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Executive summary
Climate risk arises because there is uncertainty about future climate change, social developments, climate policy and technological development. Considerable uncertainty at many levels gives rise to significant climate risk. Climate risk has some distinctive characteristics that are different from other issues investors have to deal with, since it unfolds over a very long horizon, raises fundamental ethical questions, and is characterised by potentially dramatic consequences and great uncertainty that is difficult to quantify.
Given its diversified investment strategy, the Government Pension Fund Global (GPFG) is relatively resilient to moderate climate change and a predictable climate policy, while dramatic climate change or abrupt policy shifts will represent significantly greater challenges for the planet as well as the world’s financial markets and the GPFG. The most important way to reduce climate risk is through effective and predictable climate policy, as well as strengthening resilience to deal with unexpected outcomes.
The GPFG plays a special role in Norwegian economic policy, and the fund’s management has provided inspiration and had a normative impact on investors in Norway and abroad for several years. In our view, there is now a need to advance the work on climate risk. We believe that it should be Norway’s ambition that the fund’s work on climate risk should be world leading. We therefore propose:
A set of principles for managing the GPFG’s climate risk, which can stand the test of time.
That the work on climate risk is anchored in the mandate issued by the Ministry of Finance, under which Norges Bank’s responsible investment is based on an overall long-term goal of zero emissions from the companies in which the fund has invested, in line with the Paris Agreement.
Further development of Norges Bank’s ownership activities to influence companies’ behaviour and strengthen the market’s functioning through better climate risk reporting.
Special regulations for measurement, management and reporting of climate risk.
The fund is large, and the investments are spread across a large number of companies in various industries around the world. Climate risk can affect all sectors of the economy in different ways, and a large fund that is broadly invested has nowhere to hide. The fund thus benefits from, and, based on its mandate, should contribute to the achievement of the targets of the Paris Agreement, and that the transition to a zero-emission society takes place in an orderly manner. An ambitious and successful international climate policy reduces the physical climate risk for the fund. A predictable climate policy and an orderly, gradual decarbonisation of the economic system reduce the risk of sudden changes in the value of the fund’s investments and financial instability.
An important starting point for management of climate risk is that the overall climate risk in the financial system is high. However, there is no reason to believe that climate risk will be systematically mispriced in the market over the long time horizon that is relevant for determining the fund’s benchmark index. The investment strategy for the fund is based on the fact that the financial markets are characterised by strong competition, that risk diversification lends robustness to the fund, and that it is generally not possible to improve the ratio between return and risk for the fund by excluding investments with specific characteristics. The broadest possible diversification of the fund’s investments is a cornerstone of the fund’s investment strategy. This should remain in place.
At the same time, climate risk is potentially significant for the fund, and the Ministry of Finance should change the mandate for the management of the GPFG to improve management of this risk. Based on the mandate changes, Norges Bank’s responsible investment and active ownership should be strengthened and the requirements for measuring, managing and reporting climate risk increased.
As the manager of the GPFG, Norges Bank has a coherent chain of ownership tools for addressing climate risk. The key tool for managing the GPFG’s climate risk is active ownership, since this is aimed directly at the source of the fund’s climate risk. In addition, Norges Bank may choose a different composition of the portfolio than that which follows from the benchmark index determined by the Ministry of Finance. If active ownership eventually turns out not to be successful, and the assessment is that a company does not have a convincing transition strategy and invests in bad projects rather than paying dividends, the bank can divest from the company.
Through targeted and effective active ownership, Norges Bank can contribute to understanding and influencing the robustness of the business models of the companies the fund has invested in, as well as emphasising the importance of capital discipline so that companies have underlying investment projects that benefit from climate-related opportunities and are profitable in the transition to a low-carbon economy. Capital discipline means, among other things, that fossil fuel companies with weaker profitability prospects return surplus capital to the owners in the form of dividends, which gives investors the opportunity to invest capital in new investment opportunities related to the green transition. Active ownership can help strengthen the financial market’s general ability to price climate risk and channel capital into profitable projects in the transition to a low-carbon economy.
If active ownership eventually turns out not to be successful, and the assessment is that the company’s prospects are characterised by weak profitability, poor investment opportunities and little ability to transition, the bank can divest from the company. If there is an unacceptable risk that the company is associated with serious environmental damage or leads to greenhouse gas emissions to an unacceptable degree, observation or exclusion is relevant.
Better reporting on climate risk from the companies will make financial markets more well-functioning, in that information about this risk will be more readily available and consequently can form the basis for more correct pricing. With more robust business models and more correct pricing of risk, the transition risk in the financial system will gradually be reduced. Emission developments in line with the Paris Agreement should serve as the reference point for the fund’s ownership activities and for the dialogue with the companies in which the fund has invested.
Norges Bank should demand that the companies they have invested in stress test their business models against various climate policy scenarios, including a scenario in which the goals of the Paris Agreement are achieved. In this way, it will be easier to identify deviations from decarbonisation pathways consistent with the climate targets, and to quantify possible economic consequences of this. This in turn provides a better basis for both targeted active ownership and more correct pricing of companies in the market. We also propose that Norges Bank be requested to regularly stress test the portfolio against various climate policy pathways. This will provide a more complete picture of this risk, and be consistent with the reporting requirements the fund itself sets for the companies in which it invests. For the Ministry of Finance as owner of the fund, this reporting will also contribute to a better understanding of risk related to the national wealth and public finances.
We have proposed that climate risk be incorporated separately in the bank’s principles for responsible investment management. This means that the fund shall contribute to developing best practice internationally.
The structure of the report
The original report’s executive summary and chapter 7 has been translated from Norwegian to English. The report’s table of contents has also been included below to show the structure of the report and the topics that have been covered.
Chapter 2 describes the climate challenge, climate risk and economic consequences. Chapter 3 looks at how climate risk arises and can be analysed at company level, chapter 4 shows how the risk is distributed among business owners through the financial market, while chapter 5 describes how investors approach responsible investment and climate risk. Chapter 6 looks at climate-related threats and opportunities for the GPFG, while recommended changes in the management of the GPFG follow in chapter 7.
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Recommendations
Introduction
The specific recommendations we will present in this chapter, on climate-related threats and opportunities in the management of the GPFG, are based on three pillars:
The discussion in the previous chapters, in which Box 7.1 summarises the most important conclusions.
The GPFG’s climate risk management from an international perspective, which is described in section 7.2.
Our basic assessments, which are based on our view that the level of ambition in climate risk management should be raised, are described in section 7.3.
Based on these general assessments, we then present our specific recommendations, cf. Figure 7.1:
We propose a set of principles for managing the GPFG’s climate risk (section 7.4).
We propose that the work on climate risk be anchored in the mandate issued by the Ministry of Finance for the management of the GPFG, with an overall long-term goal of zero emissions from the companies in which the fund has invested (section 7.5).
We recommend further development of Norges Bank’s ownership activities (section 7.6).
We propose separate provisions on measuring, managing and reporting climate risk and developing standards for this (section 7.7).
We have also outlined changes in the mandate for the management of the fund that reflect these recommendations (Box 7.3). A summary of the tools for addressing the GPFG’s climate risk is given in Box 7.4.
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Our recommendations
Our recommendations are primarily aimed at the Ministry of Finance’s management of the GPFG, and to a lesser extent at Norges Bank’s operational management. This reflects that the assignment we were given requests a report that will lay the foundation for assessments the Ministry will make. This is also where we have identified the greatest need for changes. In addition, we have wanted to write a report that will stand for some time, and it is then natural to focus on general guidelines and management mandates that are less dynamic than the operational management.
	Important conclusions from chapters 2–6
We drew the following conclusions in chapters 2–6:
Physical climate risk arises because there is uncertainty about future climate change, while transition risk arises because there is uncertainty associated with future social developments, climate policy and technological development.
Considerable uncertainty at many levels gives rise to significant climate risk, and dramatic outcomes cannot be ruled out.
From a climate perspective, it can in principle be the same if climate measures come early and are implemented gradually in a predictable way, or if they come late and abruptly. However, abrupt changes in climate policy and forceful use of policy instruments can lead to changes that destabilise the financial markets.
Climate risk is created when companies make investments that are exposed to physical risk or transition risk.
The Task Force for Climate-related Financial Disclosures (TCFD) framework for climate risk reporting entails that companies should stress test their business models against reasonable climate policy scenarios, and especially against a scenario where the temperature increase is limited in line with the ambitions of the Paris Agreement. In this way, the companies will have to show how they will be able to be profitable if the ambitions for climate policy are fulfilled.
Further development of methods and standards for such analyses is now a key challenge for companies and investors jointly.
Climate risk associated with companies’ investments in underlying projects is distributed among the companies’ owners through the financial market.
Climate risk can play out over time in the form of unproductive investments, but the risk can also hit the financial market abruptly and sharply through financial crises and economic downturns.
Financial markets are characterised by strong competition and actors have incentives to take advantage of new information and knowledge. There is still a lot of work to be done to understand and measure climate risk in a sound manner, and companies can be mispriced for a period of time, but there is little basis for assuming systematic mispricing of climate risk in the financial market over a long period of time.
New insights and new market standards can give rise to large capital movements, significant effects on the valuation of companies, and changes in expected returns for investors.
Climate risk is different from other issues investors have to deal with, since it unfolds over a very long horizon, raises fundamental ethical questions, and is characterised by potentially dramatic consequences and great uncertainty that is difficult to quantify.
An important task for investors is to ensure that companies have underlying projects that are resilient to climate-related threats and benefit from climate-related opportunities related to the green transition.
Some investors can manage climate risk by changing the composition of investments, while broadly diversified investors focus on exercising ownership to contribute to well-run companies with better reporting, which provides the basis for well-functioning financial markets with more accurate pricing and efficient capital allocation.
A lot of climate risk is probably systematic with global consequences, which means that there are no places a large, long-term and broadly invested fund like the GPFG can hide.
Given its diversified investment strategy, the GPFG appears to be relatively resilient to moderate climate change and a predictable climate policy. However, dramatic climate change or abrupt policy changes will represent significantly greater challenges for the planet as well as the world’s financial markets and the GPFG. The fund therefore benefits from an effective and predictable global climate policy.
Since climate risk can also have serious consequences for the GPFG, it is in the fund’s interest to increase resilience and reduce risk through active ownership, knowledge-based investment choices and to contribute to well-functioning markets.



