


Financial investments

Development in the financial markets

The global crisis that has characterised the finaiat markets since the
summer of 2007, subsided during 2009 after a mass&intervention
from the world's leading central banks through conglerable cuts in
interest rates and supportive buying of both goverment and mort-
gage bonds. Although we may have seen the end of th financial
crisis, there still is a long way before the ensugheconomic crisis is
over. Most of the worlds economies were thrown inb the worst
recession since the 1930s, and there are no indidgans that it will be
over in the near future. Today, it is still uncertm what will happen
when the turmoil eventually abates and the recessiois over. Will the
world economy revert to the same growth rates as biere the crisis,
or can we expect lower rates? The latter is probaplthe most likely
result, especially since the American economy forrmimber of years
has been characterised by heavy lending and excessspending.

Again in 2009 the global stock markets experienced turbulent year.
The free fall continued at the beginning of the yeg where both the
U.S., measured by the S&P index, and the world indemeasured by
the MSCI world index, fell by another 25% in the fist two months.
Later, the markets experienced a sudden turn, and ankets increased
on average by 65% towards the end of the year. In 209 the U.S. S&P
index increased by 23% and the global MSCI world itex by 26%.

Contrary to the stock markets, the fluctuations irthe global govern-
ment bond market have been moderate. The short terninterest
rate in the USA remained very stable and reflectbi¢ fact that the

leading interest rate, Fed funds, averaged 0.25% ttough 2009. The
American long term interest rate increased by appsomately one
percentage point. In Europe the picture was the oppsite, where the
long term interest rate remained stable throughouthe year whereas
the short term interest rate fell by approximately0.5 percentage
point as a consequence of the reduction of the leamhg interest rate,

Share portfolio 2009 + global spread
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Refi-rate, by 1.5 percentage points to 1%. In Denmik the trend was
the same as in the rest of Europe, however with atger reduction in
the short-term interest rates. This is due to thedct that the Danish
central bank decreased the span to "Euroland' to thnormal level of
0.2 percentage points, where it was 1.25 percentagepoints at the
beginning of the year.

The credit spread tightened considerably both in eerging market
debt and corporate debt. In regard to emerging markt debt the
credit spread today is closer to the levels beforthe crisis whereas
the spread for corporate debt levels remains at afatively high level.

Overall Novo's financial investments have done wethrough the
turbulence with an average return on the entire potfolio of 20.8%
against a weighted benchmark return of 19.8%.

Asset management

Most of the financial investments are made throughexternal man-
agers. The selection of these is a very importantavity. Important

criteria in the selection of managers are that theyave a coherent
and well-defined investment strategy that has proveto be success-
ful over a number of years. Furthermore, the manageshould have
a large part of his own private wealth invested ithe same strategy,
and a limited amount of assets under management. Adfinally, the

fee structure must be fair.

At the end of 2009 the investments in equities weresplit between 13
external Danish and international managers in a mixf global man-
dates and regional or country specific mandates, ahfurthermore in
three index mandates. The global equity mandates amunted to DKK
1,232 million at the end of 2009, while the regiona/country specific
mandates amounted to DKK 2,009 million and the ind& mandates
to DKK 1,229 million.
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The Danish bond portfolio consists of listed govement and mort-
gage bonds which are administered in-house. At 31 Bcember
2009 the bond portfolio and fixed-term deposits totalled DKK 1,209
million.

The portfolio of emerging markets bonds, which aremanaged ex-
ternally by one manager, totalled DKK 662 million ethe end of the
year, while corporate debt consists of five exterdanandates and
amounted to DKK 547 million.

Benchmarks

In order to evaluate Novo's investments, performarecis measured
against a number of benchmarks. Listed equities armeasured
against the MSCI World Index. For Danish bonds theFFAS 1-3 is
used, while the benchmark for emerging market debtis the J.P.
Morgan Emerging Market Bond Index, and for corpora debt the
Merrill Lynch Global High Yield index.

llliquid investments
A limited proportion of the financial investments tave been placed
in illiquid assets.

No further commitments to private equity funds weregiven in 2009.
The total commitment for private equity as per 31 Bcember 2009

Mix of financial investments

+ Private Equity 2%
Real estate 3%
Corporate debt 7%
Emerging markets bonds 7%
« Danish bonds and cash 40%
Listed equities 41%

is DKK 1,025 million, of which DKK 712 million haseen given to
direct funds and DKK 313 million to fund-of-funds.

In 2009 Novo committed capital to one U.S. creditdnd. Hence, total
credit commitments increased from DKK 207 milliond DKK 1,232
million as per 31 December 2009.

In the real estate asset class no further commitmésnwere made and
the commitments were thus unchanged at DKK 417 miibn.

As all commitments to illiquid financial investmerg were made during
the period 2005-2009, only a minor part of the commtments has,
as anticipated, been actively invested. With regarth private equity
only DKK 492 million has been invested out of a t@l commitment
of DKK 1,232 million.

A considerably larger part of the commitments to rel estate funds
has been invested: DKK 357 million of a total comniment of DKK
417 million.

Returns

Overall Novo's portfolio was managed better than bechmarks in
2009. The time-weighted returns on the entire portblio in 2009 were
20.8% against a weighted benchmark of 19.8%. Since2005, when

llliquid investments

Real estate 30%
« Private Equity fund-of-funds 21%
Private Equity funds 49%



Novo broadened the scope of its financial investmes, the annual
average return has been 6.1% against an annual beihenark return
of 2.0% over the same period.

The main reason why Novo's portfolio has performedell compared

to the benchmarks is that the active managers in t portfolio have

done better than benchmark, whereas the risk profd, which was low-

er than benchmark, has had a negative impact on pé&srmance. This
is primarily due to an underweight of listed equites matched by an
overweight of government and mortgage bonds. The uderweight

in listed equities + which was intentional in lighof the uncertainties
prevailing in the financial markets + was graduallyeduced during

2009. Significant funds received as dividends frofNovo Nordisk and
Novozymes and revenue from the sale of Novo Nordiskares have
been invested at a slow pace, which also contributeto an average
underweight in shares.

Novos illiquid investment program has now been irexistence for
five years and the invested amount is still increes compared to
the commitments made. However, the financial crisisas meant a
considerable drop in new investments from the progam as well as
reductions in the value of investments already mad&he value of the
private equity funds is considered to be highly urertain.

Development in the value of financial investments
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Financial resources
Novo's goal is to have financial resources that cagasily be activated
at any time.

As the shares in Novo Nordisk and Novozymes and thelisted shares
in the life science portfolio companies are not regrded as liquid, the
portfolio of financial investments is primarily plaed in liquid assets.
At the end of 2009 92% of the financial investmentswere liquid. We

expect that the share of liquid assets will declindowever not below

a level of 80% of total financial investments.
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