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Key observations 
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Real estate 

Opportunity 

cost model 

(OCM) 

Infrastructure 

universe 

Infrastructure 

Proposal: Maximum portfolio weight  of 10%  

 

Comment: The size and composition of the market and peer 

group comparison argues for unlisted investment 

Proposal: Maximum portfolio weight of 10% in listed 

instruments  

Comment: A first initial step suggest a maximum limit of 4% 

and with best risk/reward in the unlisted market 

 

 

 

Proposal: Unlisted clean energy and emerging markets 

 

Comment: Experiences so far in clean energy have not 

been encouraging. Sovereign and regulatory risks.  

 
Proposal: Implement the OCM for real estate and 

infrastructure 

Comment: Support the focus on underlying risk exposures 

and the move away from «ineffecient»  benchmarks  



Financial  

theory 

Empirical  

evidence/  

«Best practice» 

GPFG's  

characteristics 

Holistic view; should balance theory and  

best practice to the comparative advantages of the Fund 

Criterias for building the investment portfolio of GPFG 

1 2 3 
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Finance theory; capital asset pricing model 

(CAPM) 
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Market portfolio 

Risk vs average investor  

Diversification and exposure  

to risk factors 



 

Real estate and infrastructure in world market 

portfolio, proposed max limit of 10% in each 
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Unlisted real estate investments and large 

investors  

• There are indications that large investors outperfom 

smaller ones by a significant margin in real estate 

investments 

• Gross earnings 

- Attractive partner and owner 

- No funding issues  

• Cost savings 

• However, report concludes that listed real estate 

investments are preferred, which seems to be 

inconsistent with these findings and the characteristics 

of GPFG 
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Peer group comparison; potential to raise 

allocation to real estate and infrastructure 
5-year average policy mix 

  GPFG Peer avg. Global ave. CPPIB 2015   

Equity 61% 47% 48% 50% 

Fixed income 39% 33% 38% 33% 

Hedge funds 0% 2% 3% 0% 

Real assets* 0% 12% 7% 17% 

Private equity 0% 6% 4%     

100% 100% 100% 100% 

*Includes commodities, natural resources, infrastructure 

REITS and real estate. Source: CEM 2013 and CPPIB annual report 2015 
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• GPFG with an allocation of 3% to real estate at the end 

of Q3 2015  

• Canada Pension Plan Investment Board (CPPIB) with 

an allocation of 11,5% to real estate and 5,7% to 

infrastructure 



Managerial view in report – chapter 8 

• Potential for value creation in unlisted markets 

• Direct investments provide better control and stale 

valuations a minor concern 

• Little or no liquidity advantage in listed assets 

• Concentrate on large high quality assets 

- Peer group 

• Cost effective internal management 
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Current valutation of real estate 

• A decision to increase the allocation to real estate will 

entail an extension of the current strategy 

• Such an expansion will be undertaken over a number 

of years 

• The asset manager is expected to take into account 

the availability and pricing of properties 

• NBIM may use the potential to invest in REIT’s to take 

advantage of any dislocations in the market 
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Unlisted clean energy infrastructure investment 

• Extend investment universe to include unlisted clean 

energy infrastructure 

• However, the initial experiences with these type of 

investments have been challenging 

• Exposure to political/regulatory risks 

• Authors sceptical about potential for risk-adjusted 

performance of unlisted infrastructure 
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The opportunity cost model well suited to be 

used by GPFG 

Active management 

measured vs liquid public 

markets 

No need for detailed 

benchmark in  

private assets 

Active management 

Can be applied to all illiquid assets 

Well suited to the natural advantages of the Fund 
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GPFG's characteristics means the fund can 

tolerate drawdowns better than most investors 

Long investment horizon 

Ability to accept volatility 

Large size 

Main risk; low real returns  
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Disclaimer 
 IMPORTANT/DISCLAIMER 

