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The make-up of the fund

❑ Unlisted real estate 

was first introduced 

in 2011

❑ Until 2017, unlisted 

real estate was 

considered by the 

MoF to represent 

50 % equity and 

50 % bonds, and 

the benchmark equity-allocation was adjusted from the then prevailing target of 

60 % to that following from whatever the allocation to unlisted real estate 

entailed

❑ Since 2017 unlisted real estate has been treated as an active position against the 

benchmark, which does not hold any unlisted real estate

▪ The benchmark is 70 % equities and 30 % bonds

− Varies slightly over time in accordance with variations in market prices 

and is reset on a monthly basis

▪ NBIM makes an assessment in each case what amount and type of equities and 

bonds that will be sold in order to finance the purchase of the property

− E.g. a purchase of a UK property for mGBP 500 may be financed by selling 

mGBP 200 of UK equities and mGBP 300 in GBP bonds that the fund 

already holds

− Active returns on real estate are measured against this "funding"
3

This change of management 

policy means that 

performance since 2017 is the 

relevant metric for 

performance measurement 

under current regime
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Unlisted real estate – from 2024 annual report
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Unlisted: Portfolio constituents per the 2016 annual report

❑ 2,5 % of the fund, NOK 191 bn

▪ Dominated by prime properties in 

predominantly prestigious cities

▪ No exposure to emerging markets

❑ A significant tilt of the country/currency-

mix relative to the benchmark

▪ E.g. UK/GBP massively overweight

▪ 22,1% + 3,6% = 25,7% vs. 9,1%

▪ 0,7% / 9,1% = 7,7% of UK assets in real 

estate (no disc. betw. listed and unlisted)

▪ Same with France

5

Breakdown by cities and countries

Breakdown by currencies and sectors

The entire fund
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4

Unlisted: Portfolio constituents per the 2024 annual report

6

Breakdown by cities, countries and regionsBreakdown by currencies and sectors

The entire fund

❑ 1,8 % of the fund, 

NOK 364 bn

❑ Much the same 

picture, though 

slightly smaller 

UK/GBP overweight, 

but still massive 

▪ 20% vs 5,5%

▪ 0,33% / 5,5% 

= 6% of UK assets 

in unlisted real 

estate

❑ Same with France
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Unlisted: About valuation

7

From "Extended report on 

unlisted real estate 

investments 2018"

https://www.nbim.no/contentassets/b2884f1802524acfa07c

7e84186f4096/spu_real_estate_2018_web.pdf
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Unlisted: Costs

8

9,3 bp of current value NOK 

364 bn is NOK 328 mill in 

management costs

17,2 bp is the long run 

average, extremely high, but 

must be considered in the 

context of a time-varying 

asset value and is obviously 

tainted by start-up-costs

However, disproportionately 

high costs, regardless

In 2024, unlisted real estate 

accounts for almost 5 % of 

total costs (=0,2/4,1) while 

constituting less than 2 % of 

assets (1,8%)

And – excluding stock-picking –

it accounts for 13 % of costs [= 

0,2/(4,1-2,5)], while still only 

representing less than 2 % of 

assets

The level of costs must be 

considered in the context of 

the potential excess return, 

which is much smaller in 

unlisted real estate than in 

stock picking
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Available absolute return data

❑ NBIM publishes monthly historical returns, both absolute and relative

▪ For various parts of the fund, and various strategies within the fund

▪ In USD, NOK and the currency basket that constitutes the base currency for 

the fund

− This basket is made up of all currencies weighted in accordance with the 

benchmark allocation

❑ For real estate, NBIM publishes two sets of absolute return series

▪ "Blended" returns since inception in 2011

− Labelled "Real Estate Management" in NBIM's reporting

− This is the total return on both unlisted real estate, and listed real estate 

shares the fund holds that are part of the real estate mandate

− The latter represents a pure overweight towards listed real estate 

shares

− The benchmark allocation to real estate shares are not part of this 

reporting – this amounts to traditional stock picking

▪ Returns on unlisted real estate, but only since 1 Jan 2017

− Labelled "Real estate" in NBIM's reporting

− These returns are based on quarterly appraisal values for the underlying 

properties, in addition to realised returns in the form of rental income, 

transaction costs, property tax, insurance, maintenance costs and 

realised profit/loss from actual sales of properties held

− Importantly, these returns represent nearly unlevered returns, as 

opposed to returns on listed equities with a great degree of leverage 9
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The reported absolute returns

