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FUnd mAnAGemenT

EQUitY iNVEstMENts 
equity investments, which accounted for 61.3 
percent of the fund at the end of the quarter, 
returned 4.0 percent. 

markets were affected during the period by 
concerns about Us economic growth. Us GdP 
figures have been weak, but there was some 
improvement in other economic variables. The 
european central Bank cut its benchmark rate 
towards the end of the quarter and launched a 
broad package of measures to boost the supply of 
credit in the euro area, including cheap long-term 
financing for european banks. In the Uk, the 
quarter brought positive economic developments 
and falling unemployment.   

There was also growing uncertainty about the 
Japanese economy following an increase in 
consumption tax and the somewhat slow progress 
of ongoing structural reforms. The chinese market 
featured growing concern about economic 
performance, in particular in the real estate market. 
The chinese authorities took several steps to 
support growth during the quarter. 

EMErGiNG MArKETs PErFOrM BEsT
emerging markets stood out with a return of 7.4 
percent for the quarter, measured in the fund’s 
currency basket. stock returns were particularly 

strong in India, Russia, Turkey and Brazil. This 
should be seen in the light of previous declines in 
stockprices in those countries. emerging markets 
accounted for 9.9 percent of the fund’s equity 
investments at the end of the quarter. developed 
markets returned 3.7 percent. 

european stocks returned 2.7 percent and 
represented 46.2 percent of the fund’s equity 
investments at the end of the period. 

north American stocks returned 4.8 percent and 
made up 31.9 percent of equity investments at the 
end of the quarter. stocks in the Us, the fund’s 
single largest market, returned 4.4 percent.

In Asia and oceania, the quarter brought a return of 
6.0 percent. Japanese shares returned 6.1 percent 
and made up 6.9 percent of equity investments at 
the end of the quarter. 

chinese stocks returned 3.2 percent and accounted 
for 2.4 percent of equity investments at the end of 
the period, making china the fund’s single largest 
emerging market.  

Oil AND GAs ThE BEsT-PErFOrMiNG sECTOr
oil and gas companies were the best performers 
in the second quarter, with a return of 11.8 
percent. This strong return should be seen in the 

Table 1 Return on the fund’s equity investments in second 
 quarter 2014. By sector. Percent

sector 

Return in 
international 

currency

share of  
equity 

 investments*

Financials  2.1  23.1 

Industrials  2.2  13.9 

consumer goods  4.0  14.0 

consumer services  2.3  9.8 

healthcare  4.5  9.0 

oil and gas  11.8  8.8 

Technology  5.4  7.5 

Basic materials  4.5  6.3 

Telecommunications  2.9  3.5 

Utilities  6.9  3.8 

* does not sum up to 100 percent because cash and derivatives 
are not included.

Table 2 The fund’s largest equity holdings as of 30 June 2014. 
millions of kroner

Company Country Holdings

nestle sA switzerland 41,343

Royal dutch shell Plc Uk 32,483

novartis AG switzerland 29,419

Roche holding AG switzerland 25,948

Apple Inc UsA 23,995

BlackRock Inc UsA 22,986

hsBc holdings Plc Uk 22,912

BG Group Plc Uk 22,431

BP Plc Uk 21,748

Total sA France 20,901
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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. This is referred to as the fund’s currency basket and consisted of 34 currencies at the 
end of the second quarter. Unless otherwise stated in the text, results are measured in the fund’s 
currency basket.

light of the sector having underperformed the 
wider market for some time and a significant rise 
in oil prices during the quarter.

Utility companies returned 6.9 percent. There was 
a shift in investor preferences during the quarter, 
away from highly priced stocks with high growth 
expectations in favour of stocks trading at a lower 
price relative to fundamentals like earnings, 
dividend and book value. This contributed to the 
return on utilities, as utilities offer high dividend 
yields. 

Technology companies returned 5.4 percent. The 
investment in Apple was a major contributor to 
the return in the sector.

The weakest performer in the second quarter was 
the financial sector, where the fund’s investments 
returned 2.1 percent. Prices of a number of large 
financial institutions fell and brought down returns 
in the sector as a whole. Increased incidence of 
litigation and increasing settlement costs, 
together with regulatory pressure on capital ratios 

and leverage, had a negative impact on the return 
in the sector.  

iNDiviDUAl sTOCKs
The investment in technology company Apple 
contributed most to the return in the second 
quarter, followed by oil and gas companies Royal 
dutch shell and BG Group. The investments that 
made the most negative contributions were 
financial companies BnP Paribas, UBs and credit 
suisse Group.

The largest initial public offering in which the fund 
participated was at Us financial company Ally 
Financial, where the fund purchased shares for 
18.8 million dollars, equivalent to around 111.2 
million kroner. This was followed by Uk retailer 
B&m european value Retail and chinese 
electronics company Jd.com, in which the fund 
invested 6.8 million pounds and 3.8 million 
dollars, respectively, equivalent to 67.7 million 
kroner and 22.6 million kroner, respectively.

Chart 1 Price moves in stock sectors in the FTse Global All cap 
Index. measured in Us dollars. Indexed 31 dec 2013 =100
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Chart 1 Kursutviklingen i ulike aksjesektorer i FTSE Global All Cap-
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Chart 2 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 2013=100
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Figur 1-2 Kursutviklingen i regionale aksjemarkeder. Målt i 
amerikanske dollar, med unntak av Stoxx Europe 600, som er målt i euro. 
Indeksert 31.12.2013 = 100
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FiXED-iNCOME iNVEstMENts
Fixed-income investments accounted for 37.6 
percent of the fund at the end of the second 
quarter and returned 2.0 percent. These invest-
ments were mainly in bonds, with the remainder 
in short-term securities and bank deposits. 

Interest rates in the fund’s main markets remained 
low during the period, due partly to inflation 
remaining below central banks’ targets. In the 
euro area, low inflation figures prompted a range 
of monetary easing measures from the european 
central Bank. In the Uk, positive economic 
developments and higher inflation than in the 
euro area led the Bank of england to move in the 
opposite direction of the european central Bank 
and signal earlier rate increases than the market 
had been expecting.

In the Us, the Federal Reserve did not signal any 
imminent rate hikes, but continued its tapering of 
quantitative easing. In Japan, the increase in 
consumption tax pushed up inflation, which was 
close to the central bank’s target at the end of the 
quarter. 

POsiTivE rETUrN ON GOvErNMENT BONDs
Government bonds returned 2.3 percent and 
accounted for 62.0 percent of the fund’s fixed-

income investments at the end of the quarter. 
overall, yields on these bonds fell during the 
quarter, which made a positive contribution to the 
return.

Us Treasuries returned 1.3 percent and made up 
20.5 percent of fixed-income investments at the 
end of the quarter, making them the fund’s largest 
holding of government bonds from a single issuer. 
euro-denominated government bonds 
represented 12.7 percent of the fund’s fixed-
income holdings and returned 1.8 percent. 
despite the Bank of england signalling an earlier 
increase in interest rates, Uk government bonds 
returned 3.3 percent, due mainly to the pound 
strengthening. Japanese government bonds 
returned 1.7 percent and made up 7.8 percent of 
fixed-income holdings. 

iNFlATiON-liNKED BONDs PErFOrM BEsT
Inflation-linked bonds were the fund’s best-
performing fixed-income sector in the second 
quarter, returning 3.3 percent and accounting for 
1.6 percent of total fixed-income investments at 
the end of the period. corporate bonds returned 
2.0 percent and represented 14.8 percent of fixed-
income investments at the end of the quarter. 
securitised debt, consisting mainly of covered 

Table 4 The fund’s largest bond investments as of 30 June 2014. 
millions of kroner

issuer Country Holdings

United states of America UsA 431,005

Japanese government Japan 160,808

Federal Republic of Germany Germany 90,285

Uk government Uk 75,518

mexican government mexico 46,753

Italian Republic Italy 43,698

Federative Republic of Brazil Brazil 41,746

south-korean government south-korea 36,248

Government of the netherlands netherlands 35,757

kreditanstalt für wiederaufbau Germany 35,003

Table 3 Return on the fund’s fixed-income investments in second 
quarter 2014. By sector. Percent

sector

Return in 
international 

currency

share of 
fixed- income 
 investments* 

Government bonds* 2.3  62.0 

Government-related bonds* 2.0  13.3 

Inflation-linked bonds* 3.3  1.6 

corporate bonds 2.0  14.8 

securitised debt 0.6  8.7 

* 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 The fund’s fixed-income investments as of 30 June 2014 based on credit ratings. Percentage of bond holdings

AAA AA A BBB
lower  
rating total

Government bonds 30.9 16.9 4.3 9.5 0.1 61.7

Government-related bonds 6.1 5.2 0.6 1.3 0.1 13.3

Inflation-linked bonds 0.8 0.1 0.0 0.8  -   1.6

corporate bonds 0.0 1.4 6.8 6.2 0.3 14.7

securitised debt 6.3 0.4 1.0 0.9 0.0 8.6

total bonds 44.1 24.0 12.7 18.7 0.6 100.0
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bonds, returned 0.6 percent. These holdings were 
denominated mainly in euros and made up 8.7 
percent of fixed-income investments. 

