the balance sheet line Other financial assets 
(for the party with the net receivable) and Other finan-
cial liabilities (for the party with the net payable). 
 Corresponding income statement items are presented 
gross in the respective income statement as either 
interest income or interest expense. Such internal 
trades are made under the arm’s length principle,  
i.e. on market terms.

4.16 Related parties
Norges Bank is owned by the Norwegian government 
and under IAS 24.25 is exempt from the disclosure 

requirements pertaining to related party transactions 
with the government.

5. stAndArds, Amendments And 
interPretAtions not APPlicAble in 2013
IASB final standards and IFRS and International 
 Financial Reporting Interpretations Committee (IFRIC) 
interpretations with application dates after 2013
IFRS 10 Consolidated Financial Statements – Invest-
ment Entities
In October 2012, the IASB issued amendments to IFRS 
10, IFRS 12 and IAS 27 to provide an exception to the 
consolidation requirements in IFRS 10 for reporting 
entities that qualify as investment entities. Such 
 reporting entities are required to measure investments 
in subsidiaries at fair value and recognise the invest-
ments as a single line item in the balance sheet.

Norges Bank has determined that the Government 
Pension Fund Global is an investment entity under IFRS 
10, as the requirements to qualify are met. the most 
significant requirements are that the Government 
Pension Fund Global receives funds from an investor  
for the purpose of providing investment management 
services, is committed to the investor to invest funds 
solely for returns from capital appreciation and/or 
investment income and measures and evaluates the 
performance of substantially all of its investments on  
a fair value basis.

IFRS 10 will result in changes in financial reporting. 
these mainly comprise a change from consolidation to 
fair value measurement for most subsidiaries, including 
subsidiaries with jointly controlled assets in their 
balance sheets that are currently proportionately 
 consolidated. An exception is subsidiaries that provide 
investment related services. these companies shall 
continue to be consolidated. the discontinuation of 
consolidation of subsidiaries will result in a reclassifi-
cation of translation differences within owner’s capital.  
It is not expected that the implementation of changes 
under IFRS 10 will lead to changes in measurement,  
as the underlying investments are already measured  
at fair value. Norges Bank as such is not an investment 
entity.

the adoption of IFRS 11 will not have consequences for 
the Government Pension Fund Global, as investments  
in subsidiaries will be measured at fair value in their 
totality, i.e. inclusive of underlying investments (for 
example in associates or jointly controlled entities).
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Investment entity amendments in IFRS 10, IFRS 12 and 
IAS 27 are effective from 1 January 2014. the amend-
ments were endorsed by the EU in the fourth quarter  
of 2013. Norges Bank expects to apply IFRS 10, 
 including these amendments, from 1 January 2014.

IFRS 9 Financial Instruments
IFRS 9 replaces the classification and measurement 
rules for financial instruments in IAS 39 Financial 
 Instruments – Recognition and Measurement. Under 
IFRS 9, financial assets with basic loan features shall be 
carried at amortised cost, unless the business model 
indicates that they should be carried at fair value.  
All other financial assets shall be carried at fair value.

Classification and measurement of financial liabilities 
under IFRS 9 is a continuation of IAS 39, with the 
 exception of financial liabilities designated as at fair 
value through profit or loss (fair value option), where 
changes in fair value relating to own credit risk shall  
be separated and presented in other comprehensive 
income.

All portfolios of equities, bonds and financial derivatives, 
as well as real estate investments classified as financial 
assets, have a business model that is expected to be 
consistent with the classification measured at fair value 
under IFRS 9 as at 31 december 2013.

the effective date of IFRS 9 has been deferred by the 
IASB until the IFRS 9 project in its totality is approaching 
completion. Norges Bank expects to apply the standard 
after the EU has endorsed this. Application of IFRS 9 is 
not expected to result in material changes in classifi-
cation, recognition or measurement for Norges Bank’s 
financial reporting on the transition date.

IFRS 10 Consolidated Financial Statements
IFRS 10 supersedes IAS 27 Consolidation and Separate 
 Financial Statements and SIC-12 Consolidation – Special 
Purpose Entities. IFRS 10 establishes principles for the 
presentation and preparation of consolidated financial 
statements when an entity controls one or more other 
entities. See above for further amendments concerning 
investment entities. 

In the EU, IFRS 10 is effective for accounting periods 
beginning on or after 1 January 2014. IFRS 10 (excluding 
amendments relating to investment entities) was 
 endorsed by the EU in the fourth quarter of 2012.

With the exception of amendments in IFRS 10, IFRS 12 
and IAS 27 related to investment entities (see above), 
Norges Bank does not expect that the implementation 
of IFRS 10 will have a material impact on the consoli-
dated financial statements of the investment portfolio 
or other areas of Norges Bank.

IFRS 12 Disclosure of Interests in Other Entities
IFRS 12 requires the disclosure of information that 
enables users of financial statements to evaluate the 
nature of and risks associated with interests in other 
entities as well as the effects of those interests on the 
entity’s balance sheet, income and cash flows. IFRS 12 
is  required to be applied by an entity that has an 
 interest in subsidiaries, joint arrangements (joint 
 operations or joint ventures), associates, or unconsoli-
dated  structured entities.

In the EU IFRS 12 is effective for annual periods 
 beginning on or after 1 January 2014, and the standard 
was endorsed by the EU in 2012.

Norges Bank does not expect that the adoption of IFRS 
12 will have a material impact on the financial reporting 
for the Government Pension Fund Global or other areas 
of Norges Bank. Norges Bank expects to apply IFRS 12 
as from 1 January 2014. As the Government Pension 
Fund Global is an investment entity (see above), some-
what more substantial changes in note disclosures are 
expected when IFRS 10 and IFRS 12 are adopted.
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nOte 2 significant estimates and critical accOunting Judgements

the preparation of the financial statements of Norges 
Bank, which includes the financial reporting for the 
Government Pension Fund Global in accordance with 
the accounting policies in note 1 Accounting policies, 
involves the use of estimates and judgements that may 
affect assets,  liabilities, income and expenses. 
 Estimates and judgements are based on historical 
experience and expectations about future events  
that are considered probable at the time the financial 
statements are presented.

Estimates are based on best judgement; however, 
actual results may deviate from estimates. In cases  
of particularly uncertain estimates, this is described in 
the respective notes.

significAnt estimAtes
Below is an overview of significant estimates on the 
reporting date.

Fair value of securities, financial assets, financial 
 derivatives, jointly controlled entities, associates and 
investment property not traded or quoted in an active 
market 
Parts of the holdings are not traded in active markets, 
i.e. they are allocated to level 2 or level 3 in the fair 
value hierarchy. this pertains primarily to bond holdings, 
OtC financial derivatives and real estate investments, 
while nearly all equities are allocated to level 1 (traded 
in active markets).

level 2 and 3 holdings are valued using models, and the 
resulting value is defined as an estimate. the resulting 
values of holdings allocated to level 3, with significant 
use of unobservable inputs, are regarded as particularly 
uncertain estimates. Generally, widely accepted, 
 standard pricing models are used. For further informa-
tion on pricing models and the control environment, 
see note 12 Fair value measurement.

Investment properties are measured at fair value.  
Fair value is based on external appraisals and valuations, 
or, recent comparable transactions in comparable 
markets. the determination of fair value in such 
 appraisals and valuations requires the use of estimates 
such as future cash flows from assets (based on 
assumptions regarding tenant occupancy rates, tenant 
profiles, future revenue streams, the capital value of 
property, plant and equipment and the overall physical 
condition of the property) and discount rates applicable 
to those assets. these estimates are based on local 
market  conditions on the reporting date and are 
 allocated to level 3.

Jointly controlled entities and associates are measured 
at fair value. Fair value is determined by aggregating  
all assets and liabilities in the respective entities. the 
material assets and liabilities in the jointly controlled 
entities and associates exist of investment property 
and debt measured at fair value. See above for signifi-
cant estimates related to investment properties.

Gains/losses on securities before foreign exchange 
gains and losses, and Foreign exchange gains and 
losses 
Gains and losses on securities and financial derivatives 
resulting from changes in the price of the security/
instrument (before foreign exchange gains and losses) 
and gains and losses resulting from changes in foreign 
exchange rates (foreign exchange gains and losses)  
are presented separately in the income statement.  
the method of allocating total gains and losses in 
 Norwegian kroner for a holding for a period to a 
security element and a foreign exchange element is an 
estimate, as different methods will result in different 
allocations.

Foreign exchange element:
Norges Bank calculates unrealised gains and losses due 
to changes in foreign exchange rates based on the cost 
in local currency of the holding and the change in the 
foreign exchange rate from the time of purchase until 
the balance sheet date. If the holding has been pur-
chased in a previous period, gains and losses from 
 previous periods that have already been recognised in 
profit or loss are deducted to arrive at the gain or loss 
for the current period. Accordingly, for realised gains or 
losses, the foreign exchange rate on the date of sale is 
used instead of the closing rate at the end of the 
 reporting period, and previously recognised unrealised 
gains or losses for the holding are reversed in the 
current period.

Security element:
Unrealised gains and losses from changes in the 
security price are calculated based on the change in the 
security price from the purchase date to the balance 
sheet date and the closing exchange rate at the balance 
sheet date, and gains and losses recognised in the 
income statement in previous periods are  deducted to 
arrive at the gain or loss from security prices for the 
current period. Realised gains and losses from changes 
in security prices are based on the selling price as 
opposed to the price on the balance sheet date and 
previously recognised unrealised gains or losses for the 
holding are reversed in the current period.
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significAnt criticAl Accounting 
judgements relAted to the APPlicAtion  
of Accounting Policies
the following are the judgements made by manage-
ment related to the application of accounting policies 
regarded to have the greatest impact on the amounts 
recognised in the financial statements.

Choice of functional currency
the management of Norges Bank judges the 
 Norwegian krone to be the functional currency of the 
Bank, as this is the dominant currency with regard to 
the underlying activities of the Bank. the owner’s 
capital , in the form of the Government Pension Fund 
Global krone account, is denominated in Norwegian 
kroner, and a significant share of the costs related to 
the management of the assets is in Norwegian kroner.

the financial reporting for the Government Pension 
Fund Global is part of the financial statements of 
Norges Bank, and on this basis the judgement is that 
the investment portfolio’s functional currency is also 
the Norwegian krone, even though changes in the 
 Norwegian krone exchange rate versus other curren-
cies do not affect the international purchasing power  
of the investment portfolio. the Bank’s and the 
 investment portfolio’s nominal return is measured  
and reported internally and to the owner in Norwegian 
kroner, while the percentage return for the investment 
portfolio is reported both in Norwegian kroner and in 
the currency basket specified in the management 
mandate given by the Ministry of Finance (see further 
information in note 13 Risk). Furthermore, no single 
currency stands out as dominant in the asset 
 management.

When subsidiaries are established or acquired in 
 connection with the management of the real estate 
asset class within the Government Pension Fund 
Global, an assessment is made concerning the appro-
priate functional currency for use in the subsidiary’s 
financial reporting, and for use in the consolidation into 
the  consolidated financial statements of the invest-
ment portfolio. Normally the local currency will appear 
as the appropriate functional currency for the company, 
given that this is the currency of the economic environ-
ment in which the entity operates, and the currency for 
all of its transactions.

In cases where there is doubt related to which currency 
is the functional currency or where transactions are in 
multiple currencies, or where the entity has no operati-

ons, the currency of its financing activities and the 
 denomination of any income and expenses will be 
 considered, together with the consideration of whether 
the entity is merely an extension of Norges Bank into 
the local market.