❑ Returns are here in USD

❑ Identical "Real estate" and "Real estate management" returns up until 2017, from 

which "Real estate" is unlisted only

▪ Importantly though, even if monthly returns are reported, the appraisal values 

are updated on a quarterly basis

− For the intermediate months values are largely kept constant in local 

currency terms

− The primary volatility observed in unlisted returns in intermediate months  

in the above is thus due to exchange rate variation on real estate assets 

not held in USD 10
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NOK bn

Listed 

real 

estate

Unlisted 

real 

estate

Proportion 

of fund 

unlisted

Total 

proportion in 

real estate

31.des.16 51 191 2,5 % 3,2 %

31.des.17 73 219 2,6 % 3,5 %

31.des.18 81 246 3,0 % 4,0 %

31.des.19 141 273 2,7 % 4,1 %

31.des.20 147 273 2,5 % 3,8 %

31.des.21 262 312 2,5 % 4,6 %

31.des.22 217 330 2,7 % 4,4 %

31.des.23 309 301 1,9 % 3,9 %

31.des.24 359 364 1,8 % 3,7 %
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High-level characteristics of reported absolute returns

❑ For comparison, we also include the return on a relevant MSCI index

▪ Which is a levered return

▪ Average Debt/Equity-ratio for companies in this index in the 

period 2017-2024 has been 90 %

❑ Returns for listed real estate are not reported on a monthly basis, 

only in periodic fund reports (annual and interim)

▪ Based on blended returns and returns on unlisted real estate, 

one may endeavour backing out an estimate of the return on 

listed real estate

▪ However, the blended returns are the weighted average of 

unlisted and listed returns, and we do not know the relative 

values of the two parts of the portfolio on a monthly basis

▪ Shown right are the periodic values of the two parts of the 

portfolio, but deducing listed monthly returns based on an 

assumption of stable evolution in relative value in each period, 

does not provide quarterly and annual returns that match those 

reported in interim and annual reports 11

Listed and unlisted real estate since the end of 2016High-level return characteristics

*Annualized risk-free rate in USD as reported by prof. Kenneth French
**MSCI World Equity Real Estate Investment Trusts Gross Total Return USD

Listed and unlisted real estate since the end of 2016

2011-2016
Blended since 

2017

Annualised average 2,9 % 2,9 %

Annualised volatility 7,6 % 9,3 %

Avg. risk free rate* 0,1 % 2,1 %

Sharpe ratio 0,37                     0,08                     

Unlisted since 

2017

MSCI real 

estate** since 

2017

2,3 % 7,0 %

5,7 % 18,0 %

2,1 % 2,1 %
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The natural starting point for risk adjustment

❑ We have data from 2017 onwards

❑ We know that unlisted returns are based on quarterly 

appraisal values

▪ Therefore, we consider quarterly data, with one 

obvious caveat being that we are then left with 

only 31 periods since 2017, increasing the 

estimation error compared with monthly data

❑ We also know that there is zero emerging markets 

exposure

▪ Thus, we consider only developed markets 

factors

❑ Bonds is the Bloomberg Aggregate global bond index

❑ Observations

▪ Positive annualized alpha of 118 bp

▪ But the factor loadings seem strange

− Zero to mainstream equities? Inconsistent 

with existing research

▪ The regression has absolutely zero explanatory 

power – adj. R2 of 4%

13

Alpha 
(annualized, 

bp)
RM Bonds SMB HML RMW CMA

Coefficient 118 0 % 23 % 32 % -14 % 21 % 34 %
p-val 67 % 96 % 28 % 17 % 56 % 47 % 33 %
Adj. R2 4 %
F-test p-val 23 %
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We know that appraisal values are smooth

❑ NBIM's unlisted

real estate returns

are strongly serially 

correlated

❑ Confirms smoothness

❑ We should perhaps

include a lagged return

in our analysis
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An adjusted model

❑ Now the adj. R2 is meaningful at 51 %

❑ Previous return and bonds are significant factors

❑ Relatively high beta towards the robustness factor, 

which perhaps makes sense

▪ And the factor is almost significant with a p-

value of 13 %

❑ Alpha is now negative at -137 per year
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Estimated beta-factors