The fund also holds bonds from government-
related institutions such as the european 
Investment Bank, kreditanstalt für wiederaufbau 
and canada housing Trust. These bonds returned 
2.0 percent and accounted for 13.3 percent of 
fixed-income investments at the end of the 
period. 

ChANGEs iN hOlDiNGs
Fixed income investments denominated in 
emerging market currencies increased from 13.3 
percent to 13.4 percent of fixed-income 
investments during the quarter. Investments in 
dollars, euros, pounds and yen accounted for 77.8 
percent of fixed-income holdings at the end of the 
period, against 77.7 percent at the end of the first 
quarter.

The biggest increases in holdings of governments 
bonds were in Japanese, British and German 
government bonds, while the biggest decreases 
were in government bonds from Brazil, canada 
and sweden. 

The fund’s three largest participations in bond 
issues other than government debt were in bonds 
from westpac Banking corp, the european 
Financial stability Facility and Bank of America 
corp.

Chart 4 10-year government bond yields. Percent
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Chart 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 2013 = 100
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Chart 5 Price developments in fixed-income sectors in the 
Barclays Global Aggregate Index, measured in Us dollars.  
Indexed 31 dec 2013 = 100
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REAl EstAtE iNVEstMENts 
The fund’s real estate investments returned 3.0 
percent in the second quarter. 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 property 
purchases. Real estate investments amounted to 
1.2 percent of the fund at the end of the quarter. 

with real estate eventually accounting for as much 
as 5 percent of the value of the fund, our goal is  
to build a global, but concentrated, real estate 
portfolio. we expect to invest one percent of the 
fund each of the next three years in the private real 
estate markets. 

measured in local currency, rental income made a 
positive contribution of 1.1 percentage points to 
the return, and the net change in the value of 
properties and debt added 2.3 percentage points. 
Transaction costs from purchases of properties 
had no significant effect on the quarterly results, 
while currency movements made a negative 
contribution of 0.3 percentage point.

tHE FUND’s RElAtiVE 
REtURN AND iNtERNAl 
REFERENCE PORtFOliOs
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. 

we have also constructed internal reference 
portfolios for equities and bonds which take into 
account the fund’s special characteristics and 
objective to achieve a better trade-off over time 
between expected risks and returns.

ThE FUND’s rElATivE rETUrN 
The return on the fund’s equity and fixed-income 
investments in the second quarter was 0.1 
percentage point lower than the return on the 
benchmark indices.

The fund’s equity investments underperformed 
the benchmark index by 0.2 percentage point. 
health care and telecommunications were the 
sectors that made the greatest negative 
contributions to the relative return, while basic 
materials made the most positive contribution.  
of the countries the fund was invested in, Us and 
Japanese stocks made the most negative 
contributions to the relative return, while 
investments in Germany and Russia made the 
most positive contributions.

The fund’s fixed-income investments under-
performed the benchmark index by 0.1 percentage 
point. Underweight of inflation-linked bonds and 
Us corporate bonds made a negative contribution 
to the relative return, while an overweight of 
government bonds from emerging markets made 
a positive contribution.

ThE FUND’s iNTErNAl rEFErENCE 
POrTFOliOs
The internal reference portfolio for equity 
investments returned 4.1 percent in the second 
quarter, 0.1 percentage point less than the 
benchmark index set by the ministry of Finance. 
The internal reference portfolio for fixed-income 
investments returned 2.2 percent, 0.1 percentage 
point more than the benchmark index set by the 
ministry.

Table 6 Return on the fund’s real estate investments in second 
quarter 2014. Percent

Return

net rental income  1.1 

net change in value of properties and debt  2.3 

Transaction costs for property purchases  0.0 

Foreign exchange adjustments  - 0.3 

Overall return*  3.0

* does not add up due to rounding of decimals.

8 fund management \ Government pension fund Global \ 2Q 2014



Chart 6 The fund’s quarterly and accumulated annualised return. 
Percent

Figur 1-6 Fondets kvartalsvise avkastning og akkumulerte 
annualiserte avkastning. Prosent

Kilde: NBIM 
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Chart 7 Quarterly relative return and accumulated annualised 
relative return on the fund, excluding real estate investments. 
Percentage points

Figur 1-7 Kvartalsvis relativ avkastning og akkumulert annualisert relativ 
avkastning på fondet, eksklusive eiendom. Prosentpoeng 
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Table 7 contributions from equity and fixed-income 
 management to the fund’s relative return in second quarter 2014. 
Percentage points

 total

Attributed 
to external 

 management

equity investments - 0.09 0.01

Fixed-income investments - 0.03 0.00

total* - 0.13 0.01

* does not add up due to rounding of decimals.

REsPONsiBlE iNVEstMENt 
AND ACtiVE OWNERsHiP
we seek 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. our active ownership strategies 
include dialogue with companies, investors, 
regulators and standard setters. In addition, we 
vote at general meetings and we may file 
shareholder proposals.

In the second quarter we formalised a research 
project with partners including columbia 
University, world Resources Institute and the 
Rights and Resources Initiative. In the first phase 
of the project, we will build a database of 
information on water management, deforestation, 
land rights, and social and regulatory conditions. 
In the second phase, we will explore the 
relationship between mining companies’ 
profitability and environmental, social and 
governance risk factors.

we took part in consultations on international 
principles and standards during the quarter. we 
support the work of the International corporate 
Governance network and submitted our views on 
its new Global Governance Principles. we gave 
comments on the european securities and 
markets Authority’s new draft on technical 
standards for central securities depositories and 
settlement services. In general, we support 
regulation of financial markets, but we found 
some of the proposals to be unnecessarily 
complex. In addition, we provided feedback on 
the climate disclosure standards Board’s draft 
framework for corporate reporting. In this 
framework, they have included water and forest 
as part of the reporting on climate risk. All 
consultation responses were published in letter 
form on www.nbim.no.

norges Bank Investment management arranged  
a session during the singapore International water 
week during the quarter. The purpose of the 
convention is to share know ledge and create 
innovative solutions for water management. 
water scarcity is a growing risk for many of the 
companies the fund invests in. 
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RisK MANAgEMENt
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 tracking error, 
factor exposures, concentration analysis and 
liquidity risk – to gain the broadest possible picture 
of the fund’s market risk. 

The fund’s expected absolute volatility, calculated 
using the statistical measure standard deviation, 
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. The fund’s expected 
absolute volatility was 8.9 percent, or about 490 
billion kroner, at the end of the second quarter, 
compared with 9.0 percent three months earlier.

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 expected relative 
volatility of no more than 1 percentage point. The 
actual figure was 0.6 percentage point at the end 
of the quarter, unchanged from the end of the first 
quarter.