The GPFG’s climate risk management from an international perspective
The GPFG’s work on climate risk should be further developed. The GPFG’s framework and management have provided inspiration and had a normative impact on investors in Norway and abroad for several years. However, when it comes to work with climate risk, it is our impression that there are other investors and initiatives that are often referred to when seeking inspiration today about what represents international best practice. At the same time, it must be said that investors’ work on climate risk is an area undergoing rapid development, and there is still no agreement on what specific expectations should be set for a responsible investor in this area.
Best practice climate risk management is not unequivocal. There are different approaches that can be used to map where the Ministry of Finance’s and Norges Bank’s work on climate risk stands in relation to other investors with whom it is relevant to compare oneself. In section 5.6, we discussed some key investor initiatives related to work on climate risk. Principles for Responsible Investment (PRI) has prepared examples of best practice climate risk management related to the TCFD framework for climate risk reporting within the following categories: management, strategy, risk management and reporting. Another alternative, which forms the basis for some further comments below, is the six categories used in the Financial Sector Science-Based Targets Guidance (2020):
High-level commitment to act: Norges Bank took early steps to address climate issues in its management of the fund compared with other investors, even though work on climate risk is not explicitly anchored in GPFG’s mandate.
Measurement of greenhouse gas emissions: Norges Bank has been analysing the carbon footprint of the companies in the portfolio since 2015, and its annual report on responsible investment addressed various aspects of the GPFG’s carbon exposure.
Scenario analyses: Norges Bank is concerned that the companies in which the fund is invested report on scenario analyses in line with the TCFD framework. The bank itself has not yet regularly reported scenario analyses that shed light on climate risk in the portfolio, but is working to develop this.
Specific targets for the portfolio: No specific targets have been established for the portfolio’s development of, for example, greenhouse gas emissions or emission intensity. Any establishment of such targets should be anchored in guidelines from the fund’s owner.
Active ownership: The impression is that Norges Bank pays close attention to effective active ownership in order to safeguard its interests as a responsible investor. In practice, the bank has been reluctant to have a formalised ownership partnership with other investors.
Relevant reporting: In line with the requirements of its management mandate, Norges Bank provides supplementary reporting on various aspects of the GPFG’s exposure. Any establishment of targets for the portfolio’s climate risk will have consequences for the bank’s reporting requirements.
Basic assessments
Based on the discussions in this report, we have drawn the following conclusions:
Climate risk is a relevant and potentially significant risk for the fund, and this should be reflected in its management.
The Ministry of Finance’s and Norges Bank’s framework and process for analysing and managing the GPFG’s climate risk should be further developed and have the ambition of being world leading.
Incorrect pricing of greenhouse gas emissions means that an economic system has been built up that challenges planetary boundaries. However, the fact that there is too much carbon risk in the financial system does not prevent the market from distributing the carbon risk in an efficient manner to those who have the best ability to bear it.
While incorrect pricing of individual assets may occur in the short term, there is no basis for believing that the climate risk will be systematically mispriced in the financial market over the long time horizon that forms the basis for setting the benchmark index for the fund. The investment strategy for the fund is based on the fact that the financial markets are marked by strong competition, and that risk diversification makes the fund robust.
The principle of the broadest possible diversification of investments in the benchmark index should therefore remain in place concurrently with the option of excluding certain companies for ethical reasons to ensure the fund’s legitimacy.
The fund is large and the investments are spread over a very large number of companies in various industries around the world. The general development of the world economy will then serve as the most important driver of the fund’s return over time. Climate risk can affect all sectors of the economy in different ways, and a large fund that is broadly invested has nowhere to hide.
The fund thus benefits from, and, based on its mandate, should contribute to the achievement of the targets of the Paris Agreement, and that the transition to a zero-emission society takes place in an orderly manner. Norway has supported international climate goals, and the management of the GPFG should be consistent with the Paris Agreement’s obligations. An ambitious and successful international climate policy reduces the physical climate risk for the fund. A predictable climate policy and an orderly, gradual decarbonisation of the economic system reduce the risk of sudden changes in the value of the fund’s investments and financial instability.
The fund is a financial investor, with a mandate to provide the highest possible return within the framework set by the Ministry of Finance as owner. Measures to better manage climate risk should be anchored in this role.
At the same time, there is broad agreement that the fund shall be a responsible investor. It is in the fund’s long-term interest to manage climate risk in a sound manner in the financial markets, in order to ensure that this risk does not contribute to undermining the value creation that, over time, is the basis for the fund’s return. A responsible investor should actively contribute to active ownership, to the development and sharing of insights, and to the establishment of good standards for the identification, management and reporting of climate risk. Over time, sound global standards will also improve how well the financial markets function and serve the fund’s financial interests.
Given the fund’s role and structure, this indicates that active ownership will have to play a key role in the work of managing climate risk. This is the best way to ensure that companies have underlying projects that are resilient to climate-related threats and take advantage of climate-related opportunities associated with the green transition. Active ownership also contributes to strengthening financial markets’ general ability to price climate risk and channel capital to profitable projects in the transition to a low-carbon economy.
The fund’s role as a responsible investor also contributes to strengthening the fund’s legitimacy. The fund plays a very important role in economic policy and represents the joint savings of the Norwegian people. It is therefore necessary to have a large degree of transparency regarding the work on climate risk, and the requirements for reporting on such risk must reflect this.
A fundamental consideration in the management of the fund is to have a clear division of responsibilities between the Ministry of Finance as owner on behalf of the community and Norges Bank as manager. The bank’s work must be clearly anchored in financial goals, so that it can be held responsible for the results achieved. At the same time, the Ministry of Finance as owner must set the framework for the bank’s management of the fund, and requirements and goals for its work on responsible investment.
The fund should not make investments in companies that are not anchored in the fund’s financial objective. While there may be good reasons why the government wants to stimulate, for example, technological progress or the development of new renewable energy in developing countries, and take a higher risk than that which applies to the GPFG, this is best done through dedicated institutions such as Nysnø and Norfund.[footnoteRef:1] Adherence to the GPFG’s financial objective also provides a basis for enabling the GPFG’s framework and management to continue to inspire and have a normative impact on other investors in Norway and abroad. [1:  Cf. press release of 7 July 2021 from the Ministry of Foreign Affairs concerning the responsibility given to Norfund for managing the new Climate Investment Fund, which will be invested in renewable energy in developing countries with the aim of contributing to reduced greenhouse gas emissions.] 