 This note (the “Note”) must be seen as marketing material and not as an investment recommendation within the meaning of the Norwegian Securities Trading Act of 2007 paragraph 
3-10 and the Norwegian Securities Trading Regulation 2007/06/29 no. 876. The Note has been prepared by DNB Markets, a division of DNB Bank ASA, a Norwegian bank 
organized under the laws of the Kingdom of Norway (the “Bank”), for information purposes only. The Note shall not be used for any unlawful or unauthorized purposes. The Bank, its 
affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or agents (individually, each a “DNB Party”; collectively, “DNB Parties”) do not 
guarantee the accuracy, completeness, timeliness or availability of the Note. DNB Parties are not responsible for any errors or omissions, regardless of the cause, nor for the results 
obtained from the use of the Note, nor for the security or maintenance of any data input by the user. The Note is provided on an “as is” basis. DNB PARTIES DISCLAIM ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE 
OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE NOTE’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE NOTE WILL 
OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall DNB Parties be liable to any party for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in 
connection with any use of the Note, even if advised of the possibility of such damages. Any opinions expressed herein reflect the Bank’s judgment at the time the Note was 
prepared and DNB Parties assume no obligation to update the Note in any form or format. The Note should not be relied on and is not a substitute for the skill, judgment and 
experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. No DNB Party is acting as fiduciary or 
investment advisor in connection with the dissemination of the Note. While the Note is based on information obtained from public sources that the Bank believes to be reliable, no 
DNB Party has performed an audit of, nor accepts any duty of due diligence or independent verification of, any information it receives. Confidentiality rules and internal rules restrict 
the exchange of information between different parts of the Bank and this may prevent employees of DNB Markets who are preparing the Note from utilizing or being aware of 
information available in DNB Markets/the Bank which may be relevant to the recipients of the Note.  

 The Note is not an offer to buy or sell any security or other financial instrument or to participate in any investment strategy. Distribution of material like the Note is in certain 
jurisdictions restricted by law. Persons in possession of the Note should seek further guidance regarding such restrictions before distributing the Note.  

 The Note is for clients only, and not for publication, and has been prepared for information purposes only by DNB Markets - a division of DNB Bank ASA registered in Norway with 
registration number NO 984 851 006 (the Register of Business Enterprises) under supervision of the Financial Supervisory Authority of Norway (Finanstilsynet), Monetary Authority 
of Singapore, the Chilean Superintendent of Banks, and on a limited basis by the Financial Services Authority of UK. Information about DNB Markets can be found at dnb.no. 

 Additional information for clients in Singapore 

 The Note has been distributed by the Singapore branch of DNB Bank ASA. It is intended for general circulation and does not take into account the specific investment objectives, 
financial situation or particular needs of any particular person. You should seek advice from a financial adviser regarding the suitability of any product referred to in the Note, taking 
into account your specific financial objectives, financial situation or particular needs before making a commitment to purchase any such product. 

 You have received a copy of the Note because you have been classified either as an accredited investor, an expert investor or as an institutional investor, as these terms have been 
defined under Singapore’s Financial Advisers Act (Cap. 110) (“FAA”) and/or the Financial Advisers Regulations (“FAR”). The Singapore branch of DNB Bank ASA is a financial 
adviser exempt from licensing under the FAA but is otherwise subject to the legal requirements of the FAA and of the FAR. By virtue of your status as an accredited investor or as an 
expert investor, the Singapore branch of DNB Bank ASA is, in respect of certain of its dealings with you or services rendered to you, exempt from having to comply with certain 
regulatory requirements of the FAA and FAR, including without limitation, sections 25, 27 and 36 of the FAA. Section 25 of the FAA requires a financial adviser to disclose material 
information concerning designated investment products which are recommended by the financial adviser to you as the client. Section 27 of the FAA requires a financial adviser to 
have a reasonable basis for making investment recommendations to you as the client.  Section 36 of the FAA requires a financial adviser to include, within any circular or written 
communications in which he makes recommendations concerning securities, a statement of the nature of any interest which the financial adviser (and any person connected or 
associated with the financial adviser) might have in the securities. 

 Please contact the Singapore branch of DNB Bank ASA at +65 6212 0753 in respect of any matters arising from, or in connection with, the Note.  

 The Note is intended for and is to be circulated only to persons who are classified as an accredited investor, an expert investor or an institutional investor. If you are not an 
accredited investor, an expert investor or an institutional investor, please contact the Singapore branch of DNB Bank ASA at +65 6212 0753. 

 We, the DNB group, our associates, officers and/or employees may have interests in any products referred to in the Note by acting in various roles including as distributor, holder of 
principal positions, adviser or lender. We, the DNB group, our associates, officers and/or employees may receive fees, brokerage or commissions for acting in those capacities. In 
addition, we, the DNB group, our associates, officers and/or employees may buy or sell products as principal or agent and may effect transactions which are not consistent with the 
information set out in the Note. 

 Additional Information, including for Recipients in the In the United States:   

 The Note does not constitute an offer to sell or buy a security and does not include information, opinions, or recommendations with respect to securities of an issuer 
or an analysis of a security or an issuer; rather, it is a “market letter,” as the term is defined in NASD Rule 2211. 
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