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To safeguard and build financial wealth
for future generations
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Sources: Facts — The Norwegian Petroleum Sector 2012; Statistics Norway, Ministry of Finance, NBIM
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Large annual inflows

Government revenue from exploration, billions of kroner
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Sources: Facts — The Norwegian Petroleum Sector 2013, Ministry of Petroleum and Energy; Revised National Budget 2013, Ministry of Finance
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A large fund

Billions of US dollar and percent of Norwegian GDP
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Source: Ministry of Finance (Revised National Budget 2013), NBIM
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A fund owned by the Norwegian people

Stortinget

(Norwegian Parliament) Stortinget

Government Pension + National Budget

Fund Act * Annual white paper
+ National Accounts
MInIStry Of Flnance FINANSDEPARTEMENTET
Mandate * Quarterly and annual reports

* Investment strategy advice

Norges Bank Executive Board og<NB}go
BIM NBIM NORGES BANK
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Fiscal policy guideline — 4% real return

Petroleum revenues
+ return on investments Non-oil revenues

$ $

Pension Fund ——

Global Transfer to finance
non-oil budget deficit

Fiscal Budget

LI |

Fiscal policy guideline Expenditures
(over time spend real

return of the fund,
estimated at 4%)
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Investment objectives

Long term

High return and moderate risk e

Maintain international purchasing
power

Financial investor SN No fixed

liabilities
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What we invest In

Strategic asset allocation

Real Estate,
5%

Fixed
Income, 35%

Equities,
60%

Source: NBIM
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Why invest as we do

Real returns (1900=1 USD)
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Historic return

Annualised real returns on major asset classes, percent
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Source: Dimson, Marsh and Staunton
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Government bonds’ real yields
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Real estate investments

Selection of portfolio

Switzerland Europe



Asset mix of selected, large funds

Data as of latest annual or quarterly reports
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Source: Annual reports, NBIM calculations

Norges Bank Investment Management




0O OSLO

o LONDON

o NEW YORK

o SHANGHAI

o SINGAPORE

The challenge of ownership

NBIM

Norges Bank Investment Management




Global Equities

Average ownership percentages
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Responsible investor

Investor characteristics Active ownership focus areas

Markets:

=  Well-functioning financial markets

Corporate governance:

Financial investor
= Equal treatment of shareholders

Minority shareholder
= Shareholder influence and board

Long-term horizon accountability

Principle based Environmental and social risks:

= Children’s rights
= (Climate change
= Water management

Norges Bank Investment Management



Responsible ownership

Ownership focus areas

Determined by the Executive Board

1. Equal treatment of shareholders

LO ng te rm 2. Shareholder influence and board

accountability

3. Well-functioning, legitimate and efficient

financial markets

4. Climate change

5. Water management

Principle based 5. Children’s rights

Ownership tools
Financial investor

1. Expectation documents

Dialogue with companies

Voting rights

Shareholder proposals

Contact with regulatery authorities

Minority stakeholder

Public views

N oo o kW N

Legal action

I I Y R R
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Responsible ownership — level of interaction

Active ownership is
applied at materially
significant holdings

Principles for
responsible investment
applies to all companies

NOK 38,2 billion, §
(Q2 2013, Nestlé)
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66% 495 Companies

1.0

90%

0.5

Company Investment
contact analysis

Norges Bank Investment Management

2 006 Companies

100%,
8 253 Companies

Standard
setting &
collaboration

Risk
analysis

Principles &
expectations



Company interaction

= Voting

= Shareholder proposal
= Board nomination

= Ownership stakes

= Financial interest

BIM Norges Bank Investment Management




Voting disclosure and ownership principles
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INVESTERINGENE KONTAKT 0Sok her

isclosing voting records
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Legitimacy

As global government investor, we have to be

= respected,
= (professional in the way we do business, invest, execute)

= transparent,
= (report and explain activities)

= responsible,

= (long-term focus on sustainable value creation, and ownership
governance principles)

NBIM Strategy Plan 2011-2013




Transparency

QUARTERLY REPORT

= Annual and quarterly reports
including full IFRS financial
reporting

GOVERNMENT PENSION FUND GLOBAL
ANNUAL REPORT 2012

= Complete annual holding lists
and voting records after
general meetings published

TBINM)

et
eourmemasial suantas £ omsnies I ou Barl.