Principles for managing the GPFG’s climate risk
We propose a set of principles for managing climate risk for the GPFG. The Climate Risk Commission (NOU 2018: 17) proposed a set of general principles for managing climate risk for the private and public sector in Norway, cf. discussion in chapter 3. Such principles can establish some important fence posts that can stand the test of time and ensure that current policy is anchored in a joint starting point. In Box 7.2, we have therefore adapted and focused the Commission’s general principles to a set of principles about how the GPFG’s climate risk should be managed.
	Principles for managing the GPFG’s climate risk
	
	The Climate Risk Commission’s principles for managing climate risk for Norway 
	Our principles for managing climate risk for the GPFG

	Comprehensiveness 
	Use an integrated process in analyses of threats, opportunities and risk factors 
	There should be a broad assessment of climate-related threats and opportunities related to the GPFG 

	Framework 
	Address climate risk in the context of other risks and risk frameworks 
	Address the GPFG’s climate risk in connection with other financial risk, anchored in the investment mandate and guidelines

	Appetite 
	The desired level of risk must be based on a broad assessment of benefit, costs and robustness
	The desired climate risk and financial risk for the GPFG should be based on the expected return and the GPFG’s risk-bearing capacity

	Resilience
	Attach weight to resilience in line with the precautionary principle
	Emphasise political anchoring of investment management principles, including the importance of a diversified portfolio, good corporate reporting, scenario analyses and stress testing 

	Incentives 
	Clear links should be established between decisions and implications
	The mandate should specify a clear division of responsibilities between the Ministry of Finance and Norges Bank, as well as incentives for the bank to integrate climate risk in a management approach aimed at the highest possible return at an acceptable risk

	Standardisation 
	Risk assessments should be performed as similarly as possible across various fields
	Climate risk assessment and reporting should be harmonised and integrated with financial risk, but adapted to the distinctive characteristics of climate risk

	Communication
	Risk management should be based on cooperation, information sharing and transparency
	The GPFG should cooperate with other investors in the active ownership, as well as share information and knowledge with the public