OPErATiONAl risK MANAGEMENT
norges Bank’s executive Board sets limits for 
operational risk management and internal 
controls at norges Bank Investment management. 
It has decided there must be less than 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.

vOTiNG AND ENGAGEMENT
norges Bank Investment management voted at 
6,510 company general meetings in the second 
quarter, the quarter in which the bulk of the year’s 
general meetings take place. we considered and 
voted on 120 shareholder proposals on 
environmental and social issues in the light of our 
principles for long-term active ownership. 

voting is our most important formal right as a 
shareholder in terms of influencing decisions at 
the companies in which we have holdings. voting 
is a priority activity at norges Bank Investment 
management because it is an effective way of 
signalling support for well-functioning boards and 
of making boards accountable. voting helps 
safeguard the fund’s assets and our interests as a 
minority shareholder.

our ownership principles and expectations of 
companies form the basis of our voting decisions, 
but we also take into account the characteristics 
of individual companies.

one of the core principles of good corporate 
governance is separation of board of directors 
from the day-to-day management of the 
company. one of the clearest ways of achieving 
this is to separate the roles of chairman and ceo. 
In the second quarter this principle formed the 
basis for our voting at systemically important 
financial institutions, where we see particular 
benefits in keeping the roles of chairman and ceo 
separate. 

we also contacted 33 companies ahead of their 
general meetings during the quarter to 
communicate our voting intentions. The idea is to 
explain the rationale behind our voting decisions. 
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Chart 8 expected absolute volatility of the fund.  
Percent (left-hand axis) and billions of kroner (right-hand axis)
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Figur 1-8 Forventet absolutt volatilitet for fondet. 
Prosent (venstre akse) og milliarder kroner (høyre akse) 
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Chart 9 expected relative volatility of the fund, excluding  
real estate. Basis points
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Figur 1-9 Forventet relativ volatilitet for fondet, eksklusive eiendom. 
Basispunkter
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Table 8 key figures for the fund’s risk and exposure. Percent

limits set by the Ministry of Finance 30.06.2014

exposure equities 50–70 % of fund's market value 61.1

Real estate 0–5 % of fund's market value 1.2

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

credit risk maximun 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

each quarter, norges Bank Investment 
management estimates the size of the potential 
losses or gains it may incur over the next year 
because of unwanted operational events related 
to its investment management activities. The 
estimate is based on past events and an 
assessment of future risks and represents the 
fund’s estimated operational risk exposure. our 
estimated operational risk exposure remained 
within the executive Board’s tolerance limit in the 
second quarter.

A total of 67 unwanted events were registered in 
the quarter. most of these had no financial 
consequences, and together they had a financial 
impact of 1.0 million kroner. The ministry of 
Finance has set guidelines for the fund’s 
management. no significant breaches of these 
guidelines were registered in the second quarter, 
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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Table 9 Quarterly return as of 30 June 2014

2Q 2014 1Q 2014 4Q 2013 3Q 2013 2Q 2013
Year-to-date 

30.06.2014

Returns in international currency

Return on equity investments (percent)  4.01  1.47 7.41  7.64  0.89 5.54

Return on fixed-income investments (percent)  2.04  2.05 0.13  0.32  -1.40 4.13

Return on real estate investments (percent)  3.04  1.99 3.67  4.09  3.94 5.09

Return on fund (percent)  3.25  1.70 4.66  4.99  0.06 5.01

Return on equity and fixed-income investments (percent)  3.26  1.70 4.67  5.00  0.03 5.01

Return on benchmark equity and fixed-income indices (percent)  3.38  1.68 4.55  4.87  -0.28 5.12

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

 -0.13  0.01 0.12  0.13  0.31 -0.11

Relative return on equity investments (percentage points)  -0.17  0.07 0.15  0.27  0.34 -0.10

Relative return on fixed-income investments (percentage points)  -0.07  -0.07 -0.02  -0.25  0.29 -0.14

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

Return on fund after management costs (percent)  3.24  1.68 4.65  4.97  0.04 4.95

Returns in kroner (percent)

Return on equity investments  7.09  0.39 8.30  8.54  4.59 7.51

Return on fixed-income investments  5.06  0.96 0.96  1.15  2.22 6.07

Return on real estate investments  6.09  0.90 4.53  4.96  7.75 7.04

Return on fund  6.31  0.61 5.53  5.86  3.73 6.96

Return on equity and fixed-income investments  6.31  0.61 5.54  5.87  3.70 6.96

Table 10 historical key figures  as of 30 June 2014. 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)  15.39  9.55  11.56  6.53  5.83 

Return on equity and fixed-income investments (percent)  15.41  9.56  11.57  6.54  5.84 

Return on benchmark equity and fixed-income indices (percent)  15.26  9.33  10.77  6.34  5.54 

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

 0.15  0.23  0.80  0.20  0.30 

standard deviation (percent)  5.44  7.29  7.80  8.57  7.60 

Tracking error for equity and fixed-income investments  
(percentage points)

 0.33  0.39  0.50  0.90  0.74 

Information ratio (IR)* for equity and fixed-income investments  0.45  0.59  1.61  0.22  0.40 

Return on fund (percent)  15.39  9.55  11.56  6.53  5.83 

Annual price inflation (percent)  1.83  1.86  2.11  2.13  1.92 

Annual management costs (percent)  0.06  0.07  0.08  0.09  0.09 

Annual net real return on fund (percent)  13.26  7.49  9.16  4.22  3.75 

* 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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Table 11 key figures as of 30 June 2014

2Q 2014 1Q 2014 4Q 2013 3Q 2013 2Q 2013

Market value (billions of kroner)*

market value of equity investments  3,357  3,124 3,107  2,998  2,785 

market value of fixed-income investments  2,058  1,927 1,879  1,674  1,571 

market value of real estate investments  63  59 52  42  40 

market value of fund  5,478  5,110 5,038  4,714  4,397 

Inflow of new capital*  44  41 62  58  58 

Return on fund  192  78 227  228  17 

changes due to fluctutations in krone  132  -47 35  31  139 

Total change in fund  368  72 323  318  215 

Management costs (percent)

estimated transition costs**  0.00  0.00 0.00  0.00 0.00 

Annualised management costs  0.05  0.07 0.07  0.06  0.07 

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

Gross inflow of new capital  3,389  3,344 3,302  3,239  3,180 

management costs***  25  25 24  23  22 

Inflow of new capital after management costs  3,364  3,319 3,278  3,216  3,158 

Return on fund  2,069  1,877 1,799  1,572  1,344 

changes due to fluctuations in krone  45  -86 -39  -74  -105 

market value of fund  5,478  5,110 5,038  4,714  4,397 

Return after management costs  2,044  1,852 1,775  1,549  1,322 

* The fund’s market value shown in this table does not take into account the management fee to norges Bank Investment management 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.

Table 12 Accumulated return since first capital inflow in 1996. Billions of kroner

2Q 2014 1Q 2014 4Q 2013 3Q 2013 2Q 2013

Return on equity investments  1,421 1,283 1,242  1,021  805 

Return on fixed-income investments  639 587 551  547  537 

Return on real estate investments  8 6 5 3 2 

Total return  2,069 1,877 1,799  1,572  1,344 
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norges Bank’s interim financial statements, which only 
encompass the interim financial reporting for the 
Government Pension Fund Global, were approved by 
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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 2q 2014
2q 2013 

 restated*

year-
to-date 

30.06.2014

year-
to-date 

30.06.2013 
restated*

2013  
 restated*

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

Interest income and interest expense from bank deposits    12    29    11    18    61

Interest income, lending associated with reverse repurchase 
agreements

   50    55    97    100    150

net income/expenses and gains/losses from:

   - equities and units   147 668   37 902   185 930   244 354   681 787

   - Bonds and other fixed-income instruments   43 767 - 21 992   83 533 - 10 484   5 897

   - Real estate 6   1 883    906   3 099   1 276   3 236

   - Financial derivatives - 570    838 - 1 847   1 694   1 590

Interest expense, borrowing associated with repurchase agreements - 10    4 - 34    10 - 34

other interest income and interest expense - 1    27 - 3    25    2

Tax expense - 526 - 446 - 874 - 470 - 1 133

other expenses    0 - 6 - 1 - 9 - 26

Profit/loss on the portfolio before foreign exchange gains and losses   192 273   17 317   269 911   236 514   691 530

Foreign exchange gains and losses   131 589   139 340   84 698   225 733   291 428

Profit/loss on the portfolio   323 862   156 657   354 609   462 247   982 958

management fee 4 - 435 - 789 - 1 369 - 1 366 - 2 889

Profit/loss for the period and total comprehensive income 1   323 427   155 868   353 240   460 881 980 069