Assessment of degree of control
In the case of investments in entities or assets where 
the Government Pension Fund Global has an ownership 
share is significant, an assessment is made relating to 
the degree of control that exists. this assessment is 
necessary to establish whether the investment should 
be accounted for as an investment in a financial asset, 
an associate, a jointly controlled entity/asset or a 
 consolidated subsidiary. As part of the assessment of 
the degree of control, the ownership interest will be 
given significant consideration, along with the con-
tractual terms in the shareholder and joint venture 
agreements that may suggest a greater or lesser 
degree of control than that based on an observation  
of the ownership interest taken in isolation. A total 
assessment of all relevant elements in each specific 
case forms the basis for a conclusion concerning 
whether or not the Bank has control over the 
 investment.
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nOte 3 PrOfit/lOss On the POrtfOliO befOre fOreign exchange gains and lOsses and 
returns Per asset class

table 3.1 Specification profit/loss on the portfolio before foreign exchange gains and losses

2013

amounts in noK million interest dividends

net 
income/ 
expense

realised 
gains/ 

 losses**
unrealised 

gains/ losses total

interest income and interest expense from 
bank deposits

61 . . . . 61

interest income, lending associated with 
reverse repurchase agreements

150 . . . . 150

net income/expense and gains/losses from:

   - equities and units* . 73 329 2 564 87 490 518 404 681 787

   -  bonds and other fixed-income 
instruments*

52 279 . 51 9 537 -55 970 5 897

   - financial derivatives -232 . 0 2 070 -248 1 590

   - financial assets real estate 0 . 99 . 816 915

   - investment properties 0 0 502 0 205 707

   -  Jointly controlled entities and associates 
real estate

0 837 . 0 1 009 1 846

interest expense, borrowing associated with 
repurchase agreements

-34 0 0 0 0 -34

Other interest income and interest expense 2 0 0 0 0 2

tax expense 0 0 -1 291 0 0 -1 291

Other expenses 0 0 -100 0 0 -100

Profit/loss on the portfolio before foreign 
exchange gains and losses 

52 226 74 166 1 825 99 097 464 216 691 530

2012

amounts in noK million interest dividends

net 
income/ 
expense

realised 
gains/ 

 losses**
unrealised 

gains/ losses total

interest income and interest expense from 
bank deposits

102 . . . . 102

interest income, lending associated with 
reverse repurchase agreements

219 . . . . 219

net income/expense and gains/losses from:

   - equities and units* . 63 295 2 439 -11 079 295 124 349 779

   -  bonds and other fixed-income 
instruments*

46 612 . 11 32 908 18 806 98 337

   - financial derivatives -204 . 0 -3 395 3 330 -269

   - financial assets real estate . . 170 . 344 514

   - investment properties 0 0 244 0 -177 67

   -  Jointly controlled entities and associates 
real estate

0 30 . 0 -280 -250

interest expense, borrowing associated with 
repurchase agreements

-130 0 0 0 0 -130

Other interest income and interest expense 1 0 0 0 0 1

tax expense 0 0 -864 0 0 -864

Other expenses 0 0 -80 0 0 -80

Profit/loss on the portfolio before foreign 
exchange gains and losses 

46 600 63 325 1 920 18 434 317 147 447 426

* net income/expense equities and units and bonds and other fixed-income instruments are from security lending activities. 
** tax and fee related transaction costs arising as part of the management are deducted from the profit/loss line for the relevant investment.  

typically these comprise stamp duties and transaction fees.
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table 3.2 Specification of returns per asset class

amounts in percent 2013 2012 4q 2013 q3 2013 q2 2013 q1 2013

returns in international currency

return on equity investments  26.28  18.06  7.41  7.64  0.89  8.25 

return on fixed-income investments  0.10  6.68  0.13  0.32  -1.40  1.06 

return on real estate investments  11.79  5.77  3.67  4.09  3.94  -0.34 

return on fund  15.95  13.42  4.66  4.99  0.06  5.45 

return on equity and fixed-income 
investments

 15.97  13.45  4.67  5.00  0.03  5.49 

return on benchmark equity and fixed-
income indices

 14.98  13.24  4.55  4.87  -0.28  5.16 

relative return on equity and fixed-income 
investments

 0.99  0.21  0.12  0.13  0.31  0.32 

relative return on equity investments  1.28  0.52  0.15  0.27  0.34  0.32 

relative return on fixed-income investments  0.25  -0.29  -0.02  -0.25  0.29  0.22 

returns in kroner

return on equity investments  36.26  11.07  8.30  8.54  4.59  10.83 

return on fixed-income investments  8.01  0.36  0.96  1.15  2.22  3.46 

return on real estate investments  20.62  -0.50  4.53  4.96  7.75  2.03 

return on fund  25.11  6.70  5.53  5.86  3.73  7.96 

return on equity and fixed-income 
investments

 25.14  6.73  5.54  5.87  3.70  8.00

Returns in the table above are a reproduction of return 
information in table 1-1 in the annual report chapter 
Results for 2013. Norges Bank uses a time-weighted 
monthly rate of return methodology in the return 
 calculations. the fair value of holdings is determined 
on the day of cash-flows into and out of the asset 
classes and interim returns are geometrically linked.  
All returns are calculated net of non-reclaimable with-
holding taxes on dividends, interest and capital gains. 
Withholding taxes are recognised when incurred. 
 Interest income and dividends are recognized when 
accrued. Performance is reported in terms of an inter-
national currency basket following from the investment 

portfolio’s benchmark index, as well as in Norwegian 
kroner, where the currency basket is weighted based 
on the currency composition of the equities and fixed 
income benchmark indices. Returns on the benchmark 
indices for equities and fixed income are calculated as 
the geometrical difference between the fund’s returns 
measured in Norwegian kroner and the return of the 
currency basket. Returns on the benchmark indices for 
equities and fixed income are calculated by weighting 
the monthly returns of the benchmark portfolio for 
equities and fixed income respectively with actual 
ingoing markets capitalization weights for the month.
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nOte 4 tax exPense

tax expense comprises income tax and deferred tax, 
that will not be refunded under local tax rules or tax 
treaties to Norges Bank, on behalf of the Government 
Pension Fund Global. 

table 4.1 shows the different types of income/gains 
that trigger tax expenses, the tax deducted upon 
 r ecognition of income, the tax refunded, net change 
deferred tax and the net tax expense. Both income before 
tax (gross) and income after tax (net) are presented.

table 4.1 tax expense per asset class and type of income

2013

amounts in noK million

Gross 
income 
before 

taxes**

income 
taxes 

deducted

income 
taxes 

refunded

net  
change 

deferred 
tax

Tax 
expense

net  
income  

after taxes**

dividends from equities – withholding tax  73 329 -2 684  1 634  . -1 050  72 279 

realised/unrealised gains/losses from 
equities – capital gains tax*

 605 894  -  - -39 -39  605 855 

interest income from bonds and other  
fixed-income instruments – withholding tax

 52 279 -148  143  . -5  52 274 

realised/unrealised gains/losses 
from bonds and other fixed-income 
instruments – capital gains tax

-46 433  -  -  -  - -46 433 

income tax in real estate subsidiaries  1 547 -15 - . -15  1 532 

change in deferred tax – unrealised fair 
value change real estate***

 1 401 . . -182 -182  1 219 

tax expense -2 847  1 777 -221 -1 291 

2012

amounts in noK million

Gross 
income 
before 

taxes**

income 
taxes 

deducted

income 
taxes 

refunded

net  
change 

deferred 
tax

Tax 
expense

net  
income  

after taxes**

dividends from equities – withholding tax 63 295 -2 011  1 258  . -753  62 542 

realised/unrealised gains/losses from 
equities – capital gains tax*

284 045  0  - -101 -101 283 944

interest income from bonds and other  
fixed-income instruments – withholding tax

46 612 -63  58  . -5  46 607 

realised/unrealised gains/losses 
from bonds and other fixed-income 
instruments – capital gains tax

51 715  -  -  .  -  51 715 

income tax in real estate subsidiaries 550 -5  -  . -5  545 

change in deferred tax – unrealised fair 
value change real estate***

77 . . -1 -1  76 

tax expense -2 078  1 316 -102 -864 

*  the provision is reclassified from the line dividends from equities – withholding tax and the column income taxes deducted.  
comparative amounts for 2012 have been restated.

**  unrealised gains/losses are included in the gross and net income. comparative amounts for 2012 have been restated. 
***  change in deferred tax is included from 2013. comparative amounts for 2012 have been restated. 

74 Financial reporting \ Government pension fund Global \ annual report 2013



table 4.2 shows the gross change in deferred tax 
payable and deferred tax receivable for the period split 
on portfolios.

table 4.2 Change in carrying amounts deferred tax payable and deferred tax receivable

beløp i millioner kroner

deferred 
capital 

gains tax  
– equities

deferred tax 
payable  

–real estate

total 
 deferred  

tax payable

deferred 
tax 

 receivable 
– real 

estate

total 
 deferred 

tax 
 receivable

net  
deferred tax 
payable and 

receivable

carrying amounts deferred tax payable 
and receivable 01.01.2013

-102 -1 -103 0 0 -103

change in deferred tax for the period -39 -200 -239 18 18 -221

Carrying amounts deferred tax payable 
and receivable 31.12.2013

-142 -201 -343 18 18 -325

beløp i millioner kroner

deferred 
capital 

gains tax  
– equities

deferred tax 
payable  

–real estate

total 
 deferred  

tax payable

deferred 
tax 

 receivable 
– real 

estate

total 
 deferred 

tax 
 receivable

net  
deferred tax 
payable and 

receivable

carrying amounts deferred tax payable 
and receivable 01.01.2012

-1 0 -1 0 0 -1

change in deferred tax for the period -101 -1 -102 0 0 -102

Carrying amounts deferred tax payable 
and receivable 31.12.2012

-102 -1 -103 0 0 -103

 

Carrying amounts deferred capital gains tax – equities 
comprise of net provision for future taxes payable on 
gains on sale of equities. Carrying amounts deferred 

tax payable and receivable – real estate are calculated 
based on the difference between the tax base and the 
fair value of the properties.
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nOte 5 management cOsts and Other exPenses

Management costs comprise operating expenses 
 relating to the management of the investment port-
folio of the Government Pension Fund Global.  
Management costs incurred by Norges Bank as the 
asset manager are specified in table 5.1. Real estate 
subsidiaries will also incur administrative expenses. 
these expenses are charged directly to the profit/loss 
of the portfolio, see specification in table 5.2. 

Management costs are covered by the Ministry of 
Finance up to a certain limit . the limit for management 
costs is 9 basis points for 2013, and includes from 2013 
both mentioned elements excluding Performance- 
based fees to external managers and Property 
 management expenses in real estate subsidiaries. 

Operating expenses real estate subsidiaries which are 
included in the limit, but not charged to Norges Bank  
as the asset manager, are deducted from the refunded 
amount (Management fee).

total management costs excluding performance-based 
fees, which are measured against the limit, amount to 
NOk 2 266 million for 2013. this comprises NOk 2 205 
million in Norges Bank operating expenses excluding 
performance-based fees and NOk 61 million in 
 Operating expenses, real estate subsidiaries. this 
 corresponds to 5.2 basis points of assets under 
 management on an annual basis.

total management costs including performance-based 
fees amount to NOk 2 950 million for 2013, and 
 comprises NOk 2 889 million in total Norges Bank 
 operating expenses related to the management of the 
Government Pension Fund Global and NOk 61 million  
in operating costs in real estate subsidiaries. this 
 corresponds to 6.7 basis points of assets under 
 management on an annual basis.

table 5.1 gives a specification of Norges Bank’s 
 operating expenses relating to the management of the 
Government Pension Fund Global, which are covered 
by the management fee from the Ministry of Finance.

table 5.1 Specification management fee

2013 2012

amounts in noK million
basis 

points
basis 

points

salary, social security and other personnel related costs  709  587

custody and settlement costs  423  351

it-services, systems and data*  454  432

research, consulting and legal fees*  99  64

Other costs  103  90

allocated common costs norges bank  104  90

base fees to external managers  313  272

Management fee excluding performance-based fees 2 205 5.0 1 886 5.3

Performance-based fees to external managers  684  307

total management fee 2 889 6.6 2 193 6.2

* as of third quarter Outsourced it and analysis costs are moved and presented as it-services, systems and data and research, 
consulting and legal fees. comparative amounts for 2012 have been restated.

Fees to external managers and custody and settlement 
fees are invoiced directly and paid individually for each 
portfolio managed by Norges Bank Investment 
 Management. All other costs included in the basis for 
calculation of the management fee are costs that are 
common to the management, and are allocated to the 
individual portfolio using a cost allocation model based 

primarily on market values and asset class composi-
tion. Performance-based fees to external managers  
are covered outside of the set limit, as part of the 
 management fee. the management fee is a function  
of expenses presented in Norges Bank’s income 
 statement.
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table 5.2 specifies operating expenses in real estate 
related subsidiaries that are included in Norges Bank’s 
management fee limit, and other expenses charged 

directly to the portfolio and not included in Norges 
Bank’s management fee limit.

table 5.2 Specification operating expenses, real estate subsidiaries and other expenses

amounts in noK million 2013 2012

salary, social security and other personnel related costs  20  12 

it-services, systems and data, outsourced administrative services  6  6 

research, consulting and legal fees  14  9 

fees related to real estate asset management (external)  11  10 

Other costs, subsidiaries  10  8 

total operating expenses, real estate subsidiaries included in Norges Bank's 
management fee limit

 61  45 

Property management expenses in real estate subsidiaries  12  9 

Other expenses, investment portfolio  27  26 

total other expenses not included in Norges Bank's management fee limit  39  35 

total other expenses  100  80

exPenses included in norges bAnK’s 
mAnAgement fee limit
the expenses in table 5.2 are consolidated into the 
income statement of the Government Pension Fund 
Global, and paid with cash belonging to the investment 
portfolio. Operating expenses in subsidiaries of Norges 
Bank is not included in Norges Banks operating expen-
ses as they are not consolidated in Norges Bank and 
are paid by the subsidiaries, as per the accounting 
regulation for Norges Bank § 2-3, paragraph 4. the 
 operating expenses totals NOk 61 million for 2013 and 
are presented as part of Other expenses in the income 
statement for the Government Pension Fund Global. 
the operating expenses are charged directly to the 
portfolio result.

exPenses not included in norges bAnK’s 
mAnAgement fee limit
Within the asset class real estate there are additional 
costs relating to property management, which are 

included in the income statement lines Net income/
expenses – gains/losses on investment properties and 
Jointly controlled entities and associates real estate.
these costs are incurred by the company that owns  
the property, and are considered to be expenses linked 
directly to the income from and the management of 
the properties. In some cases such expenses, in the 
form of fees related to property management, will be 
incurred by the subsidiaries and be presented as Other 
expenses and are shown in the second part of table 5.2.

the second part of table 5.2 also shows other expenses 
in the investment portfolio and includes mainly trans-
action related expenses that arise as part of the 
 management and relates to all asset classes.