Overall goals and investment strategy
Climate risk will unfold over a long period of time and can potentially have great significance for the fund. Even if the world succeeds in climate policy, the transition to a zero-emission society will take a long time, and the climate will continue to change for decades to come. Although Norges Bank has taken early steps to address climate issues in its management of the fund compared with other investors, and still invests considerable effort in this, the management of such a long-term risk should in principle be anchored in guidelines from the fund’s owner in order to ensure that the manager acts responsibly in line with the owner’s preferences.
Consequently, general guidelines for work on climate risk should be part of the mandate for the management of the fund. As the owner of the fund, the Ministry should set the level of ambition for analysis and management of climate risk, signal relevant priorities in overall focus areas and policy instruments, and set reporting requirements that enable the owner to assess the scope and development of climate risk over time. Climate risk in financial markets is a field undergoing rapid development and best practice internationally for dealing with such risk is changing quickly. The mandate from the owner should consequently be overriding and principle-based, without micromanaging practices that will in any case have to be further developed as the knowledge base is bolstered. At the same time, we believe that the mandate should lay the foundation for a high level of ambition in climate risk management.
A number of investors have now set a long-term target for a climate-neutral portfolio. We have described such targets in chapter 5, related in part to the work of the so-called Net-Zero Asset Owner Alliance. The Alliance is committed to working for net zero greenhouse gas emissions from the companies they have invested in by 2050, in line with the 1.5-degree target in the Paris Agreement. Investors also undertake to regularly report and use targets that are revised every 5 years in accordance with the update mechanism for the agreement. At the same time, they emphasise that the goal should be achieved by contributing to the decarbonisation of the economy, not by transferring ownership of companies that emit greenhouse gases to other investors through divestment of assets, and point in particular to active ownership as a means to achieve this.
After an overall assessment, we recommend also setting such a target for the responsible investment management in Norges Bank. Such a long-term goal of working towards net zero greenhouse gas emissions in the portfolio companies by 2050 using regularly updated intermediate targets, can help demonstrate consistency between the guidelines for managing the fund and the ambitions in the Paris Agreement to which Norway is a party. At the same time, the target will constitute a natural reference point for assessments of emissions from the companies in which the fund has invested. The fact that this target is aligned with other leading investors internationally facilitates joint development and standardisation of forward-looking indicators for emissions, cf. further discussion in section 7.7 below. As elaborated below, such a target is not intended to set a guideline for the composition of the benchmark index set by the Ministry of Finance, but is intended to strengthen climate risk management in Norges Bank’s management in general and ownership strategies in particular.
We have outlined how such a target could be incorporated into the mandate for the management of the fund. In Box 7.3, we discussed a possible addition to Section 1-3 of the mandate, with reference to a long-term goal of zero greenhouse gas emissions from the companies in the fund’s investment portfolio, in line with international climate agreements to which Norway has acceded. The formulation has been chosen to be able to remain in place even if there are other agreements in the climate area that replace or complement the Paris Agreement, but will for practical purposes mean that a goal of zero emissions by 2050 will be a long-term anchor for the fund’s work on climate.
A long-term goal of zero emissions must be supplemented with regular reporting. It is natural that the reporting is forward-looking and linked to target figures that provide indications of emission development in the companies the fund has invested in relative to decarbonisation pathways compatible with the long-term goal. We discuss this in more detail in section 7.7 below.
We also propose a general provision that the bank’s use of responsible investment tools shall support the objectives of the fund. In Box 7.3 we outlined how such a provision could be formulated. There is currently no explicit provision in the guidelines that links the bank’s work on responsible investments to the fund’s purpose and overall framework, as stated in Section 1 of the mandate. The new provision will clarify the connection between responsible investment practice and the overriding objectives, including the proposed new provision on zero emissions.
A long-term goal of zero emissions from the companies the fund has invested in does not in itself imply changes in the benchmark index for the fund. The strategy for the fund is based on the view that investments that are as broadly diversified as possible across different companies and industries provide the greatest resilience and the best ratio between return and risk in the fund as a whole. Climate risk does not change this. We must continue to assume that markets with strong competition will not systematically misprice risk over the long time horizon that is relevant for determining the GPFG’s benchmark index. This indicates that the main features of the current investment strategy should remain in place. Risk diversification and resilience are important in the face of risks over which we have little control.
Norges Bank has a coherent chain of ownership tools for addressing climate risk. The key tool for managing the GPFG’s climate risk is active ownership, since this is aimed directly at the source of the fund’s climate risk. In addition, Norges Bank may choose a different composition of the portfolio than that which follows from the benchmark index. If active ownership eventually turns out not to be successful, and the assessment is that a company does not have a convincing transition strategy and invests in bad projects rather than paying dividends, the bank can divest from the company. If there is an unacceptable risk that the company is associated with serious environmental damage or leads to greenhouse gas emissions to an unacceptable degree, it is relevant to observe or exclude based on a recommendation from the Council on Ethics. A summary of the tools for addressing the GPFG’s climate risk is given in Box 7.4.
A certain amount of latitude for active management is part of the framework for the fund. This means that Norges Bank is free to deviate from the benchmark index set by the Ministry of Finance, within the framework laid down in the mandate, in order to fulfil the objective of generating the highest possible return after costs. If Norges Bank believes that the market underestimates or overestimates climate-related threats or climate-related opportunities, it is therefore possible for the bank to take advantage of such investment opportunities. At the same time, the Ministry of Finance has planned that the framework for active management be assessed regularly in connection with the assessment of the results and strategies by independent external experts.
Investments in environmental mandates draw on the risk budget for active management. Having a special management focus on selected topics such as the environment can have a learning effect for the management organisation that has a positive impact on the fund’s return and risk over time. At the same time, it can create unclear responsibilities that the owner lays down guidelines in the mandate on how the manager shall deviate from the benchmark index, and it can be difficult to interpret whether the mandate’s range of NOK 30–120 billion should be considered a risk limit for the manager to stay within. It is also somewhat unclear what effect such a regulation of environmental mandates has, since listed shares in companies in the environmental portfolio are also owned by other portfolios in the GPFG. The Ministry of Finance should consider another solution to regulate the environmental mandates and make the environment and sustainability-related investments in the entire Fund more visible. A possible alternative could be to replace said range by introducing a reporting requirement that applies to the entire GPFG for investments in special categories,[footnoteRef:2] and possibly set target figures for the development if it is deemed desirable. If a more ambitious scheme is established for climate risk management and reporting that permeates the entire fund, it may be natural to assess whether there is still a need for a separate environmental mandate. [2:  The EU taxonomy may be a possible source of inspiration for particular categories.] 

Norges Bank considers the sustainability of business models as part of its active investment decisions. The latest strategy plan for the management of the fund and Norges Bank’s letter of 2 July 2021 to the Ministry of Finance[footnoteRef:3] state that the bank will, among other things, seek to achieve excess returns over time by reducing investments in companies that are considered to have an unsustainable business model. In competitive and well-functioning markets, the price of a security will generally reflect expectations of how sustainable a business model is. Active management based on sustainability assessments is thus not fundamentally different from other active management strategies that seek to utilise what is perceived as incorrect pricing. However, to the extent there are plans to undertake these types of assessments in the management of the fund, it is natural that they are made by the manager at company level as part of the active management, and not by the owner of the fund having an opinion on whether specific companies or sectors are mispriced. [3:  Available on www.norges-bank.no.] 