* see notes 1, 2 and 9 for details regarding restated comparatives.
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BAlAnce sheeT

amounts in noK million note 30.06.2014
31.12.2013  
restated*

AssETs

deposits in banks   5 866   3 982

lending associated with reverse repurchase agreements   89 964   89 189

Unsettled trades   19 075   1 125

equities and units   5  3 141 406  2 972 317

equities lent   5   205 685   161 150

Bonds and other fixed-income instruments   5  2 032 171  1 804 456

Bonds lent   5   35 102   75 807

Real estate   6   61 761   51 032

Financial derivatives   5   2 400   1 416

other assets   3 398   3 522

tOtAl AssEts 7, 8, 9  5 596 828  5 163 996

liABiliTiEs AND OwNEr's CAPiTAl

liabilities

short-term borrowing    27    29

Borrowing associated with repurchase agreements   32 338   69 147

cash collateral received   54 264   48 064

Unsettled trades   28 970   7 654

Financial derivatives   5   3 071    972

other liabilities    303    395

management fee payable   4   1 369   2 889

total liabilities    120 342   129 150

owner's capital  5 476 486  5 034 846

tOtAl liABilitiEs AND OWNER's CAPitAl 7, 8, 9  5 596 828  5 163 996

* see notes 1, 2 and 9 for details regarding restated comparatives.
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sTATemenT oF cAsh Flows

amounts in noK million, received (+) / paid (-)
year-to-date 
30.06.2014

year-to-date 
30.06.2013 

restated*
2013 

 restated*

Operating activities

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

- 938    17   1 396

net cash flow in connection with repurchase agreements and reverse repurchase 
agreements

- 41 424   9 779   27 128

net cash flows arising from purchase and sale of equities and units - 32 848 - 117 382 - 24 851

net cash flows arising from purchase and sale of bonds and other fixed-income 
instruments

- 88 795 - 82 950 - 361 384

net cash flows arising from purchase and sale of real estate - 7 632 - 14 283 - 22 757

net cash flows arising from financial derivatives - 1 553    277 - 285

dividends received from investments in equities and units   49 448   41 189   72 637

Interest received on bonds and other fixed-income instruments   31 290   24 755   49 511

Income received in connection with equity and bond lending   1 607   1 744   2 620

net cash flow arising from real estate operations    889   2 123   4 453

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

  6 200   17 356   15 063

net cash flow related to other expenses, other assets and other liabilities    770   2 217 - 1 324

net cash flow arising from tax payments and refunds - 1 300 - 2 033 - 2 800

management fee paid to norges Bank** - 2 889 - 2 193 - 2 193

Net cash outflow from operating activities - 87 175 - 119 384 - 242 786

Financing activities

Inflow from the norwegian government***   88 966   120 689   240 934

Net cash inflow from financing activities   88 966   120 689   240 934

Net change in cash and cash equivalents

cash and cash equivalents at 1 January   3 953   5 845   5 845

net cash payments in the period    1 791   1 305 - 1 852

net foreign exchange gains and losses on cash and cash equivalents     95 - 293 - 40

Cash and cash equivalents at end of period   5 839   6 857   3 953

Cash and cash equivalents comprise:

Bank deposits   5 866   6 876   3 982

short-term borrowing - 27 - 19 - 29

total cash and cash equivalents at end of period   5 839   6 857   3 953

* see notes 1, 2 and 9 for details regarding restated comparatives.
** management fee shown in the statement of cash flows 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.
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sTATemenT oF chAnGes In owneR’s cAPITAl

amounts in noK million
inflows  

from owner
retained 
 earnings

translation reserve  
foreign subsidiaries

total owner’s 
capital*

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

effect of changes in accounting policies . - 8    8    0

1 January 2013 restated**  3 057 740   755 836 .  3 813 576

Total comprehensive income restated** .   460 881 .   460 881

Inflows during the period*   120 800 . .   120 800

30 June 2013  3 178 540  1 216 717 .  4 395 257

1 January 2013 restated**  3 057 740   755 836 .  3 813 576

Total comprehensive income restated** .   980 069 .   980 069

Inflows during the period*   241 201 . .   241 201

31 December 2013  3 298 941  1 735 905 .  5 034 846

1 January 2014  3 298 941  1 735 905 .  5 034 846

Total comprehensive income .   353 240 .   353 240

Inflows during the period*   88 400 . .   88 400

30 June 2014  3 387 341  2 089 145 .  5 476 486

* Total owner’s capital corresponds to the ministry of Finance’s krone account in norges Bank. of the total inflows to the krone account of the 
Government Pension Fund Global in the first half of 2014, nok 2.9 billion was used to pay the 2013 accrued management fee to norges Bank and 
nok 85.5 billion was transferred into the investment portfolio. comparative amounts for the first half of 2013 were nok 2.2 billion and nok 118.6 
billion, respectively.

** see notes 1, 2 and 9 for details regarding restated comparatives.
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noTe 1 AccoUnTInG PolIcIes 

1 BAsis OF ACCOUNTiNG 
general
Norges Bank is Norway’s central bank. the bank 
manages Norway’s foreign exchange reserves and the 
government Pension Fund global. Norges Bank’s 
interim financial statements, which only include the 
financial reporting for the government Pension Fund 
global, are prepared in accordance with international 
Financial Reporting standards as adopted by the EU 
(iFRs). the regulation concerning the annual financial 
reporting for Norges Bank, which has been laid down 
by the Ministry of Finance, requires Norges Bank’s 
financial statements to include the financial reporting 
the government Pension Fund global, which shall be 
prepared in accordance with iFRs.

Norges Bank prepares quarterly financial statements, 
which solely comprise the quarterly financial reporting 
of the government Pension Fund global, with closing 
dates of 31 March, 30 June and 30 september. the 
quarterly financial statements for Norges Bank are 
prepared in accordance with iAs 34 Interim Financial 
Reporting.

the financial statements are presented in Norwegian 
kroner (NOK), rounded to the nearest million kroner. 

the quarterly financial statements are prepared using 
the same accounting policies and calculation methods 
as used for the annual financial statements as at  
31 December 2013, with the exception of changes 
specified in section 2. Norges Bank’s accounting 
policies are presented in Norges Bank’s annual financial 
statements 2013 and an extract of the policies relevant 
for the investment portfolio are also presented in the 
government Pension Fund global annual report 2013. 
the quarterly financial statements should also be read 
in conjunction with Norges Bank’s annual financial 
statements 2013.

2 NEw/AMENDED sTANDArDs iMPlEMENTED As 
PEr 1 JANUAry 2014 
iFRs 10 Consolidated Financial Statements
As per 1 January 2014, Norges Bank has adopted iFRs 10. 
iFRs 10 supersedes iAs 27 Consolidation and separate 
Financial statements and siC-12 Consolidation – Special 
Purpose Entities. iFRs 10 defines an investment entity 
and introduces a mandatory exemption for 
consolidation for investment entities.

An investment entity under iFRs 10 is an entity that:

a) Obtains funds from one or multiple investors to 
deliver professional investment services to the 
investor(s)

b) Commits itself towards investor(s) to invest funds 
solely for capital appreciation, investment income 
or both, and

c) Measures and evaluates returns for substantially all 
investments based on fair value.

it is concluded that the government Pension Fund 
global meets the definition of an investment entity. 

this means that investments in subsidiaries are no 
longer consolidated, but measured at fair value 
through profit or loss. this is a change in presentation 
and has no effect on profit or loss. An exception to this 
is subsidiaries providing investment related services 
for the government Pension Fund global which are not 
investment entities in their own right. these will 
continue to be consolidated, but there are no such 
subsidiaries as per 30 June 2014. subsidiaries that are 
measured at fair value through profit or loss are 
presented in the balance sheet as Real estate. 

the change in accounting policy has been implemented 
retrospectively in accordance with the transitional 
provisions of iFRs 10. 

see note 2 significant estimates and critical accounting 
judgments and note 9 Effect of changes in accounting 
policies for more information.

noTes To The  
FInAncIAl RePoRTInG
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iFRs 11 Joint Arrangements and iAs 28 Associates and 
Joint Ventures (revised 2011) and related amendments
As per 1 January 2014, Norges Bank has adopted  
iFRs 11 as well as the revised iAs 28 and amendments 
related to these standards. As the government Pension 
Fund global is considered to be an investment Entity 
under iFRs 10, as described in the previous section, 
iFRs 11 and the changes to iAs 28 have had no impact 
on the financial reporting.

iFRs 12 Disclosure of Interests in Other Entities 
As per 1 January 2014, Norges Bank has adopted iFRs 
12, inclusive of amendments. 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. the amendments also 
require detailed disclosure related to investment 
entities. these requirements will be included in the 
annual report 2014. Apart from this, Norges Bank does 
not expect that implementation will have a significant 
impact on the financial reporting.

iAs 32 Financial Instruments: Presentation
As per 1 January 2014, Norges Bank has adopted the 
amendments to iAs 32 regarding offsetting of financial 
assets and financial liabilities. the amendments to  
iAs 32 clarify offsetting criteria and prescribe the 
application, in particular the definition of a legally 
enforceable right of off-set and when gross settlement 
systems are considered equivalents of net settlement. 
these amendments have no impact on the financial 
reporting.