= Governing documents,

 READMORE AEDUTTHE FUND

correspondence and
research on website | EE———
= All public information .

published on www.nbim.no

ur s vatues
I B e

= B!:a E"E
e EREIER
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e
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\Norges Bank Investment Management




0O OSLO

o LONDON

o NEW YORK

o SHANGHAI

o SINGAPORE

Investment Strateqgy — Global Portfolio

NBIM

Norges Bank Investment Management




Where we Iinvest

31.12.2012




New equity markets in 2012 and 2013

Bulgaria
Croatia
Jordan

Kenya

Qatar
Romania
Kuwait (2013)
Nigeria (2013)
Oman (2013)




New fixed income markets in 2012 and 2013

Fixed income (currency)

Chile (CLP)

China (CNY)

Czech Republic (CZK)
Hong Kong (HKD)
Hungary (HUF)

Israel (ILS)

Malaysia (MYR)
Philippines (PHP)
Russia (RUB)
Thailand (THB)
Taiwan (TWD)
Colombia (2013) (COP)

NBIM Norges Bank Investment Management 28



Changing the regional allocation

Target announced in Report to the Storting Nr. 17 (2011-2012); updated 30 June 2013

Emerging markets 9% ’

Emerging markets 6% ’

Source: NBIM, Ministry of Finance
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Investments relative to GDP

31 December 2012, USD billion
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Size of economies and markets

Billion USD, September 2013
25000 r 1 25000

20000 + m GDP 4+ 20000

= Equity market cap

®m Bond market cap
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Source: Barclays
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X1

Fixed-iIncome investments

Percent. 30. June 2013
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* The market-weighted index is based on the Global Aggregate and EM Local Currency Government Universal indices of Barclays
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Source: NBIM
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Capital controls on inflows

“if the economy is operating near potential, if the level of reserves is
adequate, if the exchange rate is not undervalued, and if the flows are

likely to be transitory, then use of capital controls—in addition to
both prudential and macroeconomic policy—is justified as part of
the policy toolkit to manage inflows.”

IMF Staff Position Note
SPN/10/04




Brazil’s IOF tax on fixed income inflows
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Source: Central Bank of Brazil, Bloomberg, Itau, Natixis
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OECD Declaration on Sovereign Wealth Funds

and recipient country policies

No protectionist barriers to foreign
iInvestment

No discrimination among investors

Investment restrictions only if
legitimate national security concerns

Restrictions should be transparent
and predictable

OECD DECLARATION ON
SOVEREIGN WEALTH FUNDS AND
RECIPIENT COUNTRY POLICIES

At the OECD Ministerial Council Meeting on 4-5 June
2008 in Paris, Ministers of OECD counfries™

= Welcomed the constructive contribution that
Sovereign Wealth Funds (SWF:) make to the
economic _development of home and host
countries. To date they have been reliable, long-
term, commercially-driven investors and a force
for global financial stability.

= Recopnised that if SWE investments were
motivated by political rather than commercial
objectives, they could be a source of concem. and
that legitimate national secusity concerns could
arise.

Welcomed intemational discussions involving

understanding,

contribute to mutual trust and confidence. and

belp avoid protectionist responses that could

undermine economic growth and development

Noted that the home countries of SWFs and SWFs

themselves can enhance confidence by taking
and

Supported the work of the IMF on best practices
for SWFs as an essenfial confribution and the
contiming coordination befween the OECD and
the IMF.

Noted that the OECD for its part has been
waorking on best practices for recipient countries.
Together the IMF and OECD will help preserve
and expand an open international mvestment
environment for SWFs while safeguarding
essential security inferests.

Welcomed the Repert by the OECD Investment
Commiftee on SWFs and Recipient Coumtry
Policies**, which reflects inputs from both OECD
and emerging economies, and looked forward to
fature work, including peer monitering of policy
developments and broader comsideraion of
foreign-govemmest controlled investments.

Based on this Report, Ministers endorsed the
following policy principles for countries receiving
SWF investments. These principles reflect long-
standing OECD commitments that promote an
open global investment environment. They are
consistent with OECD couniries’ rights and
cbligations under the OECD investment
instruments.

# Recipient countries should not erect

steps to strengthen
in the SWFs.

Chrstine Lagarde, Chair of the OECD
Ministerial Council Megting and
Angsl Gurris, OECD Seerstary-General

barriers to foreign investment
¢ Recipient countries should not discriminate
among investors in like circumstances. Any
additional investment restrictions in recipient
conntries shonld only be considered when
policies of general application to both foreign
and domestic investors are inadequate to
address legitimate national security concerns.
¢ Where such national security concerns do
arise, investment safeguards by recipient
countries should be:
- transparent and predictable,
- proportional fo clearly-identified national
security risks, and
- subject o accountability in their
application.

Ministers of Chile, Estonia and Siovenia also adhered to this Declaration in the name of their government on 5 June 2008.

" This report was issued in April 2008. Devsioped
2007 10 e es'

the G7

and the in Octobar

e . it the resut of the

‘work of the thi ies. ten

paricipatng in the project and the Eurcpean Commission. The report also benefited from consultations with SWFS and business and

social partners.

©0ECD - 2008.

Source: OECD




Asset distribution — government funds

Trillion US Dollars
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Source: Bloomberg, Sovereign Wealth Funds Institute, OECD Global Pensions Statistics
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Central bank reserve assets are rising

Trillion US Dollar
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Source: Bloomberg
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Growth in global debt securities outstanding

Total debt securities, trillion US dollars, September 2013
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