Regression summary

Alpha 
(annualized, 

bp)

Return t-
1

RM Bonds SMB HML RMW CMA

Coefficient -137 74 % 6 % 36 % 9 % 6 % 33 % 6 %
p-val 51 % 0 % 41 % 3 % 59 % 75 % 13 % 51 %
Adj. R2 51 %
F-test p-val 0 %
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NBIM unlisted MSCI NCREIF

Some perhaps interesting perspectives (1/2)

❑ A very weak relationship to listed real estate

❑ Apparently a relatively strong correlation to NCREIF

▪ But NCREIF is not tradable

▪ NCREIF is an index based on appraisal values of 

US office and retail properties

− Valuations used by pension funds etc.

❑ NBIM has, however, significantly underperformed 

relative to this index
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Some perhaps interesting perspectives (2/2)

❑ Given the high degree of autocorrelation, it is perhaps interesting to consider the residuals of an AR1-adjusted 

model on NBIM's unlisted return

▪ The R2 rises from 0,12 (previous page) to 0,26, but still not a very strong relationship to market returns

❑ Perhaps looking over longer horizons reveals a relationship to market returns

▪ Top right shows the Pearson correlation as a function of interval length

− 2 = semi-annual, 4 = annual

▪ Reveals a stronger relationship for periods up to a year, then dropping

− Caveat: Fewer observations for longer intervals - at annual intervals we have only 8 observations

▪ Results consistent with Ang (shown later)
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Correlation NBIM unlisted to MSCI REITS 
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We have tried a host of different models

❑ Given that it is primarily in the UK, France and the US the unlisted assets are, we tried using country equity 

and bond indices as factors, with and without global factors and with and without French-factors – no luck

❑ We've tried lagging these, including also lagged NBIM unlisted returns – no luck

▪ We've also experimented by dynamically altering the lags, to maximize R2, but no luck

❑ We've tried including exchange rates – largely not significant

❑ The model with the highest adj. R2 we were able to identify is shown below – but a short-position in bond 

returns the previous period?

▪ We get a very similar result using French's RM instead of MSCI's REITs

− In that version the alpha is significantly negative at minus 3,2 %, but adj. R2 is weaker
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Alpha 
(annualiz

ed, bp)
Ret_t-1 Bondst-1 REITs_t-1 Bonds REITs Alpha

Coefficient -177 72 % -31 % 15 % 36 % 10 % 0 %
p-val 25 % 0 % 3 % 1 % 1 % 5 % 25 %
Adj. R2 61 %
F-test p-val 0 %
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From Andrew Ang's book "Asset Management", 2014 (1/2)
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From Andrew Ang's book (2/2): "Direct real estate returns are not returns!"
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Large ownership shares in listed real estate companies

Listed real estate

❑ NBIM holds listed real estate as part of the equity benchmark replication

❑ However, under the real estate mandate, allowing up to 7 % of the fund to be 

allocated to unlisted real estate, additional exposure can be taken towards not 

only unlisted real estate, but also listed real estate

▪ NBIM shall not hold more than 10 percent of the voting shares of any one 

company, however listed and unlisted real estate companies are exempted 

from this

❑ As mentioned, NBIM does

not provide monthly historical

returns on this part of the

portfolio, other than in

written form in the periodic

annual and interim

reports for the fund

▪ And then only in terms of the 

currency basket of the fund

22
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Reported Estimated

NOK bn

Listed real 

estate 

(NOK bn)

Unlisted 

real estate 

(NOK bn)

Unlisted 

return

Blended 

return

Estimated 

listed 

return

Quarterly 

return

Quarterly 

return

31.des.16 51 191

31.jan.17 52 192 1,20 % 0,66 % -1,31 %

28.feb.17 54 193 -0,69 % 0,25 % 3,58 %

31.mar.17 55 194 1,59 % 0,90 % -1,53 % -0,70 % 0,66 %

30.apr.17 56 195 1,28 % 1,49 % 2,22 %

31.mai.17 56 197 0,94 % 1,33 % 2,70 %

30.jun.17 57 199 1,91 % 1,65 % 0,77 % 3,60 % 5,79 %

An attempt

❑ We've reviewed all the periodic reports since 2016

▪ History from before January 2017 is not relevant due to the policy change in 

real estate management

▪ Until and including 2019, NBIM provided quarterly interim reporting

▪ Since 2020, only semi-annual reporting

❑ Assuming relatively smooth asset values for listed and unlisted assets, one may 

bootstrap out from the blended and pure unlisted monthly returns a return series 

for listed real estate assets

▪ Like this:

▪ Of course, we may use an optimiser under certain more or less sensible 

constraints and try and bootstrap out a portfolio composition that provides 

matching returns, but this still has infinite possible solutions:
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Reported Estimated

NOK bn

Listed real 

estate 

(NOK bn)

Unlisted 

real estate 

(NOK bn)

Unlisted 

return

Blended 

return

Estimated 

listed 

return

Quarterly 

return

Quarterly 

return

31.des.16 51 191

31.jan.17 39 191 1,20 % 0,66 % -1,97 %

28.feb.17 69 193 -0,69 % 0,25 % 2,87 %

31.mar.17 55 194 1,59 % 0,90 % -1,53 % -0,70 % -0,70 %

30.apr.17 551 0 1,28 % 1,49 % 1,49 %

31.mai.17 751 0 0,94 % 1,33 % 1,33 %

30.jun.17 57 199 1,91 % 1,65 % 0,77 % 3,60 % 3,63 %

Ridiculous 

implied 

asset mix

Perhaps the blended return is 

not just simply the weighted 

average of the two?

There is an issue here 

regarding the fact that stated 

returns are in fund basket 

currency units
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So, let's use what we have from periodic reporting

❑ As mentioned, in annual and interim reports, NBIM documents as part of the 

written continuous text (no tables), the return generated on the listed real estate 

portfolio that is part of the real estate management mandate

❑ Cells marked with a red triangle are not officially reported, but are imputed from 

shorter and longer-term reported returns
24

Example from 2018-report

Reported returns on listed real estate vs. comparable market returns

We are comparing with "MSCI 

World Equity Real Estate 

Investment Trusts Gross Total 

Return USD"

Gross means before 

withholding taxes

We believe this to be fair, as 

NBIM's listed real estate assets 

are largely in countries in 

which NBIM gets most or all of 

the withholding tax paid 

reimbursed under bilateral tax 

agreements with the topical 

countries and Norway

Reported Reported Reported MSCI MSCI MSCI Excess ret. Excess ret. Excess ret.

NOK bn

Listed real 

estate 

(NOK bn)

Unlisted 

real estate 

(NOK bn)

Proportion 

of fund 

unlisted

Quarterly 

return

Semi-annual 

return
Annual return

Quarterly 

return

Semi-

annual 

return

Annual 

return

Quarterly 

return

Semi-

annual 

return

Annual return

31.des.16 51 191 2,50 % -2,3 % 4,99 %

31.mar.17 55 194 -0,70 % 3,00 % -3,70 %

30.jun.17 57 199 3,60 % 2,87 % 2,47 % 1,71 % 1,13 %

30.sep.17 58 199 1,10 % 1,51 % -0,41 %

31.des.17 73 219 2,60 % 9,70 % 10,91 % 14,1 % 4,01 % 5,58 % 11,43 % 5,70 % 2,67 %

31.mar.18 73 217 -5,40 % -5,20 % -0,20 %

30.jun.18 78 220 5,20 % -0,48 % 5,30 % -0,17 % -0,10 %

30.sep.18 77 226 0,10 % 0,46 % -0,36 %

31.des.18 81 246 3,00 % -9,96 % -9,87 % -10,3 % -4,27 % -3,83 % -3,99 % -5,68 % -6,31 %