Currency
As a consequence of not consolidating subsidiaries 
after implementation of iFRs 10, there will be no more 
translation differences in total comprehensive income. 
these effects will be included in profit or loss.

3 iAsB FiNAl sTANDArDs AND iFriC 
iNTErPrETATiONs wiTh ExPECTED EU 
ENDOrsEMENT DATE AFTEr 2014
there are no iFRs standards or iFRiC interpretations 
approved by the iAsB during the first half of 2014 with  
a material effect for the financial reporting of Norges 
Bank. For a comprehensive overview of new standards 
and amendments not yet implemented, reference is 
made to note 1 in Norges Bank’s annual financial 
statements 2013.

noTe 2 sIGnIFIcAnT esTImATes And 
cRITIcAl AccoUnTInG JUdGemenTs 

the preparation of the financial statements of Norges 
Bank, which include the financial reporting for the 
government Pension Fund global in accordance with 
the accounting policies in note 1, 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. For additional information on 
significant estimates and critical accounting 
judgements, see note 2 in Norges Bank’s annual 
financial statements 2013, which are also presented as 
an extract in the government Pension Fund global’s 
annual report 2013. 

Fair value of subsidiaries
subsidiaries are measured at fair value. the fair value of 
the entities is the sum of the fair values of all assets, less 
liabilities measured at fair value. substantially, this 
comprises investment property and external debt. 

Fair value of investment property is based on external 
valuations, or recently completed comparable 
transactions in comparable markets. Determining the 
fair value of such valuations involves the use of 
estimated future cash flows from the assets (based on 
assumptions such as occupancy, tenant profiles, future 
income streams, values of equipment and the property’s 
condition) and discount rates for such assets.

Assessment of whether the Government Pension Fund 
Global is an investment entity
Norges Bank has implemented iFRs 10 in 2014, which 
introduces an exemption from consolidation for 
reporting entities that qualify as investment entities. 
As part of the requirements specified in note 1 
Accounting policies, an investment entity shall have a 
strategy that defines the time horizon for the 
realization of investments. the government Pension 
Fund global has a very long time horizon. After an 
overall assessment, it has been concluded that the 
government Pension Fund global meets the criteria  
in the definition of an investment entity.
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noTe 3 sPecIFIcATIon oF ReTURns PeR AsseT clAss

noTe 4 mAnAGemenT cosTs

Management costs comprise operating expenses 
relating to the management of the government 
Pension Fund global. Management costs incurred by 
Norges Bank as the asset manager are specified in 
table 4.1. Real estate subsidiaries also incur 
administrative expenses. these expenses are charged 
directly to the line Net income/expense – gains/losses 
from: Real Estate, see the specification in table 4.2.

Management costs are covered by the Ministry of 
Finance up to a certain limit. the limit for management 
costs is 9 basis points for 2014, and includes both 
mentioned elements excluding performance-based 
fees to external managers. Management costs incurred 
in subsidiaries that are included in the limit (see 
specification in table 4.2) are not charged to Norges 
Bank as the asset manager, and are deducted from the 
refunded amount (management fee). 

total management costs excluding performance-based 
fees, which are measured against the limit, amount to 
NOK 1 279 million on a year-to-date basis. this amount 
comprises NOK 1 241 million in Norges Bank operating 
expenses excluding performance-based fees and  
NOK 38 million in operating expenses in subsidiaries. 
this corresponds to 5.0 basis points of assets under 
management on an annual basis.

total management costs including performance-based 
fees amount to NOK 1 407 million on a year-to-date 
basis, and comprise NOK 1 369 million in total Norges 
Bank operating expenses related to the management 
of the government Pension Fund global and NOK  
38 million in operating costs in subsidiaries. this 
corresponds to 5.5 basis points of assets under 
management on an annual basis.

table 3.1 specification of returns per asset class

amounts in percent 2q 2014 1q 2014 4q 2013 3q 2013 2q 2013 1q 2013
year-to-date 
30.06.2014

returns in international currency

Return on equity investments  4.01  1.47 7.41 7.64 0.89 8.25  5.54 

Return on fixed-income investments  2.04  2.05 0.13 0.32 -1.40 1.06  4.13 

Return on real estate investments  3.04  1.99 3.67 4.09 3.94 -0.34  5.09 

Return on fund  3.25  1.70 4.66 4.99 0.06 5.45  5.01 

Return on equity and fixed-income 
investments

 3.26  1.70 4.67 5.00 0.03 5.49  5.01 

Return on benchmark equity and  
fixed-income indices

 3.38  1.68 4.55 4.87 -0.28 5.16  5.12 

Relative return on equity and fixed-income 
investments

 -0.13  0.01 0.12 0.13 0.31 0.32  -0.11 

Relative return on equity investments  -0.17  0.07 0.15 0.27 0.34 0.32  -0.10 

Relative return on fixed-income 
investments

 -0.07  -0.07 -0.02 -0.25 0.29 0.22  -0.14 

returns in kroner

Return on equity investments  7.09  0.39 8.30 8.54 4.59 10.83  7.51 

Return on fixed-income investments  5.06  0.96 0.96 1.15 2.22 3.46  6.07 

Return on real estate investments  6.09  0.90 4.53 4.96 7.75 2.03  7.04 

Return on fund  6.31  0.61 5.53 5.86 3.73 7.96  6.96 

Return on equity and fixed-income 
investments

 6.31  0.61 5.54 5.87 3.70 8.00  6.96 

Returns in the table above are a reproduction of return 
information in table 1-9 in the quarterly report chapter 
Key figures. For additional information on the method 

used in the return calculation, see government Pension 
Fund global annual report 2013, note 3.
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table 4.1 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 4.1 specification management fee

amounts in noK million
2q 

2014
2q 

2013

year-
to-date 

30.06.2014
basis 

points

year-
to-date 

30.06.2013
basis 

points 2013
basis 

points

salary, social security and other personnel related 
costs

 172  151  350  312  709

custody and settlement costs  108  105  229  208  423

IT-services, systems and data*  114  112  233  219  454

Research, consulting and legal fees*  36  31  72  39  99

other costs  32  24  63  42  103

Allocated common costs norges Bank  28  25  57  50  104

Base fees to external managers  133  97  237  191  313

Management fee excluding performance-based fees  623  545 1 241 4.8 1 060 5.2 2 205 5.0

Performance-based fees to external managers** - 188  244  128  306  684

total management fee  435  789 1 369 5.3 1 366 6.7 2 889 6.6

* From the third quarter of 2013, outsourced IT and analysis costs were moved and presented as respectively IT-services, systems and 
data and Research, consulting and legal fees. comparative amounts for the second quarter of 2013 have been restated.

** Performance-based fees to external managers are negative, due to the release of provisions.

table 4.2 specification operating expenses, real estate

amounts in noK million 2q 2014 2q 2013
year-to-date 
30.06.2014

year-to-date 
30.06.2013 2013

salary, social security and other personnel related costs 7  5  13  9  20 

IT-services, systems and data, outsourced administrative services 3  1  6  3  6 

Research, consulting and legal fees 4  2  8  3  14 

Fees related to real estate asset management (external) 1  3  3  6  11 

other costs, subsidiaries 4  3  8  6  10 

total operating expenses, real estate subsidiaries included in 
Norges Bank's management fee limit and charged directly to  
the portfolio profit and loss

19 14 38 27 61

the expenses specified in table 4.2 are included in Net 
income/expenses – gains/losses from: Real Estate and 
are paid with funds belonging to the subsidiaries, and 

accounted for in the government Pension Fund global 
income statement as part of the fair value 
measurement of the subsidiaries. 