The risk limit for active management must be assessed on a broad basis. We have proposed an expansion of Section 6-1 (2) of the mandate related to reporting on the strategies the bank has for its management of the fund, so that there is explicit reporting on the extent to which the bank seeks to take into account climate-related threats and opportunities in its management. Over time, this will provide better insight into how important climate-related assessments are for the active management strategies. If Norges Bank can demonstrate that climate risk is an important element in its management of the fund, we assume that such information is included in the Ministry of Finance’s regular assessments of what constitutes a suitable framework for responsible active management. However, assessments of the framework for active management must be based on a broader assessment of costs, achieved results and views on the functioning of the markets.
An important starting point for working with climate risk is that the world’s total climate emissions are too high. As we have described in chapter 4, this is because the price of climate emissions for the individual enterprise is far too low compared with the costs the emissions impose on society. This leads to too high emissions, and thus physical risk. At the same time, there is a transition risk when emissions are to be reduced and brought within the planet’s tolerable limits.
This underlying problem cannot be solved by shoving the risk onto other investors. Even if one investor eliminates the risk, the risk will still be in the financial system. For a large, long-term and broadly invested investor, it will still have the capacity to affect us. Poorly managed risk in the portfolio companies can give rise to lower economic growth, thereby lowering returns on the fund over time.
And in any case, the sector in which the climate risk is highest is not obvious, if one were to try to change the composition of the portfolio. The risk of an investment cannot be seen in isolation from how the investment is priced. The fact that a particular sector can be more directly affected by, for example, climate policy measures does not in itself mean that the risk level is highest there. When it is obvious that a sector such as the oil sector could be affected by climate risk, it is also reasonable to assume that this is reflected in the price of assets in that sector. Other sectors – for example the financial sector – may be affected by climate risk in more indirect ways. It can be more challenging for the markets to price this risk when it is not as visible.
Climate risk is also just one of many types of risk to which the fund is exposed. The sale of assets to reduce climate risk leads to a need to invest released funds in other companies. These investments can be exposed to other types of risk that can be just as difficult to handle as climate-related risk.
This issue becomes especially clear if we expand the perspective to look at the assets of the state in a broader context. For example, a large part of the fund is invested in financial companies (as discussed in chapter 6), and this is a sector that is exposed to risk associated with financial crises to which the state is in any case very exposed. We know that financial crises are always linked to crises in the real economy, which in turn have major consequences for public finances.
The consequences of such a sector-based approach would be harmful for the fund’s return. If the price of an asset is lower because it is perceived that the systematic risk is high, the counterpart is that the expected return is higher. Climate-related risk is no different from other risk in the financial market in that respect. Exclusion of certain sectors due to perceptions of sector-specific climate-related risk is a very ineffective tool for risk management and leads to poorer risk diversification. The broadest possible diversification of the fund’s investments has been a cornerstone since its inception. This practice should remain in place.
The Ministry of Finance’s strategy for climate risk management should be regularly updated. Knowledge of climate risk management is an area in rapid development, which indicates that one should be prepared to adjust course over time. Furthermore, we recommended above that zero emissions by 2050 be a long-term anchor for the fund’s work on climate, coupled with regular reporting and use of target figures that are revised every 5 years in accordance with the Paris Agreement’s updating mechanism, which also makes it natural to assess the fund’s strategy for climate risk management on a regular basis.
Ownership strategies
Active ownership will be the key tool for managing climate risk. As described above, this is a tool that is aimed directly at the source of climate risk in the fund. Through targeted and effective active ownership, the fund can contribute to understanding and influencing the robustness of the business models of the companies in which the fund has invested. Better reporting on climate risk from the companies will make the financial markets more well-functioning, in that information about this risk will be more readily available and consequently can form the basis for more correct pricing. With more robust business models and more correct pricing of risk, the transition risk in the financial system will gradually be reduced.
With a new proposed provision in the mandate, active ownership will also be more clearly anchored in a long-term goal of zero emissions. Emission developments in line with the Paris Agreement should serve as the reference point for the fund’s ownership activities and for the dialogue with the companies in which the fund has invested. The fund should require that the companies they have invested in stress test their business models against various climate policy scenarios, including a scenario where the targets of the Paris Agreement are achieved, in line with the TCFD framework. In this way, it will be easier identify deviations from decarbonisation pathways consistent with the climate targets, and to quantify possible economic consequences of this. This in turn provides a better basis for targeted active ownership.
There is a risk that investors as a whole give too little priority to active ownership. This is partly because this is an area where you have a free-rider problem; the investors who exercise active ownership bear the costs of it, while the profits are shared with all the shareholders. The same applies to activities aimed at more well-functioning markets in general, such as the development of reporting standards and analysis methodology. In the climate area, there is for example a need for further development at company level of methodology related to stress tests and reporting of decarbonisation pathways against relevant reference scenarios.
Investors seek to remedy this problem through closer cooperation. A current example of the climate area is the Climate Action 100+ initiative, which is discussed in more detail in section 5.6. Through collaboration, the costs for each individual investor are reduced by exercising active ownership, and coordination of priorities where a few investors engage with different companies on behalf of the entire group has also been shown to have a greater impact. This initiative has led to significant improvements in the companies’ reporting of climate risk, and more binding plans for emission reductions. Another example is work related to TCFD, where many investors are involved in the process of advancing the framework for climate risk reporting.
This should also be a priority area for the fund. The fund is very long-term and broadly invested, and has a strong self-interest in investors on the whole not under-prioritising this work. The fund is among the world’s largest shareholders – which carries an obligation. We have therefore proposed that this work be anchored separately in the mandate for the fund, cf. Box 7.3.
In practice, the fund has had a somewhat restrictive attitude to formalised cooperation with other investors regarding active ownership. All investors are faced with a trade-off in matters concerning cooperation. On the one hand, collaboration can have a greater impact and utilisation of economies of scale; on the other hand, it requires efforts to coordinate views and priorities in a larger group. The fund is large, and has been able to assume that direct gains from investor cooperation in the form of easier access to the boards of the companies in which investments have been made and greater acceptance of views are probably smaller than they would be for smaller funds. But even though the fund is among the world’s largest shareholders, the holdings in each company are generally not large enough to influence companies’ behaviour unless other investors support the same issue.
Developments in such forms of cooperation may provide reason to reconsider this. Organised investor cooperation, such as Climate Action 100+ discussed above, also changes the norms for investor behaviour. Supporting a development towards more organised cooperation between investors can have value per se, with more cooperation on the development of norms and standards for reporting. The fund is large and has long had a clear voice in sustainability issues. There are therefore very many different investor initiatives that want the fund as a participant, and in practice it will be necessary to prioritise participation in a selection of them. Decisions on this should be left to the manager, but it is reasonable that the reporting on the ownership activities also provides an account of the principles and assessments that form the basis for decisions on participation in such initiatives.
There has been a gradual development in the topics that are addressed in ownership activities internationally. In the climate area, it has been natural for investors to start by addressing issues related to emissions from the most emissions-intensive industries, and the strategies companies in these industries have for adapting their business models to a zero-emission society. Gradually, other issues have also come higher on the agenda. This applies, among other things, to issues related to biological diversity, which are closely linked to climate issues, as discussed in chapter 2.
There have also been changes in the climate-related topics the fund is working on. For example, in 2020 the fund initiated a dialogue with 16 banks on how they manage climate risk in their lending and financing portfolios. Going forward, climate risk in the financial industry will for several reasons have to be a key area for active ownership for investors. We have previously pointed out that a lot of climate risk in the markets may eventually accumulate in the financial system. As pointed out in chapter 6, the financial sector constitutes a large part of the fund’s total investments, and good management of climate risk in this sector is in itself of great importance for the fund’s overall climate risk. However, good management of climate risk is also important beyond this: the financial system plays a key role in channelling capital into investments. A good understanding of climate risk in financial institutions as a basis for lending and financing decisions therefore reduces the risk of capital being locked into unproductive uses, and may in the long run provide less risk of financial instability. If the probability of very negative outcomes decreases, it also provides a basis for higher returns for the financial markets and the fund over time.
Active ownership that prioritises capital discipline can finance new opportunities and ensure a profitable transition. In line with the TCFD framework, the fund may require the board and management of a company to have a business model and strategy that is suitable for generating profitability in a low-carbon economy. For companies that have a weak platform for developing profitable projects, the supply of capital can be reduced, for example through larger dividend payments, so that investors can instead finance companies with better prospects to develop promising projects with better profitability over time.
The fund itself is closest to assessing which areas should be prioritised in the ongoing ownership activities. The priorities must be based in part on their importance for the fund’s financial return and an assessment of the possibility of making an impact. To the extent that the fund cooperates more with other investors, cf. the discussion above, the priorities will to some extent also have to be adapted to other investors’ wishes and needs. Another important consideration is that the priorities can remain in place over some time, as ownership activities often require a long-term commitment to succeed.
At the same time, it is reasonable that the main priorities in the ownership activities are anchored with the fund’s client. Today, the priorities are anchored in that they are reported by Norges Bank and described in the Ministry of Finance’s annual report to the Storting on the management of the fund. It provides an opportunity to provide general guidelines for priorities and represents a reasonable balance between anchoring with the client and delegation to the manager.
Ownership activities should be regularly evaluated. Today, the Ministry of Finance conducts a broad review of the bank’s active management regularly using external, independent expertise in addition to the bank’s own assessments. It is natural that a similar scheme be established for the ownership activities. This work forms the core of the responsible investment activities, and it is the owner of the fund who pays for it through coverage of the fund’s management costs. Regular evaluation will ensure that the work maintains a high international standard, provide input for possible further development of practice and provide a basis for assessing whether the results are in reasonable accordance with resource inputs.
Measurement, management and reporting
Stress testing of the portfolio against climate risk will increase the understanding of this risk. We propose that Norges Bank be requested to regularly stress test the portfolio against various climate policy pathways, i.e. both transition processes that are aligned with a gradual increase in carbon prices consistent with the goals of the Paris Agreement and transition processes that are more disorderly with abrupt policy changes and higher financial costs.[footnoteRef:4] This will provide a more complete picture of the fund’s climate risk, and be consistent with the requirements for TCFD reporting the fund itself sets for companies in which they invest. Transparency about stress tests, and the underlying assumptions, can also benefit other investment managers. [4:  In its letter of 2 July 2021 to the Ministry of Finance on Climate Risk in the GPFG, Norges Bank presents stress tests of the equity portfolio against various scenarios. ] 