31.mar.19 92 247 14,50 % 16,45 % -1,95 %

30.jun.19 95 247 -6,10 % 7,52 % 2,45 % 19,31 % -8,55 %

30.sep.19 115 268 7,10 % 6,48 % 0,62 %

31.des.19 141 273 2,70 % 4,99 % 12,45 % 20,9 % 0,24 % 27,35 % 4,75 % -6,45 %

30.jun.20 136 295 -22,10 % -13,21 % -8,89 %

31.des.20 147 273 2,50 % 9,24 % -14,9 % 10,21 % -4,34 % -0,97 % -10,56 %

30.jun.21 212 281 14,00 % 19,09 % -5,09 %

31.des.21 262 312 2,50 % 11,23 % 26,8 % 15,17 % 37,15 % -3,94 % -10,35 %

30.jun.22 230 354 -20,90 % -19,57 % -1,33 %

31.des.22 217 330 2,70 % -12,52 % -30,8 % -6,95 % -25,16 % -5,57 % -5,64 %

30.jun.23 246 345 1,70 % 2,17 % -0,47 %

31.des.23 309 301 1,90 % 14,65 % 16,6 % 8,99 % 11,35 % 5,67 % 5,25 %

30.jun.24 329 307 3,50 % -2,45 % 5,95 %

31.des.24 359 364 1,80 % 6,18 % 9,9 % 5,80 % 3,21 % 0,38 % 6,69 %

Mean / Sum 2,01 % 1,77 % 4,04 % 2,74 % 2,79 % 7,12 % -3,09 %

Volatility 13,99 % 16,91 % 20,26 % 11,05 % 15,74 % 19,49 % 6,92 %

Excess return (annualized) -2,92 % -2,03 % -3,09 %
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Risk adjusted return on listed real estate

❑ The relationship is significant

▪ But there is an issue regarding base currency – better reporting would remedy 

this

❑ Beta is approximately 1,0

❑ Alpha is about minus 3 % per annum
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Reported returns on listed real estate vs. comparable market returns

y = 97,73%x - 2,92%
R² = 88,39%

y = 104,37%x - 0,85%
R² = 67,88%

y = 105,77%x - 1,54%
R² = 88,77%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

-30% -20% -10% 0% 10% 20% 30% 40% 50%

R
e
p
o
rt

e
d
 r

e
tu

rn

Return on MSCI real estate index

Annual return Quarterly return Semi-annual return

L
is

te
d
 r

e
tu

rn
s



Agenda

26

Introduction 2

Unlisted returns 12

Listed returns 21

NBIM's letter 3/11/2025 26

Conclusions 30



The Ministry of Finance requested a report: 

The shocking reality
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Significance

❑ An annual loss of 1,81 % on unlisted real estate of NOK 364 bn amounts to an 

annual loss of NOK 6,6 bn per year

❑ An annual loss of 6,47 % on listed real estate of NOK 359 bn amounts to an annual 

loss of NOK 23 bn per year

▪ This initiative has been greatly expanded during Nicolai Tangen's tenure
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The actual historical loss on listed real estate

❑ We may estimate a historical loss, based on periodic reporting, though 

acknowledging that returns are in basket currency units and fund values are in 

NOK

❑ We estimate an actual historical loss of about NOK 72 bn

29

% of tot. 

Fund

Reported
Excess ret. vs. funding 

listed

NOK bn

Total fund 

(NOK bn)

Unlisted real 

estate (NOK 

bn)

Listed real 

estate 

(NOK bn)

A: Listed vs. 

funding
NOK bn

31.des.17 8 488 219 73 0,01 % 0,8

31.des.18 8 256 246 81 -0,05 % -4,2

31.des.19 10 088 273 141 0,04 % 3,7

31.des.20 10 914 273 147 -0,39 % -42,6

31.des.21 12 340 312 262 0,15 % 16,8

31.des.22 12 429 330 217 -0,35 % -40,9

31.des.23 15 765 301 309 0,11 % 15,5

31.des.24 19 742 364 359 -0,13 % -20,9

Mean / Sum -72

Actual historical loss on listed real estate
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Conclusions

❑ Coming into 2025, NBIM had NOK 359 bn in listed real estate assets

▪ A 3 % annual loss on this amounts to NOK 11 bn – per year

− The reality is even worse – of the order of NOK 23 bn!

