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Market value

Quarterly values. Billions of kroner. 30 September 2013
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Change in market value: Inflows

Billions of kroner
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Change Iin market value

Billions of kroner.
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Change Iin market value

Billions of kroner. (2013 = 1Q — 3Q)
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Changes in value since 1996

Billions of kroner

30 2013 20 2013

Market value of the fund 4714 4 397
Gross inflow of new capital 3 239 3180
Management costs 23 22
Change due to fluctuations in krone -74 -105
Accumulated return 1572 1344

Kilde: NBIM
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Key figures

Fund’s total investments. Measured in international currency basket. Percent

Last 12 Last 10 Since

months years 01.01.1998

Return on fund 14.47 6.29 5.49
Annual price inflation 1.38 2.15 1.91
Annual management costs 0.06 0.10 0.09
Annual net real return 12.85 3.96 3.41

Source: NBIM
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Quarterly return
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Quarterly excess return®
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Expected absolute volatility of the fund

Percent and billions of kroner
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Price developments in regional equity markets

Measured in dollars and euros (Stoxx). Indexed (31.12.2012 = 100)
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Price moves In stock sectors

FTSE Global All Cap-index. Measured in USD. Indexed (31.12.2012 = 100)
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Price development of major currencies

Barclays Global Aggregate Index. Measured in local currencies. Indexed (31.12.2012 = 100)
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Price developments in fixed-income sectors

Barclays Global Aggregate Index. Measured i USD. Indexed (31.12.2012 = 100)
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New real estate investment in the 39 quarter

= Joint venture agreement to purchase an
office property in New York
(Times Square Tower)

— Partnership with Boston Properties, Inc.

— The property is valued at $ 1.52 billion dollars,
equivalent to 9.26 billion kroner

— NBIM’s 45 per cent interest is valued at $ 684
million, Boston Properties retained a 55 per
cent interest

— Boston Properties will manage the building on
behalf of the partnership




Supporting the development of international
principles and standards

= Supporting UNICEF’s Children’s Rights and
Business Principles

CDP Water Disclosure
The Case for Water Disclosure

= Letter to the International Integrated Reporting |

Council Children’s Rights and
Business Principles

e,
EG‘_
w

= Dialogue with CDP Water Disclosure
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17 discussion notes published since 2012

= The Value Effect

= Modelling the implied talil risk of foreign exchange

= Corporate governance

= Well-functioning financial markets

= A Survey of the Small-firm Effect

= Board appointment practices — an international overview
= Risks and Rewards of Inflation-Linked

= The Structure of Inflation-Linked Bond Markets

= Capturing Systematic Risk

= Alternatives to a Market-value-weighted Index

= Risks and Rewards in Emerging Equity Markets

= Economic Growth and Equity Returns

= The History of Rebalancing of the Fund

= Empirical Analysis of Rebalancing Strategies

= Return Predictability and Implications for Rebalancing

= Time-varying expected returns and investor heterogeneity:
foundations for rebalancing

= High Frequency Trading — An Asset Manager’s Perspective

Norges Bank Investment Management
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NBIM DISC

Corporate governance

18/11/2012
In this discussion note, NBIM®s expectations on corporate governance are

presented. Expectations directed at boards are discussed, as is the rationale
's approach to

jpractitioners
endices that

NBIM DISCUSSION NOTE

Modelling the implied tail risk of foreign-
exchange positions

Executive Summary

« Standard risk medals bassd cn histarical data have deficienciss: he results of these modsls

‘sssumgtions (such ss on
of tail isks.
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NBIM discussion note

«High Frequency Trading (HFT) — An Asset Manager’s Perspective»

» Electronic trading has not
simplified trading in equities

High Frequency Trading — An Asset
Manager's Perspective

In this note we review the rapidly expanding literature in the area of market
microstructure, high frequency and computer-based trading. On the back
of this and based on our own investment and trading experiences, we
highlight issues of concern ta large long-term global investors.

 HFT challenges market
transparency

Main findings

* Tha nature of equity markats has evolvad with the advant of computerbased trading (CET) and
high fraquancy trading (HFT). Soma markat observars hava baen critical of HFTs and this topic
has becoma controvarsial

= HFTs donot constitute one coherent entity and thair trading strategies can vary. It s therefore
important to address their contribution to and impact on market quality and efficiency with such
differences in mind.

« Tharei J5 et on what consti framawork for assessing markst
quality. Mora amphasis can be put on tima-variation in trade-related maasures including market
impact across trade harizans that is mara typical of large institutional order flow.

= Regulstory policies should try to taka into consideration intendad as wall as unintended conse-
quances given complexity in market microstructure. Intraduction of naw policias should consider
potential nagative impact on liquidity provisioning withaut robust fives in place.

 Transaction costs have not
fallen

= Inour view, issuas of concem to larga, long-term invastors more dasarving of attantion include
- Anticipation of large arders by some HFTs leading to potential adverse market impact
- Transient liquidity due to high propensity for HFTS to rapidly cancel quotes real-time
~ Un-level playing field amangst market makers from low latency Uitra HFT stratagies

= On the broadar implications for well-functioning markats, we addrass thraa aspects — implicit
transaction costs, market abuse and equality, and endoganous and systamic fisk. In our viaw,
mora rasaarch and dabate is needad in these areas

= Markets will continue to evolva. The recent emergence of HFTs is an indication that cortinued
research and development of trading strategies, as well as debate on appropriate market structure,
are impartant responsibilties of asset maragers and other market participants.

the clecussion nores are not.
necassarl held by Norges Bank.
ISSN 1833.965¢

30/8/2013 NBIM DISCUSSION NOTE wwew.nbim.no




Highlights of the third quarter

= Fund return 5 percent
= Equity returns 7.6 percent
= EXxcess return 0.1 percentage points

= The market value of the fund rose by 318 billion
kroner to 4 714 billion kroner
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