Fees to external managers and custody and settlement 
fees are invoiced directly and paid individually for each 
portfolio managed by Norges Bank. 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 composition. 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.

table 4.2 gives a specification of operating expenses in 
real estate related subsidiaries that are included in 
Norges Bank’s management fee limit.
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noTe 5 eQUITIes And UnITs / Bonds And oTheR FIxed Income InsTRUmenTs / 
FInAncIAl deRIvATIves

table 5.1 specification equities and units

30.06.2014 31.12.2013

amounts in noK million

fair value 
including 
dividends

accrued 
dividends

fair value 
including 
dividends

accrued 
dividends

Equities and units

listed equities and units  3 347 091  6 164  3 133 467  3 215

total equities and units  3 347 091  6 164  3 133 467  3 215

Of which equities lent  205 685  161 150

table 5.2 specification bonds and other fixed-income instruments

30.06.2014 31.12.2013

amounts in noK million
nominal 

value*

fair value 
incl. accrued 

interest
accrued 
interest

nominal 
value*

fair value 
incl. accrued 

interest
accrued 
interest

Bonds and other  
fixed-income instruments

Government bonds  1 203 716  1 275 685  9 969  1 134 335  1 180 774  9 896

Government-related bonds  258 193  274 591  2 858  216 521  226 408  2 519

Inflation-linked bonds  27 429  33 801  135  25 933  30 318  154

corporate bonds  286 994  304 761  3 428  237 584  246 288  3 170

securitised bonds  164 709  178 435  2 057  185 049  196 475  3 161

total bonds and other  
fixed-income instruments

 1 941 041  2 067 273  18 447  1 799 421  1 880 263  18 900

Of which bonds lent  35 102  75 807

* nominal value comprises the principal translated into nok at the exchange rate on the balance sheet date.

table 5.3 specification financial derivatives

fair value 30.06.2014 fair value 31.12.2013*

amounts in noK million asset liability net asset liability net

Financial derivatives

Foreign exchange contracts  809  1 671 - 862  460  273  187

swap contracts  219  1 400 - 1 181  574  699 - 125

options  1 372  -  1 372  382 -  382

total financial derivatives  2 400  3 071 - 671  1 416  972  444

* From first quarter 2014, variation margin is considered settlement of exchange traded futures and equity swaps. In the comparative 
amounts, these instruments have been reclassified from Financial derivatives to Deposits in banks. The change has no impact on the 
income statement.
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noTe 6 ReAl esTATe

Real estate in the investment portfolio of the 
government Pension Fund global comprises unlisted 
investments. Real estate investments are held through 
subsidiaries of Norges Bank. the government Pension 
Fund global’s investments in real estate are financed 
with equity, loans or a combination of the two. the 
cash flow to the government Pension Fund global is 
dividend and interest income, and repayments of loans 
and paid-in capital. the cash flow is based on received 
rental income less operating expenses and paid taxes.

subsidiaries are measured at fair value through profit 
and loss and presented on one line in the balance sheet 

of the government Pension Fund global as Real estate. 
the fair value of the entities is the sum of the fair 
values of all assets, less liabilities at fair value. this 
mainly comprises investment property and external 
debt. 

Changes in fair value of the shares in subsidiaries are 
included in the income statement of the government 
Pension Fund global as Net income/expense – gains/
losses from: Real estate. the most significant income-, 
value change- and expense elements included in this 
line are specified in table 6.1.

table 6.1 Net income/expense – gains/losses from: Real estate

amounts in noK million 2q 2014 2q 2013
year-to-date 
30.06.2014

year-to-date 
30.06.2013 2013

net rental income*  732  502  1 582  869  2 215

Fair value changes – investment property  1 486  344  2 153  549  1 539

Fair value changes – debt - 121  246 - 151  198  336

Transaction costs - 2 - 10 - 95 - 78 - 201

Interest expense external debt - 68 - 61 - 133 - 106 - 239

Tax expense payable - 18 - 19 - 43 - 30 - 64

change in deferred tax - 57 - 80 - 81 - 94 - 182

operating expenses within the limit from the  
ministry of Finance**

- 19 - 14 - 38 - 27 - 61

other expenses*** - 50 - 2 - 95 - 5 - 107

Net income/expenses – gains/losses from:  
Real estate

 1 883  906  3 099  1 276  3 236

* net rental income mainly comprises received and earned rental income, minus costs relating to the operation and maintenance of 
properties. 

** see table 4.2 for specification of the operating expenses that are part of the management fee limit from the ministry of Finance.
*** other expenses comprise fees to external managers for management of the properties, as well as other costs not included in the 

management fee limit from the ministry of Finance.

table 6.2 shows the profit/loss on the real estate asset 
class and, in addition to the specification in table 6.1, 

also includes income and expenses that arise on a 
government Pension Fund global level.

table 6.2 income statement – real estate asset class

amounts in noK million 2q 2014 2q 2013
year-to-date 
30.06.2014

year-to-date 
30.06.2013 2013

net income/expenses – gains/losses from: 

 - Real estate  1 883  906  3 099  1 276  3 236

 - Financial derivatives  - - 23   51   1 - 23

Tax expense  80 -  40 - - 39

other expenses  1 -  -  - - 2

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

 1 964   883  3 190  1 277  3 172
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table 6.3 specifies the changes in carrying amounts for 
the line Real estate.

table 6.3 Changes in carrying amounts Real estate

amounts in noK million 30.06.2014 31.12.2013

Real estate, opening balance 1 January  51 032  25 008

Additions new investments  6 518  22 460

Improvements existing investments   359   296

Fair value changes – investment property  2 153  1 540

Fair value changes – debt - 151   336

net change paid-in capital   962 - 3 004

net change other assets and liabilities - 101   182

Foreign currency translation effect   989  4 214

Real estate, closing balance for the period  61 761  51 032

table 6.4 shows the assets and liabilities for the real 
estate asset class and, in addition to the specification 

in table 6.3, also includes assets and liabilities on a 
government Pension Fund global level.

table 6.4 Assets and liabilities – real estate asset class

amounts in noK million 30.06.2014 31.12.2013

deposits in banks   131   609

Real estate  61 761  51 032

Financial derivatives   243   190

other assets*   870   18

other liabilities   0 - 54

total assets and liabilities – real estate asset class  63 005  51 794

*  other assets comprise of balances between the real estate portfolio and other asset classes.

noTe 7 FAIR vAlUe meAsURemenT

All assets and liabilities measured at fair value have 
been 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 pricing uncertainty. Holdings 
allocated to level 3 are priced using models with 
considerable use of unobservable inputs, which implies 
substantial uncertainty regarding the establishment of 
fair value.
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table 7.1 specification of investments by level of valuation uncertainty

level 1 level 2 level 3 total

amounts in noK million 30.06.2014 31.12.2013 30.06.2014 31.12.2013 30.06.2014 31.12.2013 30.06.2014 31.12.2013

Equities and units  3 311 637  3 130 980  33 249   734  2 205  1 753  3 347 091  3 133 467
Government bonds  1 076 638  1 021 481  199 047  159 293  -  -  1 275 685  1 180 774
Government-related bonds  222 625  173 767  51 544  52 134   422   507  274 591  226 408
Inflation-linked bonds  27 846  26 676  5 955  3 642  -  -  33 801  30 318
corporate bonds   698  2 062  303 476  243 194   587  1 032  304 761  246 288
securitised bonds  145 615  153 273  32 352  43 170   468   32  178 435  196 475
total bonds  1 473 422  1 377 259  592 374  501 433  1 477  1 571  2 067 273  1 880 263
Financial derivatives (assets)  -   192  2 400  1 224  -  -  2 400  1 416
Financial derivatives (liabilities)  -  - - 3 071 - 972  -  - - 3 071 - 972
total financial derivatives  -   192 - 671   252  -  - - 671   444
Real estate . . . .  61 761  51 032  61 761  51 032
deposits in banks . .  5 866  3 982 . .  5 866  3 982
lending associated with 
reverse repurchase agreements

. .  89 964  89 189 . .  89 964  89 189

other assets . .  3 398  3 522 . .  3 398  3 522
Unsettled trades (asset) . .  19 075  1 125 . .  19 075  1 125
Unsettled trades (liability) . . - 28 970 - 7 654 . . - 28 970 - 7 654
short-term borrowing . . - 27 - 29 . . - 27 - 29
Borrowing associated with 
repurchase agreements

. . - 32 338 - 69 147 . . - 32 338 - 69 147

cash collateral received . . - 54 264 - 48 064 . . - 54 264 - 48 064
other liabilities . . - 303 - 395 . . - 303 - 395
total other . .  2 401 - 27 471 . .  2 401 - 27 471
total  4 785 059  4 508 431  627 353  474 948  65 443  54 356  5 477 855  5 037 735

Valuation uncertainty for the government Pension 
Fund global in total at the end of the second quarter of 
2014 is practically unchanged compared to year-end. 
For the equity and fixed income asset classes, there 
have not been significant changes to the composition 
of the portfolios. the value of level 3 holdings within 
these asset classes has been stable throughout the 
quarter, and constitutes approximately 0.07 percent  
of the total holdings. the value of level 2 bonds as a 
percent of the total bond holdings has increased by  
2 percentage points since year-end, but is unchanged 
from the previous quarter. the increase is mainly due 
to a combination of purchases of treasuries in 
emerging markets and corporate bonds in developed 
markets, as well as a reclassification of bonds from 
level 1 to level 2. the relative increase in equities 
classified as level 2 is mostly caused by a 
reclassification from level 1 securities, as a result of 
changed pricing methods. 88 percent of the total 
holdings in the equity- and bond portfolios are 
classified as level 1.

