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The change in the market valuation of Novo Nordisk and Novozymes shares was the 

largest single impact on the wealth of Novo A/S, also in 2008. All equity based asse ts in 

the portfolio have lost value during the ®nancial crisis, and as a consequence t he liquid 

reserves have also been reduced in value compared to the previous year. Howev er, a 

relative overweight position in the holding of bonds has prevented the rese rves from 

falling at the same rate as equities.
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Total assets in 2008 decreased by 21% 

and liquid assets by 15%

At the end of 2008 the total value of Novo A/S' assets amounted to 

DKK 59 billion, a decrease of DKK 15 billion or 21% compared to the 

previous year. In this amount both A and B shares in Novo Nordisk 

A/S and Novozymes A/S are included although the A shares are not 

listed and thus not priced in the market. In the statement the share 

price of the B shares has been applied to the A shares. 

The assets were placed in the following three major areas:

�t�� �T�I�B�S�F�T���J�O���U�I�F���U�X�P���M�J�T�U�F�E���D�P�N�Q�B�O�J�F�T���/�P�W�P���/�P�S�E�J�T�L���"���4��

 and Novozymes A/S

�t�� �J�O�W�F�T�U�N�F�O�U�T���J�O���M�J�G�F���T�D�J�F�O�D�F���W�F�O�U�V�S�F�T���B�O�E���T�F�F�E�T

�t�� �m�O�B�O�D�J�B�M���J�O�W�F�T�U�N�F�O�U�T����

The value of the assets in each of the three categories appears in the 

table in the next column. 

Investment strategy

Novo's overall strategy is to maintain ownership of Novo Nordisk' and 

Novozymes' shares at a level just above 25% and to invest dividends 

from these companies and other income in life science investments as 

well as in a diversi®ed portfolio of ®nancial assets. 

 

The annual venture investments amount to close to DKK 500 mil-

lion, part of which is ®nanced by exits from the venture portfolio, 

and we expect this trend to continue. A breakdown of the venture 

investments by technology, maturity and geography appears on page 

29. At the end of 2008 it was decided in the future also to invest in 

more mature life science companies. This will include larger individual 

investments in companies that already have marketed products or 

products in late clinical development. 

The size of the ®nancial investments has increased from approximately 

DKK 0.5 billion at the end of 2004 to approximately DKK 7 billion at 

the end of 2008. Today they constitute a broad portfolio consisting 

of a number of asset classes in contrast to 2004 when the ®nancial 

investments were solely made in Danish bonds. The composition at 

the end of the year appears in the pie chart below. Investments in 

listed equities, corporate debt and emerging market debt are made 

indirectly through managed funds or discretionary mandates.

As Novo has a long-term investment perspective and since there 

are not any major external obligations besides payment of divi-

dends to the Novo Nordisk Foundation, the main focus is on  

equity-based assets which are expected to give a higher return. In 

2008, however, the proportion of shares was smaller due to the 

heavy drop in share prices in the stock markets.

Return on investments

As in previous years the ®nancial investments increased during 

the third quarter following the adjustment of the share holdings 

in Novo Nordisk, cf. below. In 2008, this adjustment contributed 

DKK 1 billion. This relatively large increase in the ®nancial assets 

remained invested in short-term bonds and ®xed-term deposits 

for the remainder of the year.

The total return on Novo A/S' investments in 2008 is distributed 

as follows:

 Value at 31 December 2008 Returns 2008

  DKK million  DKK million

Shares in Novo Nordisk A/S 43,813  (9,696) 1)

Shares in Novozymes A/S 6,928  (2,635) 1)

Venture investments  1,347  (777) 2)

Financial investments  7,136  (1,962) 3)

1) Share price changes, dividends, and pro®t on sales.

2) Pro®t and loss from sales and unrealised adjustments from IPOs.

3) Realised and unrealised pro®ts and loss.

Novo's total return in 2008 amounted to DKK -15 billion.

The value of the holdings of shares in Novo Nordisk and Novozymes 

decreased by DKK 10 billion and DKK 3 billion respectively. The 

decrease in the value of Novo Nordisk includes the sale of 3.3 

million shares in 2008. 

Assets and ®nancial investments

Mix of ®nancial investments

�# Private Equity 6%

�# Real estate 4%

�# Corporate debt 4%

�# Emerging markets bonds 7%

�# Danish bonds and cash 42%

�# Listed equities 37%
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In 2008, Thiakis Ltd. was sold to Wyeth Pharmaceuticals, and 

continued milestone payments pertaining to previous years' exits 

were received, resulting in total payments of DKK 67 million in 

2008. The value of the venture portfolio was in 2008 primarily 

in¯uenced by the falling share prices.