For the Ministry of Finance as the owner, such reporting will also contribute to a better understanding of risk related to the national wealth and public finances. The Climate Risk Commission proposed that the Ministry should regularly stress test the national wealth and public finances against climate risk. An overriding goal of economic policy should be to facilitate the highest possible welfare over time within planetary boundaries. A better understanding of climate as a risk factor can lead to better decisions concerning the structure of economic policy, where risk related to the value of both financial assets (primarily the GPFG) and petroleum resources is taken into account. As the fund assumes a steadily increasing role in financing government expenditures, it is desirable that climate risk associated with this source of financing is better understood. Stress testing of the fund against climate risk contributes to this.
We have proposed that climate risk be incorporated separately in the bank’s principles for responsible investment management. The proposed addition to Section 4-2 (3) states that these principles shall reflect the consideration of sound management of climate risk in line with internationally recognised principles and standards. This is an area currently undergoing rapid development. Among other things, work is being done to update the recommendations from TCFD, with expected publication in the autumn of 2021. Norges Bank reports figures for carbon emissions in line with current TCFD recommendations, and the reference to recognised principles and standards will ensure that management is continuously developed as new knowledge and practice provides a basis for it.
We have assumed that this, in practice, means that requirements will be set for forward-looking reporting of decarbonisation pathways. As discussed in section 7.4 above, it is natural that a long-term goal of zero emissions is supplemented with regular reporting that says something about the decarbonisation pathway that the companies the fund has invested in are on. Based on consultation notes from TCFD,[footnoteRef:5] we assume that this type of forward-looking reporting will eventually become part of the TCFD recommendations. However, a lot of work remains to address methodological issues and to ensure an appropriate design of a reporting standard, cf. the discussion in section 5.4. It is therefore not natural to commit to a specific type of target figure at this time. The proposed addition to Section 4-2 (3) captures that the standards in this area are under development, and will ensure that the fund’s reporting is continuously developed in line with best practice internationally. [5:  See https://www.fsb-tcfd.org/publications/. ] 

At the same time, the bank should actively contribute to the development of such standards in the market. It is therefore proposed that Section 4-3 (1) in the mandate be expanded to specifically point to the development of standards in analysis and management of climate risk.
Development in the reporting framework in adjacent areas is also taking place. This includes efforts to expand and standardise reporting related to natural capital and biological diversity through the Task Force on Nature-related Financial Disclosures initiative,[footnoteRef:6] which seeks to build on the main features of the TCFD framework. It will be a natural further development of climate reporting that an international standard for reporting related to natural capital and biological diversity is also used as a basis for the fund when the standard is established. As discussed in chapter 2, developments in biological diversity are closely linked to the climate issue. [6:  See https://tnfd.info] 

The overall scheme for reporting from the fund should also be viewed in the light of the EU’s taxonomy. For investment managers, reporting based on the taxonomy will be regulated through the Sustainable Finance Reporting Directive (SFRD), and implemented through special legislation in Norwegian law.[footnoteRef:7] The fund will not be formally subject to this, but we assume that considerations of consistency and legitimacy may indicate that similar reporting is expected of the fund as far as the regulations are applicable. For example, provisions directly related to consumer protection may be less relevant to the fund. [7:  See Prop. 208 LS (2020–2021) in which the Storting is invited to implement SFDR and the taxonomy. ] 