Other expenses are paid for with cash belonging to the 
Government Pension Fund Global and charged to the 
portfolio profit/loss directly.
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nOte 6 equities and units / bOnds and Other fixed-incOme instruments 

table 6.1 Specification equities and units  

31.12.2013 31.12.2012

amounts in noK million

fair value  
including  
dividends

accrued  
dividends

fair value  
including  
dividends

accrued  
dividends

equities and units

listed equities and units  3 133 467  3 215 2 327 992 2 523

total equities and units 3 133 467 3 215 2 327 992 2 523

Of which equities lent  161 150 115 041

table 6.2 Specification bonds and other fixed-income instruments 

31.12.2013 31.12.2012

amounts in noK million
nominal 

value*

fair value 
incl. accrued 

interest
accrued 
interest

nominal 
value*

fair value 
incl. accrued 

interest
accrued 
interest

government bonds

government bonds issued in local currency  1 134 335  1 180 774  9 896  771 983  853 876  7 338 

total government bonds  1 134 335  1 180 774  9 896  771 983  853 876  7 338 

government related bonds

sovereign bonds  11 294  12 264  253  8 161  9 318  187 

bonds issued by local authorities  53 721  56 214  610  32 557  34 289  433 

bonds issued by supranational bodies  45 842  47 865  526  30 316  33 755  439 

bonds issued by federal agencies  105 664  110 065  1 130  81 857  89 056  1 128 

total government related bonds  216 521  226 408  2 519  152 891  166 418  2 187 

inflation-linked bonds

inflation-linked bonds issued by government 
authorities

 25 933  30 318  154  30 642  41 755  235 

total inflation-linked bonds  25 933  30 318  154  30 642  41 755  235 

corporate bonds

bonds issued by utilities  29 644  31 901  462  18 005  20 970  333 

bonds issued by financial institutions  53 953  53 684  930  60 720  62 312  1 100 

bonds issued by industrial companies  153 987  160 703  1 778  102 216  113 158  1 396 

total corporate bonds  237 584  246 288  3 170  180 941  196 440  2 829 

securitised bonds

covered bonds  182 985  194 334  3 152  175 318  186 670  3 515 

mortgage-backed securities  3  0  0  5 518  3 317  13 

asset-backed securities  61  0  0  2 794  1 158  2 

commercial mortgage-backed securities  2 000  2 141  9  9 424  2 873  13 

total securitised bonds  185 049  196 475  3 161  193 054  194 018  3 543 

total bonds and other fixed-income 
instruments

 1 799 421  1 880 263  18 900  1 329 511  1 452 507  16 132 

Of which bonds lent  75 807  23 820 

* nominal value comprises the principal translated into nOk at the exchange rate on the balance sheet date.
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nOte 7 transferred financial assets

securities lending
Norges Bank has entered into agreements with external 
agents regarding securities lending, giving these 
agents the right to lend securities held by Norges Bank 
to other market participants with borrowing needs. 
Both equities and bonds are lent. the purpose of the 
lending activity is to create additional returns for the 
Government Pension Fund Global from its securities 
holdings. Norges Bank earns a net income based on 
these  securities lending programmes. Net income 
comprises the pure lending fee, from which costs 
related to cash collateral received are deducted, as well 
as interest income and realised returns from reinvest-
ments. the agent’s portion, which is a consideration 
for carrying out the transactions, is also deducted. For 
income details, see note 3 Profit / loss on the  portfolio 
before foreign exchange gains and losses and returns 
per asset class.

table 7.1 shows the total of lent securities and 
 associated liabilities in the form of cash collateral.

rePurchAse Agreements
Norges Bank uses the markets for repurchase agree-
ments in its financing activities. At any time, Norges 
Bank will have lent part of its holdings in bonds through 
repurchase agreements, against receiving cash (repos 
and sell buy backs). this may be in the form of financing 
of asset management (borrowing of cash), or lending of 
securities with the aim of reinvesting received cash at 
higher interest and thus creating additional income/
returns. these securities are presented on separate 
lines in the balance sheet.

table 7.1 shows the total of bonds transferred through 
repurchase agreements and associated liabilities.  
the transferred securities are presented at fair value. 
total exposure on these contracts is showed in table 
8.4 in note 8 Collateral and offsetting.

table 7.1 transferred financial assets

31.12.2013 31.12.2012

carrying 
amount

fair  
value

carrying 
amount

fair  
value

securities lending program

equities 161 150 161 150 115 041 115 041

bonds 7 124 7 124 5 325 5 325

repurchase agreements

bonds 68 682 68 682 18 495 18 495

additional collateral related to repurchase agreements  1  1  -  1 

total transferred assets still recognized in the balance sheet  236 956  236 956  138 861  138 862 

Associated liabilities

cash collateral received in connection with securities lending 47 766 47 766 32 688 32 688

borrowing associated with repurchase agreements 69 147 69 147 19 013 19 013

total associated liabilities  116 913  116 913  51 701  51 701
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nOte 8 cOllateral and Offsetting

collAterAl
Within the Government Pension Fund Global, Norges 
Bank is engaging in different types of transactions 
where there is collateral received or posted. this 
 includes securities lending transactions, derivative 
transactions and repurchase and reverse repurchase 
agreements, see tables 8.1 to 8.3, note 7 transferred 
financial assets and note 9 Financial derivatives. For 
details on monitoring counterparty risk in connection 
with collateral, see note 13 Risk.

Securities lending
When a security is lent, the borrower transfers 
 collateral to the agent in the form of cash or securities. 
the collateral includes a margin and is held on behalf of 
Norges Bank. Agreements with agents have provisions 
reducing the bank’s counterparty risk in cases where 
collateral has been received in the form of cash or 
 government bonds. these provisions ensure that the 
bank will be compensated if the counterparty is unable 
to return the borrowed securities or if the collateral 
posted for the loan is insufficient to cover losses in the 
event of  borrower default. the Government Pension 
Fund Global bears this risk itself in cases where 
 collateral has been received in the form of equities.

Financial derivatives
Norges Bank posts or receives cash collateral in 
 accordance with positions in foreign exchange contracts 
and unlisted (OtC) financial derivatives (interest rate 
swaps, credit default swaps and equity swaps) and 
futures contracts.

Repurchase and reverse repurchase agreements
through repurchase and reverse repurchase agree-
ments the Government Pension Fund Global receives 
or posts collateral in securities in return for cash. 
Norges Bank is part to repurchase agreements where 
the  counterparty has transferred bonds or equities to 
the Bank and where the Bank has transferred cash to 
the counterparty (reverse repo, buy sell backs and 
 triparties). Such contracts are used in connection with 
placing liquidity and also through agency securities 
lending as reinvestments of cash collateral received in 
connection with securities lending. Norges Bank is also 
party in repurchase agreements, see note 7 transferred 
financial assets.

tables 8.1 to 8.3 show an overview of securities recei-
ved and posted as collateral together with received or 
posted cash collateral.

table 8.1 Securities received as collateral

31.12.2013 31.12.2012

amounts in noK million
carrying 
amount

fair  
value

carrying 
amount

fair  
value

equities received as collateral in connection with securities lending  -  97 746  -  76 679 

bonds received as collateral in connection with securities lending  -  30 275  -  17 254 

equities received as collateral in connection with reverse 
repurchase agreements

 -  28 793  -  3 562 

bonds received as collateral in connection with reverse repurchase 
agreements

 -  57 552  -  55 392 

additional collateral related to repurchase and reverse repurchase 
agreements

 -  8  -  - 

total securities received as collateral  -  214 375  -  152 887 

Securities received in connection with securities  
lending program or (reverse) repurchase agreements  
can be sold or pledged. As per 31.12.2013 and 31.12.2012  
no securities are sold or pledged.
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table 8.2 Securities lent or posted as collateral

31.12.2013 31.12.2012

amounts in noK million
carrying 
amount

fair  
value

carrying 
amount

fair  
value

equities lent in connection with securities lending  161 150  161 150  115 041  115 041 

bonds lent in connection with securities lending  7 124  7 124  5 325  5 325 

bonds lent in connection with repurchase agreements  68 682  68 682  18 495  18 495 

bonds posted as collateral for futures contracts (initial margin)  1 926  1 926  1 301  1 301 

additional collateral related to repurchase agreements  1  1  -  1 

total securities lent or posted as collateral  238 883  238 883  140 162  140 163 

table 8.3 Cash posted or received as collateral

31.12.2013 31.12.2012

amounts in noK million received posted received posted 

related to reverse repurchase agreements (liquidity placing) .  89 189 .  61 440 

related to repurchase agreements  69 147 .  19 013 .

related to securities lending program*  47 766 .  32 688 .

related to derivative transactions  298  1 681  313  166 

total cash collateral  117 211  90 870  52 014  61 606 

* reinvested in reverse repurchase agreements nOk 53 399 million, of which unsettled trades made up nOk 5 643 million.

offsetting
table 8.4 shows an overview of financial assets and 
 liabilities, the effects of legally enforceable netting 
agreements and related collateral to reduce credit risk. 
the column Assets/liabilities in the balance sheet 
subject to netting shows the carrying amounts of 
 financial assets and liabilities that are subject to legally 
enforceable netting agreements. these amounts are 
adjusted for effects of potential netting with the  
same counterparty of recognised financial assets and 
liabilities together with posted or received cash collate-
ral that results in a net exposure in column Assets/ 
liabilities after netting and collateral.

For various counterparties and transaction types there 
will be both posted and received cash collateral to and 
from the same counterparty. therefore received cash 
collateral can be netted against posted cash collateral 
and the other way around.

Some netting agreements have been found to have 
 possible issues related to legal enforceability. 
 transactions under such contracts are shown together 
with unsettled trades in column Unsettled trades and 
assets/liabilities not subject to enforceable netting 
agreements. Unsettled trades can be cancelled if the 
counterparty defaults before assets involved in the 
trade are transferred.

No financial assets or liabilities are presented net in  
the balance sheet as criteria for netting in the balance 
sheet are not met, see note 1 Accounting policies. 
 therefore there is no need to adjust for this in the table.

In the event of counterparty default a collective settle-
ment between Norges Bank and the bankruptcy estate 
could be performed for certain groups of instruments 
irrespective of whether the instruments belong to the 
Government Pension Fund Global or Norway’s foreign 
exchange reserves. Such cross nettings will be settled 
between these portfolios and are hence not adjusted 
for in the table.
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table 8.4 Assets and liabilities subject to netting agreements

amounts in noK million, 
31.12.2013

description

amounts subject to enforceable master netting agreements unsettled 
trades and 
assets not 
subject to 
enforcea-

ble netting 
agreements

Gross 
 financial 

assets as 
recognised 

in the 
balance 

sheet

assets 
 in the balance 
sheet subject 

to netting

financial 
liabilities 

related to 
same coun-

terparty

cash  
collateral 
received 

(recognised 
as liability)

securitiy 
collateral 
received  

(not recog-
nised)

Assets  
after 

netting and 
collateral

Assets

derivatives  1 236  818  162  -  256  382  1 618 

lending associated 
with reverse repurchase 
agreements

 72 089  -  44 062  28 014  13  17 100  89 189 

total  73 325  818  44 224  28 014  269  17 482  90 807 

amounts in noK million, 
31.12.2013

description

amounts subject to enforceable master netting agreements unsettled 
trades and 

liabilities 
not subject 
to enforce-

able netting 
agreements

Gross 
financial 

liabilities as 
recognised 

in the 
balance 

sheet

liabilities in 
the balance 

sheet subject 
to netting

financial 
assets 

related to 
same coun-

terparty

cash  
collateral 

posted 
(recognised 

as asset)

security 
collateral 

posted  
(not derec-

ognised)

 Liabilities 
after 

netting and 
collateral

liAbilities

derivatives  2 357  818  1 229  -  310  -  2 357 

borrowing associated with 
repurchase agreements

 53 511 -  14 975  38 531  5  15 636  69 147 

cash collateral received  48 064  162  29 087  18 585  230  -  48 064 

total  103 932  980  45 291  57 116  545  15 636  119 568 

amounts in noK million, 
31.12.2012

description

amounts subject to enforceable master netting agreements unsettled 
trades and 
assets not 
subject to 
enforcea-

ble netting 
agreements

Gross 
financial 

assets as 
recognised 

in the 
balance 

sheet

assets in the 
balance sheet 

subject to 
netting

financial 
liabilities 

related to 
same coun-

terparty

cash  
collateral 
received 

(recognised 
as liability)

securitiy 
collateral 
received  

(not recog-
nised)

Assets  
after 

netting and 
collateral

Assets

derivatives  1 447  863  308  -    276  -    1 447 

lending associated 
with reverse repurchase 
agreements

 50 355  -    20 774  29 557  23  11 085  61 440 

total  51 802  863  21 082  29 557  299  11 085  62 887 

amounts in noK million, 
31.12.2012

description

amounts subject to enforceable master netting agreements unsettled 
trades and 

liabilities 
not subject 
to enforce-

able netting 
agreements

Gross 
financial 

liabilities as 
recognised 

in the 
balance 

sheet

liabilities in 
the balance 

sheet subject 
to netting

financial 
assets 

related to 
same coun-

terparty

cash  
collateral 

posted 
(recognised 

as asset)

security 
collateral 

posted  
(not derec-

ognised)

 Liabilities 
after 

netting and 
collateral

liAbilities

derivatives  2 600  863  -    -    1 737  -    2 600 

borrowing associated with 
repurchase agreements

 14 216  -    5 591  8 624  2  4 797  19 013 

cash collateral received  33 001  308  15 183  17 187  323  -    33 001 

total  49 817  1 171  20 774  25 810  2 062  4 797  54 614 
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nOte 9 financial derivatives 