Liquid ®nancial investments in 2008 yielded DKK -1,713 million, 

equivalent to an average return of -21% for the full year.

Cash ¯ows in Novo A/S

The funds ¯owing into Novo A/S primarily originate from four sources:

�t�� �5�I�F���M�B�S�H�F�T�U���D�P�O�U�S�J�C�V�U�J�P�O���J�O�����������
���B�T���J�O���Q�S�F�W�J�P�V�T���Z�F�B�S�T�
���P�S�J�H�J�O�B�U�F�E��

from the sale of B shares in Novo Nordisk. Novo Nordisk in 2008 

reduced its share capital following a share buy-back program. 

As a result of this, Novo's ownership in the company rose above 

the targeted level of just above 25%. Consequently ± and as 

a means of diversifying ± the level was brought back to the 

original level. In 2008 this provided DKK 1 billion. 

�t�� �*�O�� ���������
�� �/�P�W�P�� �S�F�D�F�J�W�F�E�� �E�J�W�J�E�F�O�E�T�� �G�S�P�N�� �/�P�W�P�� �/�P�S�E�J�T�L�� �B�O�E��

Novozymes of DKK 825 million equivalent to an increase of 

DKK 149 million from the year before.

�t�� �&�Y�J�U�T���G�S�P�N���W�F�O�U�V�S�F���J�O�W�F�T�U�N�F�O�U�T���J�O�������������Z�J�F�M�E�F�E���%�,�,���������N�J�M�M�J�P�O��

against DKK 109 million in 2007. 
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companies

Growth
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�t�� �3�F�U�V�S�O���P�O���m�O�B�O�D�J�B�M���J�O�W�F�T�U�N�F�O�U�T���J�O�������������B�N�P�V�O�U�F�E���U�P���%�,�,�������
��������

million compared to DKK 202 million the previous year. 

Apart from expenses in connection with the running of Novo A/S, 

there are four main categories of out¯ows and investments:

�t�� �5�I�F���E�J�W�J�E�F�O�E���U�P���U�I�F���/�P�W�P���/�P�S�E�J�T�L���'�P�V�O�E�B�U�J�P�O���J�O�������������B�N�P�V�O�U�F�E��

to DKK 238 million, an increase of DKK 48 million from 2007.

�t�� �4�F�F�E���J�O�W�F�T�U�N�F�O�U�T���J�O�������������B�N�P�V�O�U�F�E���U�P���%�,�,�����������N�J�M�M�J�P�O��

�t�� �7�F�O�U�V�S�F���J�O�W�F�T�U�N�F�O�U�T���J�O�������������B�N�P�V�O�U�F�E���U�P���%�,�,�����������N�J�M�M�J�P�O��

�t�� �*�O�� ���������
�� �/�P�W�P�� �S�F�E�V�D�F�E�� �J�U�T�� �m�O�B�O�D�J�B�M�� �J�O�W�F�T�U�N�F�O�U�T�� �C�Z�� �%�,�,�� �������� 

million.

Developments in the ®nancial markets

The ®nancial crisis that started in the summer 2007 as a crisis in the 

American housing market, escalated during 2008 and spread to 

become one of the largest ®nancial crises in world history, result-

ing in the collapse of a number of banks primarily in the USA and 

Europe. A number of large ®nancial institutions both in the USA and 

in Europe had to be partially nationalised or be taken over by other 

banks in order to survive. The reason for the crisis may be found in the 

surplus purchasing power and low interest rates that have prevailed 

over a number of years. It has made it easy to borrow and resulted 

in excessive spending. The bill now has to be paid and a long global 

recession seems to be a threat. 

During 2008 the global stock markets experienced sizeable ̄ uctua-

tions and fell considerably especially towards the end of the year. In 

2008, the S&P 500 index fell by 36% while the MSCI World Index 

fell by 38%, both measured in Danish krone, which is the largest 

drop in more than 70 years. 

The development within interest-bearing securities has also been 

in¯uenced by high volatility throughout 2008. Interest rates ± both 

short as well as long term rates ± declined considerably in both the 

USA and Europe. Interest rates also fell in Denmark; however, the 

interest spread against the Euro has increased due to the pressure on 

the Danish krone in connection with the ®nancial crisis. This resulted 

in two isolated lending rate hikes in Denmark and an isolated drop 

in lending rates during the fourth quarter, and the interest spread 

against the Euro in 2008 increased from 0.25% to 1.75% and ended 

the year at 1.25%. The credit spread increased considerably both 

in regard to emerging market debt and corporate debt. The credit 

spread in the corporate debt segment is at a level that has not been 

experienced since the 1930s. 