▪ An actual loss of NOK 72 bn is already realised on listed real estate

▪ Things would have been better had NBIM simply replicated the benchmark

❑ There is zero academic or empirical evidence to support an overweight of the 

portfolio towards real estate in the first place

▪ Responsibilities must be distributed fairly

− NBIM is responsible for managing in accordance with the mandate: Poor

− The Ministry of Finance is responsible for deciding to overweight unlisted 

real estate, in direct contradiction with academic reports received: Poor

❑ And if the listed performance is a guide to actual, risk-adjusted unlisted 

performance, it's even worse – so it seems

❑ One may wonder why NBIM reports almost all kinds of return data, except from 

the return on listed real estate assets managed under the real estate mandate

❑ From January 2025 NBIM has merged the equity investment department with the 

real estate and infrastructure department into a single unit called “Active 

Strategies”

▪ Supposedly to strengthen management by bringing together expertise across 

asset classes

▪ But emphasizes that the investment strategy itself remains unchanged 31
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Actual realised historical loss

32

Reported Reported Reported MSCI MSCI MSCI Excess ret. Excess ret. Excess ret. Excess ret. Excess ret.

NOK bn

Listed real 

estate 

(NOK bn)

Unlisted 

real estate 

(NOK bn)

Proportion 

of fund 

unlisted

Quarterly 

return

Semi-annual 

return
Annual return

Quarterly 

return

Semi-

annual 

return

Annual 

return

Quarterly 

return

Semi-

annual 

return

Annual return NOK bn NOK bn

31.des.16 51 191 2,50 % -2,3 % 4,99 %

31.mar.17 55 194 -0,70 % 3,00 % -3,70 % -2,0

30.jun.17 57 199 3,60 % 2,87 % 2,47 % 1,71 % 1,13 % 0,6

30.sep.17 58 199 1,10 % 1,51 % -0,41 % -0,2

31.des.17 73 219 2,60 % 9,70 % 10,91 % 14,1 % 4,01 % 5,58 % 11,43 % 5,70 % 2,67 % 3,7 1,6

31.mar.18 73 217 -5,40 % -5,20 % -0,20 % -0,1

30.jun.18 78 220 5,20 % -0,48 % 5,30 % -0,17 % -0,10 % -0,1

30.sep.18 77 226 0,10 % 0,46 % -0,36 % -0,3

31.des.18 81 246 3,00 % -9,96 % -9,87 % -10,3 % -4,27 % -3,83 % -3,99 % -5,68 % -6,31 % -4,5 -4,8

31.mar.19 92 247 14,50 % 16,45 % -1,95 % -1,7

30.jun.19 95 247 -6,10 % 7,52 % 2,45 % 19,31 % -8,55 % -8,0

30.sep.19 115 268 7,10 % 6,48 % 0,62 % 0,7

31.des.19 141 273 2,70 % 4,99 % 12,45 % 20,9 % 0,24 % 27,35 % 4,75 % -6,45 % 6,1 -6,8

30.jun.20 136 295 -22,10 % -13,21 % -8,89 % -12,3

31.des.20 147 273 2,50 % 9,24 % -14,9 % 10,21 % -4,34 % -0,97 % -10,56 % -1,4 -14,9

30.jun.21 212 281 14,00 % 19,09 % -5,09 % -9,1

31.des.21 262 312 2,50 % 11,23 % 26,8 % 15,17 % 37,15 % -3,94 % -10,35 % -9,3 -21,4

30.jun.22 230 354 -20,90 % -19,57 % -1,33 % -3,3

31.des.22 217 330 2,70 % -12,52 % -30,8 % -6,95 % -25,16 % -5,57 % -5,64 % -12,5 -13,3

30.jun.23 246 345 1,70 % 2,17 % -0,47 % -1,1

31.des.23 309 301 1,90 % 14,65 % 16,6 % 8,99 % 11,35 % 5,67 % 5,25 % 15,7 13,5

30.jun.24 329 307 3,50 % -2,45 % 5,95 % 19,0

31.des.24 359 364 1,80 % 6,18 % 9,9 % 5,80 % 3,21 % 0,38 % 6,69 % 1,3 22,2

Mean / Sum 2,01 % 1,77 % 4,04 % 2,74 % 2,79 % 7,12 % -3,09 % -19 -24

Volatility 13,99 % 16,91 % 20,26 % 11,05 % 15,74 % 19,49 % 6,92 %

Excess return (annualized) -2,92 % -2,03 % -3,09 %

Reported returns on listed real estate vs. comparable market returns

Between NOK 19 bn 

and NOK 24 bn lost vs. 

MSCI Reits
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