Financial derivatives are used in asset management to 
adjust the exposure in various portfolios, as a cost 
 efficient alternative to trading in the underlying 
 securities. this may be to adjust the exposure to 
 equities, bond or the fixed-income markets in general, 
or to specific markets or companies. 

table 9.1 is a specification of financial derivatives 
 holdings at market value as at 31 december 2013 and  
31 december 2012, classified as assets or liabilities. 
table 9.2 shows exposure expressed as the notional 

amount of financial derivatives for long and short 
 positions. Notional amounts (the nominal values of the 
underlying) are the basis for the calculation of any cash 
flows and gains/losses for the contracts. the sum of 
the absolute amount of long and short positions is the 
gross exposure, which provides information about the 
extent to which different types of financial derivatives 
are used. the net position is the difference resulting 
from subtracting short positions from long positions. 
this is an indication of the total risk exposure from 
each type of financial derivative.

table 9.1 Specification financial derivatives 

fair value

31.12.2013 31.12.2012

amounts in noK million asset liability net asset liability net

Foreign exchange contracts  460  273  187  88  145  -57 

listed futures contracts  147  1 033  -886  221  91  130 

interest rate swaps  574  699  -125  703  2 120  -1 417 

credit default swaps  -  -  -  -  -  - 

equity swaps  55  352  -297  435  244  191 

total swap contracts  629  1 051  -422  1 138  2 364  -1 226 

Options  382  -  382  -  -  - 

total financial derivatives  1 618  2 357  -739  1 447  2 600  -1 153 

table 9.2 Financial derivatives – exposure

amounts in noK million

exposure

31.12.2013 average 2013 31.12.2012 average 2012

long short long short long short long short

Foreign exchange 
contracts

 46 504  -    53 068  -    49 729  -    81 006  -   

listed futures contracts*  8 964  26 214  5 352  15 566  4 067  20 190  3 605  19 050 

interest rate swaps  2 226  16 430  3 307  13 698  4 293  13 271  5 333  15 849 

credit default swaps  -    -    -    -    -    -    728  5 

equity swaps*  131  1 265  1 664  1 008  4 660  822  2 759  1 161 

total swap contracts  2 357  17 695  4 971  14 706  8 953  14 093  8 820  17 015 

Options  382 -  263 -  -    -    -    -   

total financial derivatives  58 207  43 909  63 654  30 272  62 749  34 283  93 431  36 065 

*  amounts for 2012 have been restated due to change in calculation method.
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exchAnge-listed futures contrActs
Futures contracts are listed contracts to exchange a 
specified asset (security, index, interest rate or other) 
at an agreed price, with future delivery, normally 
settled in cash, and with initial and daily margin settle-
ment of gains and losses. Exposure is the notional 
amount of the contracts, and reflects whether Norges 
Bank receives (long positions) or pays (short positions) 
payments in the event of the underlying increasing in 
value.

oVer-the-counter (otc) finAnciAl 
deriVAtiVes 
Foreign exchange contracts
this item consists of foreign currency exchange 
 contracts (forwards) with normal settlement for future 
delivery. Contract exposure is the sum of the notional 
amount of the contracts at any given point in time. 
With a foreign exchange contract both a long and a 
short position are held, as one buys one currency and 
sells another. All positions are shown as long positions.

Interest rate swaps 
Interest rate swaps are agreements between two 
parties to exchange interest payment streams based 
on different interest rate calculation methods; typically 
one party pays a floating rate of interest and the other 
pays a fixed rate.

Exposure is the notional amount of the contract and  
the direction (long/short) indicates whether Norges 
Bank is receiving (long) or is paying (short) a fixed rate 
of interest.

Credit default swaps 
In a credit default swap, the seller of protection 
 receives a periodic premium or lump sum from the 
 purchaser of protection as compensation for assuming 
the credit risk. the purchaser receives payment from 
the seller only if the credit protection of the underlying 
credit is triggered (a credit event). A credit event might, 
for example, be a default on the underlying credit or 
bond loan. the protection normally expires after the 
first credit event.

the underlying credit for credit default swaps are 
 corporate bonds, securities issued by sovereigns and 
corporate bond indices.

Exposure direction (long/short) indicates whether 
Norges Bank has purchased or sold protection for all  
or part of the credit risk associated with the various 
types of underlying assets.

Equity swaps 
Equity swaps are agreements between two counter-
parties to exchange cash flows based on changes in  
the underlying security (the equity leg) and normally a 
floating interest rate. In addition to the periodic cash 
flow, the buyer will receive payments in connection 
with dividends and corporate events. A variant of 
equity swaps are Contracts for difference (CFd), where 
the buyer and the seller on an on-going basis will settle 
between them the difference between the present 
value of the underlying equity or index, and the value  
at the transaction date. If the difference is positive the 
seller will pay to the buyer, while if the difference is 
negative the buyer will pay to the seller.

Exposure corresponds to the notional amount of the 
contracts, and reflects whether Norges Bank shall 
receive (long) or pay (short) the return from the 
 underlying equity, or for CFds whether Norges Bank  
is receiving (long) or is paying cash as the value of the 
equity or index increases compared with the value at 
the transaction date.   

Options
the buyer of an option pays for the right to buy or sell 
an asset at an agreed price at or within a certain time  
in the future, while the seller has the obligation to buy 
or sell the asset at the agreed price and time. Options 
include swaptions which are agreements which grant 
the buyer the right to enter into a swap. 

Exposure is the fair value of the contracts. Options 
written by Norges Bank are reported as sold. Options 
where Norges Bank has paid a premium are reported  
as purchased contracts.
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nOte 10 real estate

the real estate asset class in the investment portfolio 
of the Government Pension Fund Global comprises 
unlisted investments classified as financial assets, 
jointly controlled entities and associates and 
 investment properties.

tables 10.1 and 10.2 show the profit/loss on the 
 portfolio and assets and liabilities for the asset class.

table 10.1 Income statement – real estate asset class

amounts in noK million 2013 2012

Profit/loss on the portfolio excluding foreign exchange gains and losses, 
real estate asset class

interest income from bank deposits 0 0

net income/expenses and gains/losses from:

   - financial derivatives -23 0

   - financial assets real estate 915 514

   - investment properties 707 67

   - Jointly controlled entities and associates real estate 1 846 -250

Other interest income and interest expense 0 25

tax expense  -197  -5 

Other expenses -75 -56

Profit/loss on the portfolio before foreign exchange gains and losses,  
real estate asset class

3 173 296

table 10.2 Assets and liabilities – real estate asset class

amounts in noK million 31.12.2013 31.12.2012

Assets

financial assets

deposits in banks 737 253

financial derivatives 190 0

financial assets real estate 7 426 4 841

Jointly controlled entities and associates real estate 32 261 7 431

Other financial assets 413 2 911

total financial assets 41 027 15 437

non-financial assets

investment properties 11 267 9 777

Other non-financial assets 8 5

total non-financial assets 11 275 9 782

tOtAl ASSEtS 52 302 25 219

financial liabilities, excl. management fee payable

Other financial liabilities 508 96

total financial liabilities, excl. management fee payable 508 96

Net assets before management fee payable, real estate asset class 51 794 25 123

table 10.3 shows a specification of the main income 
statement lines for this asset class, specified by net 

rental income, fair value changes and other income and 
expenses at company level.
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table 10.3 Specification Net income/expenses and gains/losses from Financial assets real estate, Investment 
properties and Jointly controlled entities and associates real estate 

2013

amounts in noK million

financial 
assets real 

estate
investment 
properties* 

Jointly controlled  
entities and associates 

real estate** total

gross rental income 162 507 1 646 2 315 

direct property expenses 0 -5 -95 -100 

Net rental income 162 502 1 551 2 215 

expensed transaction costs financial 
assets real estate***

-63 . . -63 

Net income/expenses 99 502 1 551 2 152 

fair value changes – properties****/
financial asset real estate

816 205 380 1 401 

fair value changes – financial liabilities . . 336 336 

Other income/expenses in jointly controlled 
entities and associates real estate

. . -421 -421 

Net income/expenses – gains/losses 915 707 1 846 3 468 

2012

amounts in noK million

financial 
assets real 

estate
investment 
properties* 

Jointly controlled  
entities and associates 

real estate** total

gross rental income 177 270 255 703 

direct property expenses 0 -27 -19 -46 

Net rental income 177 244 236 657 

expensed transaction costs financial 
assets real estate***

-7 . . -7 

Net income/expenses 170 244 236 650 

fair value changes – properties****/
financial asset real estate

344 -177 -90 77 

fair value changes – financial liabilities . . -327 -327 

Other income/expenses in jointly controlled 
entities and associates real estate

. . -69 -69 

Net income/expenses – gains/losses 514 67 -250 331 

* income, expenses, gains and losses from directly held investment properties.
** share of income, expenses, gains and losses in jointly controlled entities and associates real estate.  
*** these transaction costs are expensed on recognition and classified as expenses, as the asset is designated as at fair value through 

profit or loss.
**** for investment properties and jointly controlled entities and associates real estate transaction costs are presented as fair value 

changes.

the values used for properties and the financial  
asset at the end of 2013 resulted in recognition of a 
positive value change of NOk 1 401 million for 2013. 
this included expensed transaction costs of NOk  
138 million. Recognised fair value changes for newly 
acquired properties equals transaction costs related  
to each property. In addition, a gain of NOk 336 million 
was recognised related to the fair value measurement 
of liabilities in jointly controlled entities and associates. 

For additional information on fair value measurement, 
see note 2 Significant estimates and critical accounting 
judgements and note 12 Fair value measurement.

table 10.4 shows a specification on company level of 
the changes in the carrying amounts for the main 
balance sheet items within the real estate asset class; 
Financial assets real estate, Investment properties and 
Jointly controlled entities and associates real estate.
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table 10.4 Changes in carrying amounts for the main balance sheet items within the real estate asset class 

2013

amounts in noK million

financial 
assets real 

estate

Jointly controlled 
 entities and associates 

real estate
investment 
properties total

Carrying amounts for the main balance 
sheet items within the real estate asset 
class as at 01.01.2013

4 841 7 431 9 777 22 049 

additions and improvements 1 189  21 547 21 22 757 

fair value changes – properties/financial 
asset real estate

816 380 205 1 401 

fair value changes – financial liability . 336 . 336 

fair value changes – other* . 197 . 197

foreign currency translation effect 580 2 370 1 264 4 214 

Carrying amounts for the main balance 
sheet items within the real estate asset 
class as at 31.12.2013

7 426 32 261 11 267 50 954

2012

amounts in noK million

financial 
assets real 

estate

Jointly controlled 
 entities and associates 

real estate
investment 
properties total

Carrying amounts for the main balance 
sheet items within the real estate asset 
class as at 01.01.2012

4 415 2 546 4 062 11 023 

additions and improvements 199  5 404 6 102 11 705 

fair value changes – properties/financial 
asset real estate

344 -90 -177 77 

fair value changes – financial liability . -327 . -327 

fair value changes – other* . 46 . 46

foreign currency translation effect -117 -149 -210 -476 

Carrying amounts for the main balance 
sheet items within the real estate asset 
class as at 31.12.2012

4 841 7 431 9 777 22 049 

*  fair value changes – other comprises net changes in contributed and withheld capital in the company structures.

the table shows that investments (additions) and 
improvements amounting to NOk 22 757 million were 
made in 2013, compared to NOk 11 705 million in 2012. 
Of this total, new investments amounted to NOk  
22 460 million and comprises Financial assets real 
estate of NOk 969 million and Jointly controlled entities 
and associates of NOk 21 491 million. the investments 
were made in United kingdom, Germany, France and 
United States, and a European portfolio of logistics 
 properties. In addition, fair value changes of properties 
and liabilities of NOk 1 737 million formed a significant 
part of the increased recognised balance sheet values.

In addition to new investments that were recognised  
in the balance sheet by year end, agreements were 
signed during the fourth quarter of 2013 to acquire an 
office building and a number of logistics properties in 
the United States. An agreement was signed in the first 
quarter 2014 to acquire another office building in the 
United States. the transactions were completed and 
recognised in the first quarter 2014. 

An overview of subsidiaries, jointly controlled entities 
and associates is given in note 14.
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nOte 11 Other financial assets / Other financial liabilities

the tables 11.1 and 11.2 specifies Other financial assets 
and Other financial liabilities respectively

table 11.1 Other financial assets

amounts in noK million 31.12.2013 31.12.2012

withholding tax  2 100  355 

deferred tax receivable*  18  - 

accrued income from external agency securities lending  128  132 

Other receivables, subsidiaries real estate  395  2 911 

Other receivables  1 276  1 013 

total Other financial assets  3 917  4 411 

table 11.2 Other financial debt

amounts in noK million 31.12.2013 31.12.2012

Other liabilities abroad  378  128 

Other liabilities, subsidiaries real estate  20  95 

liabilities to other portfolios under common management**  108  2 039 

deferred tax payable*  343  103 

total Other financial liabilities  849  2 365 

*  the items deferred tax receivable and deferred tax payable appear for the first time in the annual financial statements for 2013. 
amounts for 2012 have been restated.