From the first quarter of 2014, subsidiaries are no 
longer consolidated. instead, investments in 
subsidiaries are measured at fair value through profit  
or loss. this value is arrived at by aggregating the fair 
values of all assets, less liabilities measured at fair 

value in the subsidiaries. Any valuation uncertainty  
is therefore related to the underlying assets and 
liabilities, mainly the investment properties and 
external debt. see note 2 significant estimates and 
critical accounting judgements for information 
regarding the fair value measurement of real estate 
subsidiaries as a result of the implementation of iFRs 
10, and note 6 Real estate.

External valuations are collected for all properties at 
the end of each quarter. Properties constitute the 
major part of the balance sheet line Real estate. All 
properties are measured according to estimated fair 
value from external valuers, with the exception of 
newly acquired properties where the purchase price is 
considered to be the best estimate of fair value. the 
increase in real estate classified as level 3 is mostly 
due to positive fair value changes as described in note 
6 Real Estate. Valuation uncertainty related to real 
estate investments is mainly unchanged compared to 
year-end. 

For information on the control environment and 
valuation techniques related to fair value 
measurement, reference is made to note 12 in the 
government Pension Fund global annual report 2013.
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noTe 8 RIsk

MArKET risK
Market risk is the risk of changes in the value of the 
portfolio due to movements in equity prices, interest 
rates, exchange rates and credit spreads. Norges Bank 
measures market risk both absolute and relative to the 
benchmark index for holdings in the investment 
portfolio of the government Pension Fund global.

Asset class per country and currency
the investment portfolio of the government Pension 
Fund global is invested across several asset classes, 
countries and currencies as shown in table 8.1. 

table 8.1 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 30.06.2014 market 31.12.2013 30.06.2014 31.12.2013 30.06.2014 31.12.2013

equities Developed 89.9 Developed 90.2

United states 29.4 United states 29.2

United kingdom 14.3 United kingdom 14.8

France 6.8 Japan 6.7

Germany 6.7 Germany 6.7

Japan 6.6 France 6.7

Total other 26.0 Total other 26.1

Emerging 10.1 Emerging 9.8

china 2.5 china 2.5

Taiwan 1.5 Taiwan 1.4

Brazil 1.3 Brazil 1.3

India 1.0 Russia 0.7

Russia 0.7 India 0.7

Total other 3.2 Total other 3.1

total Equities 61.28 61.67  3 356 574  3 106 945

Fixed income Developed 86.6 Developed 88.0

Us dollar 37.5 Us dollar 38.4

euro 26.8 euro 27.8

Japanese yen 8.0 Japanese yen 7.4

British Pound 5.5 British Pound 5.2

canadian dollar 3.4 canadian dollar 3.5

Total other 5.5 Total other 5.8

Emerging 13.4 Emerging 12.0

mexican Peso 2.0 mexican Peso 1.7

Brazilian Real 1.7 south korean won 1.6

south korean won 1.6 Brazilian Real 1.5

Russian Rouble 1.3 Russian Rouble 1.3

Turkish lira 1.0 Polish Zloty 0.8

Total other 5.8 Total other 5.1

total Fixed income 37.57 37.30  2 058 276  1 878 996

Real estate United states 25.6 United kingdom 27.0

United kingdom 25.5 France 22.5

France 19.0 United states 18.7

switzerland 11.5 switzerland 13.8

Germany 7.1 Germany 8.5

Total other 11.3 Total other 9.6

total Real estate 1.15 1.03  63 005  51 794
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Volatility
Norges Bank uses risk modelling to quantify the risk of 
changes in values associated with all or parts of the 
portfolio. One of the risk measures is expected volatility. 

tables 8.2 and 8.3 present risk both in terms of the 
portfolio’s absolute risk and in terms of the relative risk. 
Real estate investments are only included in absolute 
volatility calculations. 

table 8.2 Portfolio risk in terms of expected volatility, in percent

expected volatility, actual portfolio 

30.06.2014 min 2014 max 2014 average 2014 31.12.2013 min 2013 max 2013 average 2013

Portfolio  8.9  8.9  9.3  9.1  9.3  8.5  9.4  9.0 

equities  13.7  13.6  14.4  14.0  14.2  13.7  14.4  14.1 

Fixed income  8.5  8.4  8.9  8.6  8.7  8.3  8.9  8.6 

table 8.3 Relative risk, expected relative volatility, in basis points

expected relative volatility 

30.06.2014 min 2014 max 2014 average 2014 31.12.2013 min 2013 max 2013 average 2013

Portfolio  56  49  63  56  59  32  81  53 

equities  71  55  71  62  64  33  76  51 

Fixed income  61  52  63  58  56  50  75  64 

the models that are used in the calculation of the above 
information are explained in note 13 Risk in the 2013 
annual report for the government Pension Fund global.

Risk as measured by expected volatility indicates a 
decrease for the portfolio in the second quarter of the 
year, from 9.3 at the start of the year, to 8.9. Expected 
volatility for equities has fallen from 14.2 to 13.7, while 
expected volatility for bonds decreased from 8.7 to 8.5. 
the risk measure indicates an expected an annual value 

change of 8.9 percent, or approximately NOK 490 billion, 
at the quarter-end.

CrEDiT risK
Credit risk is the risk of losses from issuers of fixed 
income instruments defaulting on their payment 
obligations. Credit risk in the bond portfolio is monitored 
among other things through the use of ratings. table 8.4 
shows the bond portfolio’s distribution on different 
credit rating categories.

table 8.4 Bond portfolio specified by credit rating

amounts in noK million, 
30.06.2014 aaa aa a bbb

lower  
rating total

Government bonds  638 852  349 891  87 908  196 182  2 851  1 275 684

Government-related bonds  125 139  106 914  11 720  27 874  2 944  274 591

Inflation-linked bonds  16 157  1 496   356  15 792   -  33 801

corporate bonds   675  29 082  141 233  128 031  5 739  304 760

securitised bonds  130 429  8 179  21 005  18 143   681  178 437

total bonds and other  
fixed-income instruments

 911 252  495 562  262 222  386 022  12 215  2 067 273

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
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the share of bond holdings categorised with a credit 
rating of AAA decreased to 44.1 percent at the quarter-
end compared to 48.3 percent at year-end 2013. this is 
mostly due to decrease in holdings of Us treasuries. 
However, the BBB category has increased to 18.7 
percent at the quarter-end compared to 17.2 percent at 
year-end, mainly due to purchases of treasuries issued 
in emerging markets and an increase in holdings of 
corporate bonds in the BBB category. the credit quality 
of the bond portfolio in total has declined somewhat 
since year-end 2013, as a result of this.