However, it is too early to assess the possible application of this framework to the fund. When experience has been gained with the implementation of the EU taxonomy, we assume that the Ministry of Finance, as the responsible competent authority for reporting requirements that apply to investment managers in the private sector in Norway, also considers whether and to what extent relevant provisions in the regulations should apply to reporting from the fund. 
	Proposed changes to the Management Mandate for the Government Pension Fund Global
The GPFG’s mandate should reflect the importance of climate risk:
In the overall framework for the management of the fund, it is proposed that Section 1-3 (3) be expanded to read: “Responsible investment management shall form an integral part of the management of the investment portfolio, cf. Chapter 4. A good long-term return is considered to depend on sustainable economic, environmental and social development, as well as on well-functioning, legitimate and efficient markets. Responsible investment management shall be based on a long-term target of zero emissions of greenhouse gases from the companies in the investment portfolio, in line with international climate agreements to which Norway has acceded.”
A new provision is proposed under “Section 3-3. Measurement and management of climate risk” (which changes the numbering of subsequent provisions), with the following wording: “The bank shall establish principles for the measurement and management of climate risk. The measurements shall seek to capture all relevant climate risk associated with the financial instruments used in the management of the fund. The risk shall be estimated by several different methods. Stress tests shall be conducted on the basis of scenarios for future development.”
It is proposed that Section 4-1 be expanded to read: “The Bank shall seek to establish a chain of ownership tools as part of its responsible investment management efforts, with the aim that these activities will support the objectives and framework for the general management of the fund, cf. Section 1-2 and Section 1-3.”
It is proposed that Section 4-2 (3) under the principles for responsible investment management be expanded to read: “The principles shall be based on environmental, social and corporate governance considerations in accordance with internationally recognised principles and standards, such as the UN Global Compact, the OECD Principles of Corporate Governance and the OECD Guidelines for Multinational Enterprises. The principles shall also reflect the consideration of sound management of climate risk in line with internationally recognised principles and standards.”
It is proposed that Section 4-3 (1) be expanded to read: “The Bank shall contribute to the development of relevant international responsible investment management standards. Development of standards for the analysis and management of climate risk shall be given priority.”
It is proposed that reporting requirements under Section 6-1 (2) be expanded with a new provision c (which accordingly changes the numbering of subsequent provisions): “The extent to which the management of the fund seeks to exploit climate-related threats and opportunities.”
It is proposed that reporting requirements under Section 6-1 (4) h be expanded to read: “The responsible investment management efforts, cf. Chapter 4, including the use of tools and the effect of the exercise of ownership rights, as well as how the principles for responsible investment are integrated in the management of the fund. The work on climate risk shall be highlighted separately, and reporting shall be based on internationally recognised standards and methods.”



	Tools to address the GPFG’s climate risk
How the GPFG can best deal with climate risk:
Risk diversification: Since there is much we do not know about how climate risk will affect the valuation of companies, and there is no place a large fund like the GPFG can hide, the least risky approach is to diversify investments.
Active ownership: The most important tool for managing the GPFG’s climate risk is active ownership, since this is aimed directly at the origin of the fund’s climate risk.
Through active ownership, Norges Bank can
test and influence the robustness of the business models of the companies in which the fund has invested,
ensure that the companies have capital discipline, which means that capital can be channelled to profitable projects in the transition to a low-carbon economy, and
strengthen the financial market’s ability to price climate risk, primarily through better corporate reporting.
Utilisation of the risk budget for active management: Norges Bank may choose a different composition of the portfolio than the benchmark index to take advantage of what the bank believes are climate-related opportunities and threats. The bank can carry out a divestment if the assessment is that a company does not have a convincing restructuring strategy and focuses on bad projects rather than paying dividends.
Observation and exclusion: If there is an unacceptable risk that a company is associated with serious environmental damage or leads to greenhouse gas emissions to an unacceptable degree, it is relevant to observe or exclude based on a recommendation from the Council on Ethics.



The way forward
Even if climate policy succeeds, climate risk will be with us for many decades. And although the world’s understanding of climate risk is rapidly increasing, it must still be characterised as being in the making. This is one of the reasons we chose a relatively overarching and principled perspective in our approach, and emphasised the dissemination of general and universal insights, principles and recommendations that may be relevant over time. We emphasise the need for more information, better reporting and a stronger knowledge base, as well as the importance of resilience in the face of risks we do not fully know and understand.
The report does not try to provide detailed answers to all questions, but seeks to lay a foundation in order to continue work on climate risk for the GPFG in a more systematic manner. The Paris Agreement is structured so that climate policy is strengthened every 5 years, and we have recommended that the guidelines for the GPFG’s work on climate risk also be reviewed on a regular basis in line with more ambitious climate goals and increased knowledge about climate risk.
Appendix A: Mandate of the expert group
Mandate for report on how climate change, climate policy and the green transition may affect the Government Pension Fund Global
Background
The investment objective for the management of the Government Pension Fund Global (GPFG) is to seek the highest possible return after costs, given an acceptable level of risk. Within the overall financial objective, the fund shall be managed responsibly. A satisfactory return in the long run is assumed to depend on sustainable development. There is broad political consensus that the fund is not a climate nor a foreign policy instrument.
The Ministry of Finance has established an investment strategy, based on the fund’s purpose and characteristics and assumptions about how the financial markets work. The strategy rests on the key assumptions that financial markets are well-functioning, ensuring efficient allocation of capital and risk, and that risk may be reduced through diversification of investments.[footnoteRef:8] [8:  Further information about the fund is available at www.regjeringen.no/gpf.] 

The GPFG forms an integral part of the Fiscal budget and the fiscal policy framework. Government petroleum revenues are in their entirety transferred to the GPFG, whilst withdrawals from the Fund are determined by resolutions of the Storting.
The conversion of oil and gas resources into a broad portfolio of financial assets in the GPFG, has overall contributed to reducing the risk associated with Norway’s national wealth. Whilst reducing the exposure to the petroleum sector, the accumulation of large financial assets abroad does give rise to new sources of risk.[footnoteRef:9] [9:  NOU 2018: 17 Climate risk and the Norwegian economy.] 