**  liabilities to other portfolios under common management comprise the net value of deposits and repurchase and reverse repurchase 
agreements vis-a-vis other portfolios managed by norges bank. these related party transactions were carried out at arm’s length.
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nOte 12 fair value measurement

control enVironment 
the control environment for fair value measurement  
of financial instruments and investment property is 
organised around a formalised and documented 
 accounting and valuation policy and guidelines which 
are supported by work and control procedures.  
the policy document lays down valuation policies and 
outlines treatment procedures by the Norges Bank 
Investment Management’s valuation committee. 

the valuation environment has been adapted in 
 accordance with market standards and established 
practices for valuation. this is implemented in practice 
through daily valuation of all holdings, except for real 
estate investments, where valuations are performed  
on a quarterly basis. these processes are scalable with 
regard to market changes and are based on internal 
and external data solutions.

In general, all holdings and investments are valued  
by external, independent valuation providers. they  
have been chosen on the basis of thorough analyses 
performed by the Norges Bank units responsible for  
the valuation. Valuation providers are followed up on  
an ongoing basis through regular discussions, controls 
and price challenges for individual securities. For a 
large portion of holdings, prices from independent 
price  providers are based on quoted market prices. For 
 holdings that are insufficiently liquid for valuation to  
be based on quoted prices, widely accepted models 
are used. Observable inputs are used to the degree 
possible, but in some cases, owing to illiquid markets, 
unobservable inputs are used. 

the valuation process is subject on a daily basis to 
numerous controls by Norges Bank’s valuation depart-
ments as well as by the external fund accountant. 
 Controls are based on defined thresholds and sensi-
tivities, which are monitored and adjusted in accord-
ance with prevailing market conditions. At each month-
end for financial instruments and at the end of each 
quarter for real estate investments, more extensive 
controls are performed to ensure valuation in accor-
dance with fair value. As part of this review, particular 
attention is paid to illiquid financial instruments and  
real estate investments, i.e. investments deemed to 
pose valuation challenges. Illiquid instruments are 
 identified using sector and currency classifications, 
price differences between different external price 
 providers, degree of coverage of the instrument by 
external price vendors, credit rating indicators, bid/ask 
spreads, and activity in the market. 

A valuation memo and report are prepared at each 
quarter end documenting the results of the controls 

performed and the most important sources of 
 uncertainties in the valuations.

the valuation committee, which comprises the Norges 
Bank Investment Management’s leader group, meets 
every quarter prior to the publication of the financial 
reporting. the committee reviews the documentation, 
discusses major pricing issues and approves the 
 valuation.

VAluAtion techniques 
Equities and units, bonds and other fixed income 
 instruments, and other financial assets and liabilities 
measured at fair value
Norges Bank has defined hierarchies for which price 
sources that will be used for valuation. Holdings that 
are included in the benchmark index are normally 
priced in accordance with the index providers’ prices, 
while the remaining holdings of equities and bonds are 
priced almost exclusively through the use of other 
reputable external price providers’ prices. In Norges 
Bank,  analyses are done as part of the extended 
 controls at month-end in which prices according to the 
hierarchy are compared with alternative price sources. 
Adjustments are made when alternative prices are 
 considered to be more representative of fair value.

In the price hierarchy, equities are valued almost 
 exclusively (99.9 percent) on the basis of official  
closing prices from stock exchanges or last traded 
exchange prices. these are thus quoted market prices. 
the remaining holdings are valued through the use of 
models and observable market inputs. the majority  
(73 percent) of the holdings in bonds are also valued 
using observable quoted prices from active markets 
and only 0.08 percent of the bond portfolio now 
comprises instruments that are priced through models 
or based on not directly verifiable prices. 

Portions of the bond portfolio and most interest rate 
derivatives are valued by price providers using models 
because the instruments are not traded in active 
markets. Observable inputs are used in the models 
as much as possible. the models are generally a 
 combination of market standard and proprietary 
models but based on standard valuation principles. 
Model types vary according to the asset class or sub-
class. For bonds these will include credit spreads based 
on quoted prices for comparable instruments, non- 
adjusted and option-adjusted discounted cash flow 
models for bonds containing embedded options, and 
models with  discount margins for floating-rate bonds. 
In the OtC derivative market, option pricing models as 
well as implicit yield curves and credit spreads are 
mainly used. For other financial assets and liabilities 
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measured at fair value the valuation is based on obser-
vable market inputs.

Inputs used in the different valuation models, 
 observable as well as unobservable, include the 
 following elements:

• Bond prices – prices based on price quotes and 
 relevant market activity.

• Credit spreads – obtained from the credit derivative 
market as well as trades of more liquid bonds.

• yield curves – often the foundation of the valuation 
model obtained from various fixed-income markets.

• Foreign exchange rates – obtained from exchanges 
and trading markets for use in the valuation of spot, 
forward and futures contracts. 

• Equity prices – obtained from exchanges or standard 
data sources. 

• Prepayment rates – early repayment of principal. 
 Estimates based on both historical and expected 
levels can have a material effect on the valuation  
of individual types of bonds, obtained from various 
market sources.

• default and recovery estimates – assumptions 
 regarding expected default and loss given default are 
important inputs in the models that price structured 
instruments. data sources are the same as for 
 prepayment rates.

• Structuring and cash flow details per tranche – 
 analysis of structured bonds produces estimated 
cash flows which are an essential input for such 
instruments. data sources are the same as for 
 prepayment rates.

• Volatility – the extent to which the price of a security 
fluctuates is a key input in the valuation of options. 
data sources are the same as for prepayment rates.

• Correlation – the extent to which changes in one 
 variable are interdependent with changes in another 
variable. data sources are the same as for pre-
payment rates. 

• Counterparty risk – prices are based on an assumption 
of risk-free counterparties. this is a reasonable 
assumption, owing to the existence of netting 
 agreements and the use of collateral. 

Real estate investments
Investments in the real estate asset class comprise 
financial assets real estate, investment property, 
 associates and jointly controlled entities, see note 10 
Real estate for further information. All investments are 
measured at fair value. At each reporting date, real 
estate investments’ carrying amounts are adjusted  
to reflect their fair values as estimated by external 
 independent valuation specialists using the discounted 
cash flow method or the income method, unless it is 
deemed that a recent transaction price is a better 
 estimate of fair value. For valuation of any liabilities or 
financial derivatives in the real estate asset class, 
 reference is made to the section above.

Real estate valuations are by their nature predisposed 
to significant forward looking judgements. these 
include key assumptions and estimates in respect of  
the individual property type, location, expected future 
cash flows (such as tenants’ contracts, future revenue 
streams, and the condition of the property) as well as 
discount rates. Such estimates generally reflect recent 
comparable market transactions of properties having 
similar location, characteristics and quality. In addition, 
and where relevant, development risks (such as future 
construction costs and letting risks) are considered 
when determining the fair value of properties under 
development. Standard assumptions are used that are 
in accordance with international valuation standards.  
As a result, the valuations reflect best local market 
 estimates at the valuation date and are sensitive to 
 fluctuations to key assumptions. Events of assumptions 
not being achieved may have a material effect on the 
value of the real estate portfolio. 

the discounted cash flow method involves the projection 
of a series of periodic cash flows to either an operating 
or a development property. to this projected cash flow 
series, an appropriate risk adjusted market discount 
rate is applied to establish an indication of the present 
value of the income stream associated with the 
 property. the calculated periodic cash flow is typically 
estimated as gross rental income, less vacancy, 
 collection losses, direct and indirect operating 
 expenses and other obligations, to arrive at the net 
operating income. A series of periodic net operating 
incomes, along with an estimate of the terminal value 
are  discounted to present value. the terminal value is 
the capitalised estimate of the net cash flow at 
 disposition that is anticipated at the end of the 
 projection period. the aggregate of these net present 
values equals the market value of the  property or the 
financial asset.
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the income method converts anticipated future cash 
flow benefits in the form of rental income into present 
value. this approach requires careful estimation of 
future benefits and the application of a market yield  
or return requirements. Properties valued using this 
method capitalise rental income using a market yield 
from the purchase moment, and the method may 
include market adjustments of rental income for 
 vacancies, lease incentives, and refurbishments. 

VAluAtion uncertAinty
All balance sheet items measured at fair value are 
 allocated to categories reflecting assessed valuation 
uncertainty. level 1 comprises investments that are 
valued on the basis of quoted prices in active markets 
and are considered to have very limited valuation risk. 

Investments allocated to level 2 are valued using 
models with observable inputs. these holdings have 
some valuation uncertainty. Holdings allocated to 
level 3 are valued using models with considerable  
use of unobservable inputs. this implies substantial 
uncertainty regarding the establishment of fair value. 
these investments, too, are valued by external 
 professional valuers who are regarded as giving the 
best estimate of fair value and where the total 
 valuation from different pricing providers varies only  
to a limited extent. 

table 12.1 allocates investments in categories for 
 assessed valuation uncertainty and includes all balance 
sheet items except Other non-financial assets and 
Management fee payable.

table 12.1 Specification of investments by level of valuation uncertainty

level 1 level 2 level 3 total

amounts in noK million 31.12.2013 31.12.2012 31.12.2013 31.12.2012 31.12.2013 31.12.2012 31.12.2013 31.12.2012

Equities and units 3 130 980 2 325 185 734 1 184 1 753 1 623 3 133 467 2 327 992

government bonds 1 021 481 759 914 159 293 93 962  - - 1 180 774 853 876

government-related bonds 173 767 122 187 52 134 43 652 507 579 226 408 166 418

inflation-linked bonds 26 676 40 050 3 642 1 705  - - 30 318 41 755

corporate bonds 2 062 5 239 243 194 190 764 1 032 437 246 288 196 440

securitised bonds 153 273 113 739 43 170 76 293 32 3 986 196 475 194 018

total bonds 1 377 259 1 041 129 501 433 406 376 1 571 5 002 1 880 263 1 452 507

financial derivatives (assets) 339 221 1 279 1 226  - - 1 618 1 447

financial derivatives 
(liabilities)

-1 033 -91 -1 324 -2 509  - - -2 357 -2 600

total financial derivatives -694 130 -45 -1 283  - - -739 -1 153

financial assets real estate . . . . 7 426 4 841 7 426 4 841

associates and jointly 
controlled entities real estate

. . . . 32 261 7 431 32 261 7 431

investment properties . . . . 11 267 9 777 11 267 9 777

total real estate . . . . 50 954 22 049 50 954 22 049

deposits in banks . . 5 294 . . . 5 294 .

lending associated 
with reverse repurchase 
agreements

. . 89 189 . . . 89 189 .

Other financial assets . . 3 917 . . . 3 917 .

unsettled trades (asset) . . 1 125 . . . 1 125 .

unsettled trades (liability) . . -7 654 . . . -7 654 .

short-term borrowing . . -29 . . . -29 .

borrowing associated with 
repurchase agreements

. . -69 147 . . . -69 147 .

cash collateral received . . -48 064 . . . -48 064 .

Other financial liabilities . . -849 . . . -849 .

total other -26 218 -26 218

total 4 507 545 3 366 444 475 904 406 277 54 278 28 674 5 037 727 3 801 395
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Almost all equity holdings are classified as level 1. 
 Equities classified as level 2 mainly comprise relatively 
illiquid holdings, which are priced on the basis of either 
similar more liquid shares issued by the same company, 
or on price indications from counterparties. Equities 
classified as level 3 comprise a small number of 
 holdings for which the valuation is particularly 
 uncertain due to a lack of market activity, suspension 
of companies and unlisted equities of companies 
whose board of directors have stated an intention to 
make an initial public offering of shares. 

Valuation of bonds is more uncertain and complex than 
valuation of equities. Norges Bank carries out analyses 
for each reporting date to identify the extent to which 
there have been transactions and price transparency 
with related market liquidity for different types of 
bonds as well as for a number of individual securities. 
Most government bonds and inflation-linked bonds 
have been allocated to level 1, and valuation is thus 
 primarily based on quoted market prices. Some 
 emerging market government bonds and bonds  
issued by a small number of European sovereigns  
with  unresolved debt issues are allocated to level 2. 
 Extensive analyses of pricing and liquidity have been 
done for this segment. Government-related bonds  
are allocated to levels 1, 2 and a few to level 3 on the 
basis of variation in the degree of trading and price 
transparency in the markets. Most corporate bonds 
belong to level 2, as they usually are not as liquid as 
treasuries. Some corporate bonds however are classi-
fied as level 1 or level 3. Corporate bonds in level 1 

have a short maturity (less than two years) and meet 
requirements for liquidity, while corporate bonds in 
level 3 are illiquid issues for which prices are difficult  
to verify. Covered bonds are primarily categorised in 
level 1 at this year-end, owing to a high degree of 
 liquidity and price transparency in the markets. Other 
securitised bonds are allocated to levels 2 and 3 on the 
basis of varied and in part limited price transparency  
as well as that some of these are priced using models. 
At year-end 2013 90 percent of equity and bond invest-
ments of the Government Pension Fund Global are 
traded in active markets and are thus associated with 
low valuation risk.

All real estate investments have been allocated to  
level 3, as key assumptions, estimates and judgements 
factor prominently in property valuation models. 
 External valuations have been obtained for all proper-
ties and the financial asset as at 31 december 2013.  
All real estate investments are measured at the fair 
value estimated by the external valuers, with the 
exception of newly acquired properties where the 
 purchase price excluding transaction cost is considered 
to be the best estimate of fair value. Received valuati-
ons for the newly acquired properties differ slightly 
from the purchase price, however factors indicating 
that the value of the properties has changed materially 
since the transaction date have not been observed.  
It is therefore the assessment of management that the 
consideration paid in the recent transactions is the best 
estimate of fair value as at 31 december 2013. 
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chAnges in leVel 3 holdings
table 12.2 shows a reconciliation of changes  
in carrying amounts for all level 3 holdings.

 
table 12.2 Specification of changes in level 3 holdings

amounts in noK million
01.01. 