COUNTErPArTy risK
Counterparty risk is the risk of loss related to the 
possible bankruptcy or other similar event leading to  
a counterparty not being able to fulfil its payment 
obligations. 

in table 8.5, the counterparty risk exposure is shown 
per type of activity/instrument type.

 
table 8.5 Counterparty risk by type of position

amounts in noK million, 30.06.2014
Gross 

exposure
effect of  

netting
collateral and 

guarantees
net  

exposure

Time deposits and unsecured bank deposits*  5 866 - -  5 866

oTc derivatives including foreign exchange 
contracts

 5 320  3 554   35  1 731

Repurchase and reverse repurchase 
agreements

  554   37 -   516

securities lending transactions  21 375 -  20 052  1 324

cash and bonds posted as collateral for 
futures trades

 3 095 - -  3 095

settlement risk towards broker and long 
settlement transactions

  929 - -   929

total  37 139  3 591  20 087  13 461

amounts in noK million, 31.12.2013
Gross 

exposure
effect of  

netting
collateral and 

guarantees
net  

exposure

Time deposits and unsecured bank deposits*  3 933   -   -  3 933

oTc derivatives including foreign exchange 
contracts**

 4 652  1 948   298  2 406

Repurchase and reverse repurchase 
agreements

  660   86   -   574

securities lending transactions  18 542   -  11 008  7 534

cash and bonds posted as collateral for 
futures trades**

 2 997   -   -  2 997

settlement risk towards broker and long 
settlement transactions

  -   -   -   -

total  30 784  2 034  11 306  17 444

* The amount includes bank deposits in real estate subsidiaries that are not consolidated.
** The methodology for calculation of counterparty exposure for securities lending transactions and contract for difference transactions 

is adjusted. cash pledged as collateral for contract for difference transactions is now presented in the line OTC derivatives including 
foreign exchange contracts. comparatives for 2013 are restated.

table 8.5 shows counterparty risk by type of position 
as at 30 June 2014. Counterparty risk measured in net 
exposure is decreased since year-end 2013. this is 
mainly due to the fact that security lending agents have 
extended their guarantee responsibilities. However, 

counterparty risk measured in gross exposure has 
increased since year-end and this is mainly due to 
increased equity securities lending, together with high 
cash levels at the quarter-end.
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noTe 9 eFFecT oF chAnGes In AccoUnTInG PolIcIes

As a consequence of the implementation of iFRs10, 
Norges Bank has changed the accounting policies 
related to subsidiaries established as a part of the 
management of the government Pension Fund global. 
subsidiaries previously consolidated are now measured 
at fair value through profit or loss and presented on 
one balance sheet line as Real estate. the change has 
been implemented retrospectively. Quantitative 
information is presented for the financial year 
immediately preceding the date of implementation,  
i.e. the financial year 2013. Additionally, the effect on 
Owner’s capital is specified as at 1 January 2013. 

in the income statement, revenues and expenses that 
were previously consolidated are now presented 
together on the line Net income/expenses and gains/
losses from: Real estate. in addition, the translation 
reserve arising from consolidation of foreign 
subsidiaries is reclassified from comprehensive income 
to Foreign exchange gains and losses in the income 

statement. similarly, assets and liabilities previously 
consolidated are presented together on the line Real 
estate. 

in Owner’s capital, the accumulated translation reserve 
from consolidation of foreign subsidiaries is reclassified 
to retained earnings.

Comparative amounts have been restated according to 
the transition provisions and the effect is presented in 
tables 9.1–9.3 below. see also note 1 Accounting 
policies and note 2 significant estimates and critical 
accounting judgements.

table 9.1 shows the effect of changes in accounting 
principles on the income statement. Negative signs 
mean a decrease of income or increase of expenses. 
Positive signs mean an increase of income or decrease 
of expenses.

table 9.1 Effects of changes in accounting policies – income statement

change 2013

amounts in noK million 1q 2013 2q 2013 3q 2013 4q 2013 reported
effect of 

ifrs 10 restated

iNCOME sTATEMENT

net income/expenses and gains/losses from:

- Financial assets real estate - 187 - 141 - 214 - 373  915 - 915  -

- Investment properties - 66 - 377 - 112 - 152  707 - 707 -

-  Jointly controlled entities and associates 
real estate*

- 115 - 358 - 413 - 960  1 846 - 1 846 -

- Real estate  370  909  855  1 102 .  3 236  3 236

Tax expense  20  73  18  47 - 1 291  158 - 1 133

other interest income and interest expense* - 39 - 129 - 157  324  2 -  2

other expenses  17  23  23  11 - 100  74 - 26

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

- - - -  691 530 -  691 530

Foreign exchange gains and losses  180  199 - 2  3 280  287 771  3 657  291 428

Profit/loss for the period  180  199 - 2  3 280  976 412  3 657  980 069

sTATEMENT OF COMPrEhENsivE iNCOME

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

- 180 - 199  2 - 3 280  3 657 - 3 657 -

total comprehensive income - - - -  980 069 -  980 069

*  other interest income and interest expense was reclassified in 4Q 2013 to Net income/expenses and gains/losses from: Jointly controlled entities 
and associates real estate.
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tables 9.2 and 9.3 show the effect of changes in 
accounting principles on the balance sheet and owner’s 
capital. Negative signs mean a reduction of assets, 

liabilities or owner’s capital. Positive signs mean an 
increase of assets, liabilities or owner’s capital.

table 9.2 Effects of changes in accounting policies – balance sheet

31.12.2013

amounts in noK million reported effect of ifrs 10 restated

AssETs

total assets*  5 164 450 - 454  5 163 996

of which

Deposits in banks*  4 111 - 129  3 982

Financial assets real estate  7 426 - 7 426 -

Jointly controlled entities and associates real estate  32 261 - 32 261 -

Real estate .  51 032  51 032

Other assets .  3 522  3 522

Other financial assets  3 917 - 3 917 -

Investment properties  11 267 - 11 267 -

Other non-financial assets  8 - 8 -

liABiliTEs AND OwNEr's CAPiTAl

total liabilities*  129 604 - 454  129 150

of which

Other liabilities  849 - 454  395

Owner's capital  5 034 846 -  5 034 846

of which

Retained earnings  1 732 256  3 649  1 735 905

Translation reserve foreign subsidiaries  3 649 - 3 649 -

*  From first quarter 2014, variation margin is considered settlement of exchange traded futures and equity swaps. In the column 
Reported these instruments have been reclassified from Financial derivatives to deposits in banks. The change has no impact on the 
income statement.

table 9.3 Effects of changes in accounting principles – owner’s capital

01.01.2013

amounts in noK million reported effect of ifrs 10 restated

Owner's capital  3 057 740 -  3 057 740

of which

Retained earnings  755 844 - 8  755 836

Translation reserve foreign subsidiaries - 8  8 -
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To the Supervisory Council of Norges Bank

RePoRT on RevIew oF  
InTeRIm FInAncIAl InFoRmATIon

We have reviewed the financial reporting of the Government Pension Fund Global. Subsidiaries of 
Norges Bank that exclusively constitute investments as part of the management of the investment 
portfolio of the Government Pension Fund Global are included in the financial reporting. The 
financial reporting comprise the balance sheet as at June 30, 2014, the income statement, the 
statement of comprehensive income, the statement of changes in owner’s capital, the statement of 
cash flows for the six-month period then ended and selected explanatory notes. The Executive 
Board and management are responsible for the preparation and presentation of this interim 
financial information in accordance with International Accounting Standard 34 “Interim Financial 
Reporting” as adopted by the EU. Our responsibility is to express a conclusion on this interim 
financial information based on our review.

Scope of review
We conducted our review in accordance with International Standard on Review Engagements 2410, 
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. 
A review of interim financial information consists of making inquiries, primarily of persons 
responsible for financial and accounting matters, and applying analytical and other review 
procedures. A review is substantially less in scope than an audit conducted in accordance with 
international standards on auditing, and consequently does not enable us to obtain assurance that 
we would become aware of all significant matters that might be identified in an audit. Accordingly, 
we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the interim 
financial information is not prepared, in all material respects, in accordance with International 
Accounting Standard 34 “Interim Financial Reporting” as adopted by EU.

Oslo, 6 August 2014
Deloitte AS 

Aase Aa. Lundgaard (signed)
State Authorized Public Accountant (Norway) 

translation from the original Norwegian version

Financial reporting \ Government pension fund Global \ 2Q 201432



 

issN 1893-4846

Design and illustrations: Brandlab 

Paper: galerie Art Matt 250 g / 150 g
Production: 07 Media As

Copies: 250



NORgEs BANK iNVEstMENt MANAgEMENt
Bankplassen 2, P.O. Box 1179 sentrum, N-0107 Oslo, Norway
Phone: +47 24 07 30 00, www.nbim.no