Asset management

Most of the ®nancial investments are made through external man-

agers. The selection of external managers is a very important activity. 

Important criteria in the selection of managers are that the managers 

have a coherent and well-de®ned investment strategy that has proven 

to be successful over a number of years. Furthermore, the manager 

should have a large part of his own funds placed in the same strategy. 

And ®nally, the fee structure must be fair and preferably a limited 

amount of funds under management.

At the end of 2008 the investments in shares were split between 

14 external Danish and international managers in a mix of global 

mandates and regional or country speci®c mandates. The global 

share mandates amounted to DKK 1,079 million at the end of 

2008, while the regional/country speci®c mandates amounted to 

DKK 1,548 million. 

 

The Danish bond portfolio consists of listed government and 

mortgage bonds which are mainly administered in-house. At 

31 December 2008 the bond portfolio and ®xed-term deposits  

totalled DKK 3,003 million.

The portfolio of emerging market bonds, which are managed  

externally, totalled DKK 486 million at the end of the year.

The asset class `corporate debt' consists of four external mandates 

and totalled DKK 319 million at the end of the year.

�� Real estate funds 40%

�� Private Equity fund-of-funds 22%

�� Private Equity funds 38%

Illiquid investmentsMix of listed equities ± global spread

�  Latin America 3%

�  Asia excl. Japan 6%

�  Japan 16%

�  North America 28%

�  Europe excl. Denmark 32%

�  Denmark 15%
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Benchmarks

In order to evaluate Novo's investments, performance is measured 

against a number of benchmarks. Listed equities are measured against 

the MSCI World Index. For Danish bonds the EFFAS 1-3 index is used, 

while the benchmark for emerging market debt is the J.P. Morgan 

Emerging Market Bond Index, and for corporate debt the Merrill Lynch 

Global High Yield Index. For private equity the MSCI World is applied 

with addition of 4% p.a., while real estate investments are bench-

marked against a ®ve year swap interest with addition of 2% p.a.

Illiquid investments

A limited proportion of the ®nancial investments have been placed 

in illiquid assets.

Novo committed DKK 435 million to three private equity funds 

during 2008. The total commitment for private equity as per 31 

December 2008 is DKK 848 million, of which DKK 535 million 

has been given to direct funds and DKK 313 million to fund-of-

funds. No further commitments were given to private equity funds  

investing in corporate debt and the total investment of DKK 188 

million is unchanged from 2007. 

In 2008, commitments of DKK 106 million were given for investment 

in a real estate fund; the total investment in this asset class at the end 

of 2008 amounted to DKK 401 million. 

As all commitments to illiquid ®nancial investment were made dur-

ing the period 2005-2008, only a minor part of the commitments, 

as anticipated, has been actively invested. Within private equity DKK 

429 million out of a total commitment of DKK 1,034 million has 

been invested.

A considerably larger part of the commitments to real estate funds 

has been invested: DKK 310 million of a total commitment of DKK 

408 million. 

Returns

Overall Novo's portfolio was managed better than benchmarks also 

in 2008. The time-weighted returns on the entire portfolio in 2008 

were -21% against a weighted benchmark of -26%.

The main reason why Novo's portfolio has performed well compared 

to the benchmark is that the portfolio in 2008 had a risk pro®le that 

was more conservative than the benchmark. This is primarily due to 

an underweight of listed equities compared to benchmark matched by 

an overweight of government and mortgage bonds. This overweight 

was gradually built from the second half of 2007 until the end of the 

third quarter 2008, when funds, i.e. dividends from Novo Nordisk and 

Novozymes and revenue from the sale of Novo Nordisk shares, were 

invested in bonds. During the last quarter of the year Novo initiated 

a build-up to a larger holding of shares as stock prices had reached a 

very attractive level. Simultaneously, Novo sought to take advantage 

of the state guarantee package that was introduced in October 2008 

by the government and the ®nancial sector in Denmark.

Novo's illiquid investment program has now been in existence for 

four years and the invested amount is increasing compared to the 

commitments made. However, it is still too early to measure the 

returns, and the ®nancial crisis has certainly made the future more 

unpredictable also in this respect. 

Financial resources

Novo's goal is to have ®nancial resources that can easily be activated 

at any time. 

As the shares in Novo Nordisk and Novozymes and the unlisted shares 

in the venture portfolio are not regarded as liquid, the portfolio of 

®nancial investments is primarily placed in liquid assets. At the end 

of 2008, more than 90% of the ®nancial investments were liquid. 

We expect that the share of liquid assets will decline, however not 

below a level of 80% of the total ®nancial investments. 
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