2013

net 
gains/
losses

pur-
chases sales

settle-
ments

trans-
ferred 

from  
level 1 

or 2 

trans-
ferred to 

level 1 
or 2

foreign 
 exchange 
gains and 

losses 
31.12. 
2013

Equities and bonds 6 625 -656 337 -4 641 -253 1 217 -491 1 186 3 324

total real estate 22 049 1 934 22 757  -   . . . 4 214 50 954

    financial assets real 
estate*

4 841 816 1 189  -   . . . 580 7 426

    associates and jointly 
controlled entities real 
estate*

7 431 913 21 547  -   . . . 2 370 32 261

   investment properties* 9 777 205 21  -   . . . 1 264 11 267

total 28 674 1 278 23 094 -4 641 -253 1 217 -491 5 400 54 278

amounts in noK million
01.01. 

2012

net 
gains/
losses

purchas-
es sales

settle-
ments

trans-
ferred 

from  
level 1 

or 2 

trans-
ferred to 

level 1 
or 2

foreign 
 exchange 
gains and 

losses 
31.12. 
2012

Equities and bonds 12 448 1 530 3 498 -7 200 -1 996 378 -940 -1 093 6 625

total real estate 11 023 -205 11 705 - . . . -475 22 049

    financial assets real 
estate*

4 415 344 199 - . . . -117 4 841

    associates and jointly 
controlled entities real 
estate*

2 546 -371 5 404 - . . . -149 7 431

   investment properties* 4 062 -177 6 102 - . . . -210 9 777

total 23 471 1 325 15 203 -7 200 -1 996 378 -940 -1 568 28 674

* net gains/losses from Financial assets real estate, Investment properties and Jointly controlled entities and associates are fair value 
changes recognised during the reporting period. for Financial assets real estate, purchases do not include transaction costs, because 
this investment has been classified under the fair value option, and net gains/losses does not include expensed transaction costs.

Holdings allocated to level 3 in the fair value hierarchy 
increased by NOk 25 604 million to NOk 54 278 million 
during 2013. the decrease in level 3 bonds of NOk 3 
431 million is primarily due to disposals of level 3 
 holdings of securitised bonds. the net increase in the 
value of level 3 holdings of equities is primarily due to 
transfers of equities from level 1 and level 2 to level 3 

because companies have been suspended, delisted or 
not traded for other reasons. this has been somewhat 
offset by a decline in the price of other equities in this 
category. Overall there has been a significant increase 
in level 3 holdings due to real estate investments 
 amounting to NOk 22 757 million.
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sensitiVity for leVel 3 holdings

table 12.3 Additional specification level 3 and sensitivities 

amounts in noK million

specifi cation 
of level 3 
holdings  

31.12.2013

sensitivities 31.12.2013 specifi cation 
of level 3 
holdings  

31.12.2012

sensitivities 31.12.2012

unfavourable 
changes

favourable 
changes

unfavourable 
changes

favourable 
changes

Equities and units 1 753 -560 175 1 623 -486 178

government related bonds 507 -44 29 579 -61 36

corporate bonds 1 032 -107 118 437 -57 39

securitised bonds 32 -5 3 3 986 -619 391

total bonds 1 571 -156 150 5 002 -737 466

financial assets real estate 7 426 -412 451 4 841 -257 261

associates and jointly 
controlled entities real estate

32 261 -1 792 1 959 7 431 -459 582

investment properties 11 267 -626 684 9 777 -363 888

total real estate 50 954 -2 830 3 093 22 049 -1 079 1 731

total 54 278 -3 546 3 418 28 674 -2 302 2 375

Norges Bank’s analyses indicate that level 3 valuation 
risk in the portfolio increased during 2013. the total 
exposure regarded as being particularly uncertain in 
relation to valuation (level 3) increased by NOk 25 604 
million in 2013, to a year-end exposure of NOk 54 278 
million. this is primarily due to the increase in the size  
of the real estate portfolio during 2013. downwards 
valuation risk has increased with NOk 1 330 million to 
NOk 3 632 million at year-end 2013 due to significant 
new real estate investments. the overall calculated 
sensitivity to favourable changes was slightly higher at 
year-end 2013 compared to year-end 2012, NOk 3 481 
million compared to NOk 2 375 million respectively. 
total valuation risk for level 3 holdings is expected to 
be less than this as the valuation of all holdings will not 
move in the same direction on the basis of a change of 
a single unobservable input parameter. For example, 
while faster mortgage prepayments will have a positive 
impact on the valuation of some of the bonds held, 
they will have a negative impact on other bond values, 
so that the impacts on the total valuation will partly 
offset one another.

the valuation risk for equities has increased during 
2013, and the table above shows a NOk 560 million 
lower value in the event of unfavourable changes, and a 
NOk 175 million higher value in the event of favourable 
changes. this is due to an increase in equity holdings 
classified as level 3.  the reason for the increase is that 

trading in some equity holdings was suspended during 
2013, which resulted in an increase in the uncertainty 
regarding the valuation of these holdings. Equities make 
up 3.2 percent of level 3 in the fair value hierarchy.

the technique used to calculate the sensitivity of bond 
values is based on the availability of independent price 
sources and begins with the highest and lowest availa-
ble price for a specific bond. Where a higher or lower 
price was not available, a standard sensitivity para-
meter was used. the level of the resulting valuation 
change is based on the sector the bond is belonging to, 
and the availability, reliability and variation of prices. 

disposal of securitised bonds resulted in a decrease of 
NOk 614 million in the event of unfavourable changes.

Property values are particularly sensitive to changes in 
the rate of return (discount rate) and assumptions 
impacting future revenues. In an unfavourable scenario, 
changing the discount rate by +0.2 percentage points, 
and future market rents by -2 percent will result in a 
decrease of the real estate portfolio’s value with 
 approximately 5.6 percent or NOk 2 830 million. In a 
favourable scenario, a similar change in the discount 
rate of -0.2 percentage points and an increase in future 
market rents of 2 percent will increase the real estate 
portfolio’s value with 6.1 percent or NOk 3 093 million.
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nOte 13 risk

goVernment Pension fund globAl 
inVestment mAndAte
See note 1 for a description of the framework for 
 management of the Government Pension Fund Global. 
Within the regulations of the mandate for management 
given by the Ministry of Finance, Norges Bank shall 
manage the krone deposit in its own name by investing 
the funds in a portfolio of equities, fixed-income securi-
ties and real estate, defined as the investment portfolio.

the Bank shall seek to obtain the highest possible 
return after expenses measured in the currency basket 
of the benchmark. the Ministry’s strategic benchmark 
index is divided into asset classes. the fixed income 
benchmark specifies a defined allocation between 
 government bonds and corporate bonds, and a sub 
benchmark for each. Bonds in the government bond 
benchmark are weighted based on the GdP of the 
 relevant countries concerned, while the bonds in the 
benchmark for corporate bonds are weighted accor-
ding to market capitalisation. the currency distribution 
follows from these weighting principles. the bench-
mark for equities is constructed on the basis of market 
capitalisation for shares in the countries included in the 
benchmark, where selected companies are excluded 
from the investment universe. the investment port-
folio may not invest in securities issued by Norwegian 
entities or issued in Norwegian kroner. these securities 
are also excluded from the benchmark. Positions in 
financial derivatives are included in the relevant asset 
classes, but are shown separately in the income state-
ment and balance sheet for the Government Pension 
Fund Global.

norges bAnK’s goVernAnce structure
the Executive Board of Norges Bank has delegated the 
responsibility for the management of the Government 
Pension Fund Global to the Chief Executive Officer 
(CEO) of Norges Bank Investment Management.

the CEO of Norges Bank Investment Management is 
authorised by a job description and an investment 
mandate. the Executive Board has issued principles  
for risk management principles for ownership manage-
ment, principles for organisation and management, 
and principles for compensation to Norges Bank Invest-
ment Management employees. Norges Bank Invest-
ment Management must adhere to internationally 
recognised standards in the areas of valuation, perfor-
mance measurement and management, measurement 
and control of risk. Reporting to the Executive Board is 
done monthly, and more extensively quarterly. the 
Governor of Norges Bank and the Executive Board 
should be notified without delay in the event of 
 particular events or significant matters.

norges bAnK inVestment mAnAgement 
goVernAnce structure
Within Norges Bank Investment Management, invest-
ment responsibilities are further delegated through 
investment mandates. Responsibility for processes  
and personnel is delegated through job descriptions, 
while process requirements are detailed in policies and 
guidelines. the composition of the leader group and 
the delegation of authority shall ensure segregation of 
duties between investment management, treasury and 
trading, operations, risk management and compliance.

the investment risk committee complements the dele-
gation of responsibility by advising on investment risk 
management, and the investment universe committee 
advises on the portfolio’s investment universe.

Internal risk reporting requirements are issued by the 
CEO of Norges Bank Investment Management through 
job descriptions to personnel in the risk area. the CEO 
receives daily, weekly and monthly reporting. the CEO 
should be notified without delay of particular events or 
serious breaches of the investment mandate.

norges bAnK inVestment mAnAgement’s 
frAmeworK for inVestment risK
In the investment mandate for the Government 
Pension Fund Global given to Norges Bank, there are  
a number of limits and restrictions for the combined 
equity and bond asset class, as well as for the indivi-
dual asset classes. Real estate investments are covered 
in the investment mandate by separate regulations. 
these regulations provide Norges Bank with a fra-
mework for establishing an asset class with diversified 
exposure to global real estate markets.

Segregation of roles and responsibilities is a corner-
stone of process design at Norges Bank Investment 
Management. Changes or additions to existing invest-
ment mandates, the portfolio hierarchy or new counter-
parties are monitored and require approval by the Chief 
Risk Officer (CRO), or a person authorised by the CRO.

the Executive Board’s principles for risk management 
are detailed further through policies and guidelines. 
Responsibility for an effective organisation and process 
related to risk management is delegated to the CRO to 
ensure a robust risk management process within 
Norges Bank Investment Management.

Risk management is defined as management of market 
risk, credit risk, counterparty risk, operational risk and 
risk related to environmental, social and governance 
factors. the first three items listed are defined as 
investment risk. In Norges Bank Investment Management 
the investment area has responsibility for managing 
the portfolio and individual mandate risk, while the risk 
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management area independently measures, manages 
and reports investment risk across the portfolio, asset 
classes and other levels within the portfolio that reflect 
the investment process.

Investment risk – market risk
Norges Bank Investment Management defines market 
risk as the risk of a loss or a change in the market value 
of the portfolio or in parts of the portfolio as a result of 
changes in financial market variables. Market risk for the 
equities and fixed income portfolios is measured along 
the following dimensions: absolute and relative exposure 
as compared to the benchmark, volatility and correlation 
risk, systematic factor risk and liquidity risk. Market risk 
is actively taken to generate investment returns in line 
with the objectives of the investment mandates.

Investment risk – credit risk
Norges Bank Investment Management defines credit 
risk as the risk of loss due to an issuer being unable to 
meet its payment obligations. Norges Bank Investment 
Management measures both credit risk as single issuer 
credit risk where the probability of default and loss 
given default are taken into account, and portfolio 
credit risk where credit risk takes into account the 
 correlation in credit losses between the instruments 
and the issuers. Credit risk is actively taken to generate 
investment returns in line with the investment 
 mandates’ objectives.

Investment risk – counterparty risk
Norges Bank Investment Management defines counter-
party risk as the risk of loss related to the possible 

 bankruptcy of a counterparty or other similar event 
leading to counterparty defaulting. Counterparty risk 
can be divided into credit risk associated with the 
 bankruptcy of a counterparty, settlement risk and 
 custodian risk. Counterparty risk is controlled and 
 mitigated to the greatest extent possible, given the 
investment strategy.

Risk management process
Norges Bank Investment Management uses several 
measurements, processes and systems to control 
investment risk. Robust and widely accepted risk 
 management systems and processes are complemen-
ted by internally developed measurement methods  
and processes.

mArKet risK
Norges Bank measures risk in both absolute terms for 
the actual portfolio, and the relative market risk for 
investments in the Government Pension Fund Global.

Continuous monitoring, measurement and assessment 
of market risk are performed along multiple risk 
 dimensions, employing a number of methodologies 
and approaches. Combining different and comple-
mentary risk measures provides a better insight into 
the risk profile of the holdings in the Government 
Pension Fund Global.