The investment strategy implies that the return on the GPFG will largely reflect the return in the global financial markets. In these markets, the Fund is exposed to a number of risk factors, including climate change risk. Climate-related risk factors may affect overall returns, but may also vary between asset classes, regions, sectors, and companies.
Climate and environmental matters have for many years been a central part of the Ministry of Finance’s work with both the investment strategy and the framework for the management of the Fund, including the framework for responsible investment. Norges Bank applies considerable resources in this area.
Assessments of financial risk arising from climate change are integrated into both risk management, investment decisions and ownership activities.[footnoteRef:10] Furthermore, the ethically motivated guidelines for observation and exclusion from the GPFG include several criteria for climate and the environment. [10:  Norges Bank reports annually on its work on climate risk in the publication on responsible investment, see https://www.nbim.no/no/publications/. Norges Bank has also described its work on climate risk in several letters to the Ministry of Finance, including November 26, 2019, March 15, 2019, February 21, 2018, and February 5, 2015.] 

In 2009, the Ministry of Finance established separate, environmental-related investment mandates for the GPFG. Investments under these mandates currently range between NOK 30–120 billion. Investments are to be directed towards environmentally-friendly assets or technology, including climate-friendly energy, energy efficiency, carbon capture and storage, water technology and environmental services such as waste and pollution management, etc. In November 2019, the Ministry of Finance extended the environmental mandates investment universe to also include unlisted infrastructure for renewable energy.
In 2011, the Ministry of Finance, together with other major investors, participated in an international research project on the long-term consequences climate change implies for global capital markets. A report from the project was prepared, as well as an additional report on climate risk in the GPFG from the consulting company Mercer.[footnoteRef:11] [11:  “Climate Change Scenarios Tailored Report Norwegian Government Pension Fund Global”, Mercer March 2012] 

In a letter to the Ministry of Finance on 26 November 2019, Norges Bank reported on its climate risk efforts in the management of the GPFG. This was discussed in Meld. St. 32 (2019–2020) Government Pension Fund 2020.[footnoteRef:12] Climate risk has also been discussed in several previous reports to the Storting. In the report in the spring of 2017, there was a comprehensive discussion of climate risk and climate risk integration in the Fund management. In the report in the spring of 2018, a special account of the climate risk reporting framework was given, based on the TCFD recommendations.[footnoteRef:13] [12:  Meld. St. 17 (2011–2012) – regjeringen.no]  [13:  The Task Force on Climate-Related Financial Disclosure (TCFD) is a working group appointed by the Financial Stability Board. The working group presented its recommendations on climate risk reporting in the summer of 2017 and has since published two status reports on the implementation of the recommendations. In NOU 2018: 17 Climate risk and the Norwegian economy, it is observed that the TCFD framework may be a useful tool for companies in order to identify climate-related threats and opportunities, and that the framework may also be of relevance for the public sector.] 

Climate risk is a complex financial risk factor. Climate risk management therefore requires up-to-date knowledge and expertise. The Ministry of Finance has initiated work to investigate the ways in which climate change, climate policy and the green transition may affect GPFG risk and return and the management of the Fund.
Task statement
In order to provide the Ministry of Finance with a foundation for further deliberation, the report should provide insight into the significance of financial climate risk and climate-related investment opportunities for a fund with GPFG characteristics. The report should discuss alternative approaches to addressing these issues in the management of the GPFG.
The report should further discuss whether new, climate-related knowledge carry importance as to the key premises underpinning the fund’s investment strategy, including implications for the operational management. As part of this analysis, the report should discuss how financial climate risk affects financial markets, the properties of such risk in relative to other elements of financial risk, including to what extent climate risk is priced in financial markets.
Where appropriate, the report should also provide examples on how these issues are addressed by peers.
The expert group is to submit its report by 15 August 2021.
Appendix B: Composition of the expert group
Martin Skancke (group chair): Board chair of Principles for Responsible Investment (PRI), board member of Storebrand, Norfund and the Norwegian Climate Foundation. Member of the Task Force for Climate-Related Financial Disclosures (TCFD). Chaired the Climate Risk Commission in 2018. Former head of the Asset Management Department in the Ministry of Finance and head of the Department of Domestic Affairs at the Prime Minister’s Office. Has a master’s degree in business and economics from NHH Norwegian School of Economics, an MSc Economics from LSE and is a certified financial analyst.
Kristin Halvorsen (member): Director of the CICERO Center for International Climate Research. Minister of Education 2009–2013, Minister of Finance 2005-2009, Leader of the Socialist Left Party 1997–2012, Elected Member of the Storting 1989–2013. Member of the Mork Commission in 2016, Chair of the Climate Change Commission in 2020 (together with Vidar Helgesen), Chair of the Biotechnology Council 2014–2019, Chair of the Natural History Museum 2014-, Vice Chair of CCICED (China Council for International Cooperation on Environment and Development).
Tone Bjørnstad Hanstad (member): Investment professional at Ferd Capital, member of the ESG working group at Ferd and Ferd Capital. She started her career at Accenture Strategy as a management consultant, followed by the M&A department of DNB Markets Investment Banking Division, stock analyst in DNB Markets covering aquaculture sectors. At DNB, she started work on developing the framework for how to include ESG risk in the valuation of companies. Graduated with a master’s degree in business and economics from NHH Norwegian School of Economics, and studied at LSE and UCSD.
Karin S. Thorburn (member): Professor of Finance at NHH Norwegian School of Economics and Adjunct Professor at Wharton, University of Pennsylvania. Former Professor at Tuck School of Business, Dartmouth College. Member of the Mork Commission in 2016. Board member of Maritime & Merchant Bank, Global LNG Services, Preferred Global Health, Falck Advisory, Society for Financial Studies, and the International Financial Management Association. Former board member of SEB Investment Management, Nordea Bank Norge, and the European Finance Association. Affiliated with the Center for European Policy Research and the European Corporate Governance Institute. Member of the Advisory Board for the Luxembourg School of Finance, the steering committee of the Nordic Initiative for Corporate Economics, and the award committee for the Global Award in Entrepreneurship Research. Participated as an assessor and expert witness at Borgarting Court of Appeal. Doctorate in finance from the Stockholm School of Economics.
________
Thomas Ekeli (group secretary): Chief economist at Folketrygdfondet (National Insurance Scheme Fund) for nine years until 2020, interrupted by a year’s leave to head the secretariat of the Climate Risk Commission in 2018. He previously worked as a special adviser to the Norwegian OECD delegation in Paris, investment director and head of section at the Ministry of Finance, portfolio manager at NBIM in London, IMF petroleum fund adviser in East Timor, chief economist at Pareto Securities and macroeconomic analyst at Lehman Brothers in London. Graduated with a degree in economics from the University of Oslo.
image1.png
. Ownership strategies
investment strategy P & management and

ﬂ Norwegian Ministry
Overall goals and Measurement, of Finance
reporting

NORGES BANK

Changes in the mandate

Principles for managing climate risk for the GPFG >- % l;lfoFirwn:%if: Ministry

Basic assessments





