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Discovery of oil in 1969 - the Ekofisk oil field

> High government take

» Petroleum important for
the economy

Photo: Kjetil Alsvik/Conoco Phillips
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Petroleum revenues are temporary and volatile

Petroleum revenues not income in

traditional sense

. . Extraction Path
» Income stemming from depletion of non-

renewable natural resources

» Transform windfall gain to permanent
increase in consumption

> Need for separating current accrual from
spending A

Consumption path after
discovery

Necessitates saving a

large part of petroleum revenues || Consumption path before

petroleum discovery
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GPFG is fully integrated with fiscal policy

Petroleum revenues

Return on investments Non-oil revenues
1 Petroleum revenues l
{e——
State Budget
)
Transfer to finance non-oil deficit 1
k Expenditures

Fiscal policy guideline

Over time spend Fund real return
(estimated at 4 percent)
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Governance structure marked by clear lines of responsibilities

The Storting — Norwegian Parliament

Government Pension Fund Act -
| l
National Budget
Annual Report to the Storting

Material changes presented to Parliament prior to implementation

Ministry of Finance

Management mandate

Regulation on risk management and reporting
Guidelines for observation and exclusion

_— —-_—
Quarterly and annual reports

Investment strategy advice

Norges Bank
Operational manager of GPFG
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High degree of transparency in Fund
management

> Prerequisite to ensure broad support for and
confidence in the management of Fund

» Management mandate states; ...greatest
possible degree of transparency within the
limats defined by a sound execution of the
management assignment

—Reporting
—Holding lists
— Voting records

> Contributes to a robust investment strategy

— Anchoring of risk profile with
stakeholders
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Mandat for forvaltningen av Statens
pensjonsfond utland

Kapittel 6. Offentlis rapportering (§§ 6-1 - 6-4)
Kapittel 7. Forholdet mellom depastementet og baken (§§ 71 -7-3)

Kapittel 8. Adgang til & fravike og 5§
81-82)

sfond utiand (SPU) som et Norges Bank
er 2005 nr 123 om Statens pensjonsfond § 2 amnet ledd. Banken
et ‘medhold av § 8-

dette mandat
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Investment strategy premised on Fund objective, investment
beliefs and Fund characteristics

Highest possible long-term financial return within a moderate level of risk
The investment strategy is in particular characterized by:

» Broad diversification

Harvesting of risk premia

A moderate degree of active management
Responsible management

Cost efficiency

Vv V V VYV VY

A clear governance structure
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The investment strategy of the Fund has evolved over time.
Important decisions are anchored in Parliament

60 % equities

40 % equities Non- government Inflation-linked Small-cap First investment in Adjusted framework for
bonds government bonds unlisted real estate responsible management

1998 2000 2002 2004 2005 2006 2007 2008 2011 2012 2014 2016

Some emerging Ethical guidelines High-yield bonds Unlisted real estate New benchmark index New regulation on
equity markets Commodity derivaties All emereing equi ty; for equity and fixed investments in unlisted
New risk management ma%‘ke%s d income investments real estate
requirements
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The investment strategy

GPFG
Strategic Benchmark Index

. Global Fixed Income
Global Equities
(excl. Norway) (excl. Norway) Global Real Estate
70 % Gov. (GDP weights) (excl. Norway)
30 % Corporates (Market weights) 0-5 %

35-40 %

«Market weights»
60 %

FTSE Group Barclays IPD

Index vendor Index vendor Return target

Global Treasury GDP

Global All-Cap weighted by country

Global Property Benchmark
Global Inflation-Linked

Global Aggregate
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GPFG is among the largest funds in the world

Market value development 1996 — 1Q 2016.

8000 - NOK billion (Iha) and per cent of GDP (excl. oil) (rha)

7000 -
6 000 -

5000 -
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Sources: Norges Bank and Ministry of Finance
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Framework for responsible management

Ministry of Finance

General framework on

responsible management

Management framework Guidelines
. & Guidelines
Reporting
Active ownership . Recommendations
Decisions on observation & D N

exclusion

Exchange of information

Norges Bank
(Central Bank)
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Reporting

Recommendations on

observation & exclusion

Council on Ethics

Responsible management
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Tools employed in responsible management of the GPFG

» Measures in day-to-day business:
—Active ownership
—Environment-related investments

—International collaboration and contribution to
the development of best practice

—Research and investigation

> Measures of last resort:
—Qbservation
—Exclusion of companies
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Summary

« Norway has established a robust and long-term fiscal framework
o Separate income and spending of oil revenues
o A well-designed fund mechanism serves as a tool to support wise and long-term budget decisions

« Sound principles for long run investing
o a sound governance framework
a strategy developed “step by step” based on comprehensive professional assessments
a clear objective
an investment strategy with widespread support
high degree of transparency
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P.0O.Box 8008 Dep
NO-0030 Oslo, Norway
Telephone: +47 22 24 41 63

E-mail: postmottak@fin.dep.no
www.regjeringen.no/en/dep/fin

www.government.no/opf

www.nbim.no/en

www.etikkradet.no/en
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