Asset class by country and currency
the portfolio is invested across several asset classes, 
countries and currencies as shown in table 13.1.

table 13.1 Allocation by asset class, country and currency    

market value in percent by country  
and currency

market value in percent 
by asset class

assets minus 
liabilities excluding  

management fee

asset class market 31.12.2013 market 31.12.2012 31.12.2013 31.12.2012 31.12.2013 31.12.2012

equities developed 90.2 developed 90.1

united states 29.2 united states 28.5

united kingdom 14.8 united kingdom 16.0

Japan 6.7 france 6.9

germany 6.7 switzerland 6.5

france 6.7 germany 6.3

total Other 26.1 total Other 25.9

Emerging 9.8 Emerging 9.9

china 2.5 china 1.7

taiwan 1.4 brazil 1.5

brazil 1.3 taiwan 1.3

russia 0.7 russia 1.1

india 0.7 south africa 0.7

total Other 3.1 total Other 3.6

total Equities 61.7 61.2 3 106 945 2 335 830
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market value in percent by country  
and currency

market value in percent 
by asset class

assets minus 
liabilities excluding  

management fee

asset class market 31.12.2013 market 31.12.2012 31.12.2013 31.12.2012 31.12.2013 31.12.2012

fixed income developed 88.0 developed 89.8

us dollar 38.4 us dollar 37.6

euro 27.8 euro 30.7

Japanese yen 7.4 Japanese yen 7.2

british Pound 5.2 british Pound 6.2

canadian dollar 3.5 canadian dollar 3.0

total Other 5.8 total Other 5.2

Emerging 12.0 Emerging 10.2

mexican peso 1.7 mexican peso 1.5

south korean won 1.6 south korean won 1.4

brazilian real 1.5 russian rouble 1.1

russian rouble 1.3 brazilian real 1.0

Polish Zloty 0.8 Polish Zloty 0.7

total Other 5.1 total Other 4.4

total Fixed 
Income

37.3 38.1 1 878 996 1 454 816

real estate united kingdom  27.0 france 32.9

france  22.5 united kingdom 31.7

united states  18.7 switzerland 24.2

switzerland  13.8 

germany  8.5 

Other  9.6 Other 11.2

total Real estate 1.0 0.7 51 794 25 123

Concentration risk
Within the Government Pension Fund Global there are 
substantial investments in government issued bonds. 
the portfolio is also invested in private companies that 
issue both bonds and equities.

table 13.2 shows the largest holdings in bonds issued 
by governments, including government bonds issued 
in local currency, sovereign bonds and inflation-linked 
bonds issued in local currency.

table 13.2 largest holdings within the segment government bonds

amounts in noK million
market value

31.12.2013 amounts in noK million
market value

31.12.2012

united states 437 306 united states 323 983

Japan 139 475 Japan 103 001

germany 97 534 germany 63 926

united kingdom 58 852 united kingdom 59 784

mexico 36 001 france 44 016

netherlands 35 844 italy 26 535

italy 35 336 netherlands 24 624

france 31 370 mexico 22 569

south-korea 31 162 canada 22 141

brazil 30 335 south korea 20 732
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table 13.3 shows the portfolio’s largest holdings of 
non-government issuers across both bonds and equi-
ties. Covered bonds issued by financial institutions and 

debt issued by other underlying companies are inclu-
ded in the bonds column.

table 13.3 largest holdings excluding sovereigns, both bonds and equities

amounts in noK million, 31.12.2013 sector bonds equities total

nestle sa consumer goods 336 39 268 39 604

kreditanstalt für wiederaufbau government related 31 742 0 31 742

royal dutch shell Plc Oil & gas 1 629 28 957 30 586

hsbc holdings Plc financials 3 362 24 968 28 330

novartis ag health care 757 26 078 26 835

lloyds banking group Plc financials 15 126 11 288 26 414

vodafone group Plc telecommunication 1 738 24 613 26 351

roche holding ag health care 228 24 183 24 411

bP Plc Oil & gas 3 584 20 150 23 734

apple inc technology 1 909 21 075 22 984

amounts in noK million, 31.12.2012* sector bonds equities total

hsbc holdings Plc financials 3 190 27 272 30 462

nestle sa consumer goods 0 30 061 30 061

royal dutch shell Plc Oil & gas 989 28 829 29 818

kreditanstalt für wiederaufbau government related 25 884 0 25 884

lloyds banking group Plc financials 18 967 4 551 23 518

novertis ag health care 602 21 218 21 820

banco santander sa financials 11 099 10 264 21 363

ubs ag financials 7 398 13 456 20 854

apple inc technology 0 20 698 20 698

bP Plc Oil & gas 3 368 16 546 19 914

* table for 31.12.2012 is restated to include total debt for underlying companies.

table 13.4 shows the real estate portfolio  
per sector.

table 13.4 distribution of real estate investments per sector

sector percent 31.12.2013 percent 31.12.2012

Office buildings 62.4 58.2

retail 17.1 31.0

industrial 18.7 .

Other 1.7 10.8

total 100.0 100.0
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Volatility and correlation risk
Norges Bank uses risk modelling to quantify the risk of 
value changes associated with all or parts of the port-
folio. these are standard risk measurement techniques 
based on statistical measures such as standard deviation, 
which take into account correlations between different 
instruments in the portfolio. this risk measure provi-
des an estimate of expected change or fluctuation in 
the portfolio’s value on the basis of markets conditions 
over the past three years. Expected volatility can be 
expressed in terms of the portfolio’s absolute risk or 
relative risk. the model uses equally weighted weekly 
return data from the last three years and a parametric 
calculation methodology and is tailored to the long-

term investment horizon of the Government Pension 
Fund Global’s investments. the same model is used for 
both port folio risk and relative volatility. In addition to 
the  mentioned model, Norges Bank uses other models 
that to a greater extent capture the market dynamics of 
recent periods. Real estate investments are not inclu-
ded in the volatility calculations. this is consistent with 
the investment mandate issued by the Ministry of 
Finance and the Executive Board of Norges Bank in 
 addition to internal guidelines for investment and risk 
management.

tables 13.5 and 13.6 present risk both in terms of the 
portfolio’s absolute risk and the relative risk.

table 13.5 Portfolio risk in terms of expected volatility, in percent

expected volatility, actual portfolio 

31.12.2013 min 2013 max 2013 average 2013 31.12.2012 min 2012 max 2012 average 2012

Portfolio  9.3  8.5  9.4  9.0  8.6  7.9  9.9  8.6 

equities  14.2  13.7  14.4  14.1  14.3  13.9  16.6  14.6 

fixed income  8.7  8.3  8.9  8.6  8.6  8.6  10.4  8.9 

table 13.6 Relative risk, expected relative volatility, in basispoints

expected relative volatility 

31.12.2013 min 2013 max 2013 average 2013 31.12.2012 min 2012 max 2012 average 2012

Portfolio 59 32 81 53 48 31 57 43

equities 64 33 76 51 37 32 61 41

fixed income 56 50 75 64 64 40 77 58

Risk measured increased somewhat for the portfolio  
as a whole and in the asset class comprising interest 
bearing instruments in 2013. For equities a decrease 
was noticeable. At year-end the portfolio as a whole 
had a risk measured at 9.3 percent. this means that for 
the portfolio yearly value fluctuations of approximately 
NOk 470 billion can be expected. Correspondingly, 
measured risk at year-end 2012 was 8.6 percent and 
value fluctuations of approximately NOk 330 billion 
could be expected. Since the model uses 3 years of 
 historical data the risk change can be explained by 
reduced diversification between the equity portfolio 
and fixed income portfolio since 2010 is no longer part 
of the calculation period.

the mandate for the Government Pension Fund Global 
outlines that Norges Bank shall facilitate management 
with the aim of not exceeding a limit of 100 basis points 
in expected relative volatility. Risk is measured and 
compliance with the limit monitored on the basis of the 
model described above. Expected relative volatility has 
been within the limit in 2013 and at the end of the year was 
at 0.6 percent, which is an increase from the end of 2012.

Stabilising and growing, but fragile economic growth 
characterized the global stock and bond markets in 
2013. during the year, there were several signs that  
the recession in the euro zone was coming to an end. 
Italian, Spanish and Irish governmental interest rates 
declined and the strong euro from 2012 was signifi-
cantly tapered. In the United States particularly 
 unemployment figures from the second half of a year 
showed a firm and declining trend and the US central 
bank adopted the first downscaling of bond purchases 
in december. While developments in the EU and United 
States showed signs of accelerating growth the picture 
was mixed for emerging markets. China, Brazil and 
India had continued strong growth throughout the 
year, but with clear signs of a declining pace.

Strengths and weaknesses
the strength of these types of risk models is that one 
can estimate the risk in a portfolio across different 
asset classes, markets, currencies, securities and 
 derivatives and express this risk as a single numerical 
value which takes into account the correlation between 
different asset classes, securities and risk factors.
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Model-based risk estimates are based on historical 
relationships and may provide reliable forecast in 
markets without significant changes in volatility. In 
periods marked by significant changes in volatility and 
correlation, estimates will be less reliable. Calculated 
volatility is a point estimate of risk and provides little 
information about the total risk profile and any tail risk. 
Annualisation means assuming that volatility and 
 portfolio composition are constant over time.  
to compensate for these weaknesses, Norges Bank 
uses complementary models, methods and various 
stress tests. In addition, analyses are performed of 
concentration risk and realised return. 

Back testing of models
Back testing of the models is performed to validate  
the model’s ability to estimate risk. Both the risk model 
and the back testing takes into account the long term 
nature of the Government Pension Fund Global’s 
investment horizon. 

credit risK
Credit risk is the risk of losses resulting from defaults 
by issuers of fixed income instruments on their 
payment obligations. Fixed-income instruments in the 
portfolio’s benchmark are all rated investment grade by 
one of the major credit rating agencies. Investments in 
bonds are made on the basis of internal assessments 
of expected return and risk profile.

table 13.7 Bond portfolio specified by credit rating

amounts in noK million, 
31.12.2013 aaa aa a bbb

lower  
rating total

government bonds  658 742  298 019  71 283  150 360  2 369  1 180 774 

government related bonds  105 869  85 439  11 294  21 271  2 535  226 408 

inflation-linked bonds  16 180  1 431  271  12 435  -  30 318 

corporate bonds  871  23 080  109 052  108 438  4 847  246 288 

securitised bonds  126 600  11 855  26 525  30 285  1 210  196 475 

total bonds and other fixed-
income instruments

 908 262  419 825  218 425  322 789  10 961  1 880 263 

amounts in noK million, 
31.12.2012 aaa aa a bbb

lower  
rating total

government bonds  533 495  187 356  35 158  97 841  25  853 876 

government related bonds  88 803  46 689  9 740  18 082  3 103  166 418 

inflation-linked bonds  29 743  4 508  229  7 275  -  41 755 

corporate bonds  404  16 258  94 819  82 143  2 816  196 440 

securitised bonds  111 639  15 922  42 763  19 030  4 665  194 018 

total bonds and other fixed-
income instruments

 764 084  270 733  182 709  224 372  10 609  1 452 507 

the Eurozone came out of the economic recession 
during 2013, but there are still challenges related to 
growth, and debt levels for many countries remain 
high. In the United States the year delivered stronger 
growth but there is a risk that the country would not 
pay interest and principal on government debts on 
time. the central bank warned that it would reduce the 
scope of quantitative easing if the economy showed 
sufficient signs of improvement. this resulted in 
 increased credit risk premiums for most countries in 
emerging markets, especially for countries with a 
 negative trade balance, such as turkey, South Africa, 
Brazil, Indonesia and India. A continued fragile global 
economy led to credit rating agencies downgrading 
more countries and companies than they upgraded 
also in 2013. the bond portfolio’s credit quality 

 measured in credit rating was therefore reduced and 
was only partly offset by the fact that a proportion  
of new bond investments in 2013 were in bonds with  
a high credit quality. Inflows of funds were invested  
in treasuries in emerging markets. Such holdings 
 comprised at year-end 12.0 percent of the bond port-
folio compared with 9.9 percent at year-end 2012. the 
composition of the bond portfolio changed accordingly 
with the share of AAA bonds reduced and share of BBB 
increased. Holdings of BBB bonds increased to 17.2 
percent of the bond portfolio at year-end 2013 from 
15.4 percent of the bond portfolio at year-end 2012.  
At year-end 2013 holdings of defaulted bonds stood at 
NOk 11.8 billion, up from NOk 7.4 billion at year-end 
2012. defaulted bonds are grouped with lower rating  
in the table above.
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table 13.8 Bond portfolio by credit rating and currency in percent

31.12.2013 aaa aa a bbb lower rating total

us dollar  27.3  2.1  4.1  4.7  0.1  38.3 

euro  13.1  4.9  3.2  6.3  0.4  27.9 

Japanese yen  -  7.4  -  -  0.0  7.4 

british Pound  0.8  3.4  0.5  0.6  0.0  5.2 

canadian dollar  2.2  0.7  0.2  0.3  0.0  3.4 

Other currencies  4.9  3.7  3.7  5.4  0.1  17.8 

total  48.3  22.3  11.6  17.2  0.6  100.0 

31.12.2012 aaa aa a bbb lower rating total

us dollar  26.5  1.7  4.0  4.1  0.3  36.6 

euro  13.9  6.4  5.4  5.1  0.4  31.2 

Japanese yen  -  7.1  -  -  0.0  7.1 

british Pound  5.1  0.2  0.7  0.7  0.0  6.7 

canadian dollar  2.2  0.5  0.1  0.1  0.0  3.0 

Other currencies  4.9  2.8  2.3  5.5  0.0  15.5 

total  52.6  18.6  12.6  15.4  0.7  100.0 

At year-end 2013 there were no credit default swaps in 
the portfolio, see note 9 Financial derivatives.

In addition to the credit ratings from credit rating 
 agencies Norges Bank complements measurement of 
credit risk with credit risk models of which one is based 
on credit ratings and the other is based on observable 
credit premiums. Both these methods also take into 
account correlation and expected value of bonds in a 
bankruptcy situation. the models are used for risk 
 measurement and monitoring of credit risk in the bond 
portfolio.

counterPArty risK
Counterparties are required to ensure efficient liquidity 
management and efficient trade and management of 
marked and credit risk. Norges Bank is exposed to 
 counterparty risk related to trade in OtC derivatives 
and currency contracts, repurchase and reverse 
 repurchase agreements, securities lending and 
 securities posted as collateral in derivative trades and 
securities lending. Unsecured deposits in banks are 
also defined as counterparty risk. Norges Bank is 
further exposed to counterparty risk related to counter-
parties in international settlement and custody systems 
where transactions settle. this can occur both in 
 currency trades and with purchase and sale of securi-
ties. Settlement risk and exposure from trades with 
long maturities are also defined as counterparty risk.

Norges Bank reduces counterparty risk by using 
several counterparties and by setting strict credit 
rating require ments. Rating requirements for counter-
parties with unsecured bank deposits are higher than in 
 situations when collateral is posted. Changes in counter-
party’s credit ratings are monitored continuously. 

to reduce counterparty risk netting agreements are in 
place for trades in OtC derivatives, currency contracts 
and repurchase and reverse repurchase agreements. 
Additional reduction of counterparty risk is ensured 
through collateral requirements for counterparty net 
positions with positive market value. For instruments 
where collateral is used minimum requirements have 
been set, relating to the credit quality, time to maturity 
and concentration of the collateral. Netting and collate-
ral agreements are entered into for all of Norges Bank 
Investment Management’s approved counterparties for 
these types of trades.

Counterparty risk is also reduced by setting exposure 
limits for individual counterparties. Exposure per 
 counterparty is measured daily against limits set by  
the board and the CEO of Norges Bank Investment 
Management. the methods used to calculate counter-
party risk are in accordance with internationally 
 recognised standards. For OtC derivatives and currency 
 contracts the current exposure method is used. For 
each contract the market value and a rate of future antici-
pated exposure is calculated. Netting agreements and 
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 collateral are taken into account in the calculation of  
net exposure. Only cash collateral is received for these 
contracts.

For repurchase agreements, securities lending trans-
actions executed via external agents and securities 
posted as collateral in derivatives trades, a method is 
used that adds a premium to the market value that 
reflects the position’s volatility. these positions are  
also adjusted for netting and actual received and 
posted collateral when determining net exposure.

Norges Bank is exposed to counterparty risk related to 
counterparties in settlement and custody systems, 
both in derivative trades and in with purchase and sale 
of securities. For most currency trades Norges Bank 
has a low settlement risk. through the use of currency 
settlement system ClS (Continues linked Settlement) 
or by trading directly with settlement banks the settle-
ment risk is reduced. In a few currencies Norges Bank  
is exposed to settlement risk when sold currency is 

 delivered to the counterparty before the receipt of 
 currency is confirmed. In table 13.9 this type of exposure 
is included on the line OtC derivatives including 
 currency contracts.

In table 13.9 exposure is broken down by type of 
 activity / instrument associated with counterparty risk. 
In  addition to numbers according to the internal risk 
model, in terms of gross and net exposure, exposure 
risk is shown as in accordance with the balance sheet, 
adjusted for both recognised and off-balance sheet 
 collateral.

total counterparty risk measured in net exposure has 
been stable throughout the year. Gross exposure has 
increased somewhat mainly as a result of a higher 
volume of lent securities during 2013, see note 8 
 Collateral and offsetting. the majority of the increased 
securities lending is guaranteed by agents and the 
effect on the net exposure is little, see column 
 Collateral and guarantees for the effects of guarantees. 

table 13.9 Counterparty risk by type of position

amounts in noK million,  
31.12.2013

carrying amount 
adjusted for 

collateral
Gross 

exposure
effect of 

netting
collateral and 

guarantees
net  

exposure

time deposits and unsecured bank deposits  3 612  3 933  -  -  3 933 

Otc derivatives including foreign exchange 
contracts

 -235  4 354  1 997  298  2 059 

repurchase and reverse repurchase 
agreements

-3 272  660  86  -  575 

securities lending transactions** -7 514  27 428  -  14 532  12 896 

cash and bonds posted as collateral for 
derivatives trades

3 607  3 344  -  -  3 344 

settlement risk towards broker and long 
settlement transactions

 -  -  -  -  - 

total 39 719 2 082 14 830 22 806

amounts in noK million,  
31.12.2012*

carrying amount 
adjusted for 

collateral
Gross 

exposure
effect of 

netting
collateral and 

guarantees
net  

exposure

time deposits and unsecured bank deposits  5 698  5 368  -  -  5 368 

Otc derivatives including foreign exchange 
contracts

 -1 283  5 926  3 030  313  2 583 

repurchase and reverse repurchase 
agreements

 -89  927  5  -  923 

securities lending transactions**  -6 255  21 259  -  8 834  12 424 

cash and bonds posted as collateral for 
derivatives trades

 1 557  1 772  -  -  1 772 

settlement risk towards broker and long 
settlement transactions

 - - - -  - 

total 35 252 3 035 9 147 23 070

* the methodology for calculation of counterparty exposure is adjusted. comparatives for 2012 are restated.
** the column carrying amount adjusted for collateral includes securities lent and collateral received. 
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the line OtC derivatives including foreign exchange 
contracts in the table comprises the net market value  
of foreign exchange contracts (NOk 187 million) and 
swaps (NOk -422 million). See also note 9 Financial 
 derivatives. Counterparty risk for derivative positions  
is followed-up on a net basis at Norges Bank.

Norges Bank’s counterparties have a credit rating from 
independent credit rating agencies. Only in instances 
when the counterparty risk is considered very low can 
an internal credit evaluation be used as the basis for 
counterparty approval. Credit ratings of the Bank’s 
counterparties are monitored and complemented by 
alternative credit risk indicators. table 13.10 shows 
Norges Bank’s counterparties classified according to 
credit rating category.

table 13.10 Counterparties* by credit rating

norges bank's counterparties  
(excluding brokers) brokers

31.12.2013 31.12.2012 31.12.2013 31.12.2012

aaa - - - -

aa 21 30 23 29

a 55 46 65 56

bbb 3 - 30 21

bb 1 - 5 3

b - - 9 9

total 80 76 132 118

* as counterparties are counted per legal entity, several counterparties may be included per corporate group.

Leverage
leverage may be used to ensure effective management 
of the investments, and not with the aim of increasing 
the economic exposure to risky assets. the use of 
 leverage is regulated both in the investment manage-
ment mandate issued by the Ministry of Finance to 
Norges Bank and in the investment mandate issued by 
the Executive Board of Norges Bank to Norges Banks 
Investment Management. leverage is the difference 
between total net exposure and market value for the 
portfolio. Net exposure is determined by including 
securities in the calculation at market value and by 
including derivatives converted to underlying 
exposure. When exposure is greater than market value,  
the portfolio is leveraged.

the Government Pension Fund Global did not have any 
significant leverage in 2013. leverage at the year-end 
2013 was 0.1 percent of the marked value of the equity 
and bond portfolios. 

Sale of securities Norges Bank does not own
Sale of securities not owned by Norges Bank (short sales) 
can only be done if the Bank has established  borrowing 
agreements to cover a negative position. Such trans-
actions are very rarely undertaken, and at year-end 
2013, no securities had been sold in this manner.
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nOte 14 subsidiaries, JOintly cOntrOlled entities and assOciates

Norges Bank’s ownership interests within the investment 
portfolio of the Government Pension Fund Global in 

 subsidiaries, jointly controlled entities and associates are 
given in table 14.1. 

table 14.1 Subsidiaries, jointly controlled entities and associates

company business address

ownership share 
and voting rights 

in percent
recognised 

from

united Kingdom

burlington number 1 limited london 100 2011

nbim george btlP limited london 100 2011

nbim george gP limited london 100 2011

nbim george Partners lP london 100 2011

nbim george 1 nominee limited london 100 2011

nbim george 2 nominee limited london 100 2011

burlington two limited london 100 2012

nbim victoria gP limited london 100 2012

msc Property intermediate holdings limited london 50 2012

nbim victoria btlP limited london 100 2012

nbim victoria Partners lP london 100 2012

luxembourg

nbim s.à r.l. luxembourg 100 2011

france

nbim louis s.à r.l. luxembourg 100 2011

nbim louis sPPicav Paris 100 2011

nbim louis sas Paris 100 2011

sci matignon 16 Paris 50 2011

champs elysées rond-Point sci Paris 50 2011

sci Pb 12 Paris 50 2011

nbim clement s.à r.l. luxembourg 100 2012

nbim clement OPci sPPicav Paris 100 2012

nbim clement sci Paris 100 2012

sci malesherbes Paris 50 2012

sci 15 scribe Paris 50 2012

sas 100 ce Paris 50 2012

sci daumesnil Paris 50 2012

sci 9 messine Paris 50 2012

sci Pasquier Paris 50 2013

nbim monte s.à r.l. luxembourg 100 2013

nbim monte fct Paris 100 2013

germany

nbim Otto s.à r.l. luxembourg 100 2012

bvO welle-frankfurt & nke-berlin immobilien gmbh køln 50 2012

gP – die welle & nke neues kranzler eck immobillien 
verwaltungs gmbh

køln 50 2012

nbim Otto w1 s.à r.l. luxembourg 100 2012

die welle 1 frankfurt immobilien gmbh & co. kg køln 50 2012
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company business address

ownership share 
and voting rights 

in percent
recognised 

from

nbim Otto w3 s.à r.l. luxembourg 100 2012

die welle 3 frankfurt immobilien gmbh & co. kg køln 50 2012

nbim Otto nke s.à r.l. luxembourg 100 2012

nke neues kranzler eck berlin immobilien gmbh & co. kg køln 50 2012

nbim Otto sZ s.à r.l. luxembourg 100 2012

tower sZ munich gmbh & co. kg hamburg 50 2013

switzerland

nbim antoine s.à r.l. luxembourg 100 2012

nbim antoine chf s.à r.l. luxembourg 100 2012

europe

nbim nerva s.à r.l. luxembourg 100 2012

Prologis european logistics Partners s.à r.l. luxembourg 50 2013

united states

nbim woodrow mm llc wilmington, de 100 2013

nbim woodrow evening star wdc llc wilmington, de 100 2013

t-c 1101 Pennsylvania venture llc wilmington, de 49.9 2013

nbim woodrow franklin sq wdc llc wilmington, de 100 2013

t-c franklin square venture llc wilmington, de 49.9 2013

nbim woodrow 33 arch st bOs llc wilmington, de 100 2013

t-c arch street venture llc wilmington, de 49.9 2013

nbim woodrow 470 Pas nyc llc wilmington, de 100 2013

t-c 470 Park avenue south venture llc wilmington, de 49.9 2013

nbim woodrow 475 fifth ave nyc llc wilmington, de 100 2013

t-c 475 fifth avenue venture llc wilmington, de 49.9 2013

nbim walker mm llc wilmington, de 100 2013

nbim walker tst nyc llc wilmington, de 100 2013

no. 1 times square development llc wilmington, de 45 2013

nbim Jefferson mm llc wilmington, de 100 2013

nbim Jefferson Ofc bOs llc wilmington, de 100 2013

Ofc boston llc wilmington, de 47.5 2013

nbim Jefferson 425 market sf llc wilmington, de 100 2013

425 mkt llc wilmington, de 47.5 2013

nbim Jefferson 555 dc llc wilmington, de 100 2013

555 12th llc wilmington, de 47.5 2013

nbim reagan mm llc wilmington, de 100 2013

nbim reagan llc wilmington, de 100 2013

Companies with ownership share and voting rights of more 
than 50 percent are subsidiaries. Companies with ownership 
share and voting rights of 50 percent are jointly controlled 

entities. Companies with ownership share and voting rights 
of less than 50 percent are associates.
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To the Supervisory Council of Norges Bank

indePendent auditOr’s rePOrt

We have audited the consolidated financial reporting for the investment portfolio of the 
Government Pension Fund Global included in Norges Bank’s annual financial statements. 
Subsidiaries of Norges Bank that exclusively constitutes investments as part of the management of 
the investment portfolio are included in the financial reporting. The financial reporting comprise 
the balance sheet as at December 31, 2013, the income statement, the statement of comprehensive 
income, the statement of changes in owner’s capital, the statement of cash flows for the year then 
ended, and a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the financial reporting
Management is responsible for the preparation and fair presentation of the financial reporting  
in accordance with International Financial Reporting Standards as adopted by EU, and for such 
internal control as management determines is necessary to enable the preparation of financial 
reporting that is free from material misstatement, whether due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on the financial reporting based on our audit. We 
conducted our audit in accordance with laws, regulations, and auditing standards and practices 
generally accepted in Norway, including International Standards on Auditing. Those standards 
require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial reporting is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial reporting. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial reporting, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial reporting in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control.

An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates, if any, made by management, as well as evaluating the 
overall presentation of the financial reporting.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion.

Opinion
In our opinion, the financial reporting gives a true and fair view of the financial position for the 
investment portfolio of the Government Pension Fund Global as at December 31, 2013 and of its 
financial performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards as adopted by EU. 

Oslo, 12 February 2014
Deloitte AS 

Aase Aa. Lundgaard
State Authorised Public Accountant (Norway)

translation from the original norwegian version
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