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Norway’s sovereign wealth fund, the world’s largest with assets of about $2 trillion,
announced it had divested from 11 Israeli companies and terminated contracts with all
external asset managers overseeing Israeli investments. This move, prompted by mounting
concerns over the humanitarian situation in Gaza and the West Bank, comes during
heightened European scrutiny of Israel’s military actions. The fund, managed by Norges Bank
Investment Management (NBIM), previously had stakes in 61 Israeli firms, constituting
approximately $2 billion of its global portfolio.

What Prompted the Decision?
The fund’s chief executive, Nicolai Tangen, cited “extraordinary circumstances” and a
“serious humanitarian crisis” as reasons for the divestment. The immediate catalyst appears
to have been public disclosure of the fund’s investment in Bet Shemesh Engines, an Israeli
company that provides maintenance for fighter jets used by Israel’s military. Following public
outcry and a broader review, the fund swiftly divested from companies deemed most directly
linked to the conflict.

Norway’s government has clarified that this is not a blanket withdrawal from Israeli markets,
but a targeted reduction. Prime Minister Jonas Gahr Støre explicitly stated that a full
sovereign fund pullout from Israel is not planned, despite calls from left-wing parties and civil
society groups for a total divestment.

The Scale and Immediate Market Impact
The fund divested from 11 firms — identified in media as including Bet Shemesh Engines,
Elbit Systems (defense), Ashtrom Group (real estate), Delek Group (energy), Super-Sol
(retail), and Electra (infrastructure).
These 11 companies represent a fraction of the fund’s Israeli holdings, which were valued
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at about $2 billion prior to the divestment.
Some Israeli firms affected, such as Bet Shemesh, saw their share prices rise, suggesting
local investors or others quickly absorbed any selling pressure. This indicates limited
short-term stock market disruption.

Broader Economic Implications
For Israel:

Symbolic Impact: While the actual sum (roughly $2 billion) is modest compared to the
depth and resilience of Israel’s financial markets, the move is highly symbolic. Norway’s
fund is renowned globally for pioneering responsible investing and its actions often serve
as a bellwether for other institutional investors.
Reputational Pressure: The withdrawal sends a signal to other funds and international
investors to scrutinize their Israel-linked investments, especially those tied to defense
and settlement activities. It comes amid increasing European political pressure and the
prospect that other countries (notably France and the UK) may soon take additional steps
on the diplomatic front.
Business as Usual for Now: Most Israeli companies, particularly in tech, finance, and
consumer sectors, did not see significant capital outflows or systemic risk. Oslo’s
government and NBIM stressed their ongoing engagement with Israel’s market, with
investments in firms still present, but under enhanced internal oversight.

For International Finance:

Due Diligence Trend: Other global investors may intensify their own due diligence
processes, particularly regarding companies operating in areas of conflict or connected to
military operations.
Reduced External Fund Management: NBIM’s decision to bring Israel-related investments
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in-house, rather than using local asset managers, may diminish business for Israeli asset
management firms.
Precedent for Additional ESG Divestment: The move could embolden responsible
investment advocates and influence public pension funds and index-tracking giants to
pay closer attention to geopolitical risks.

Political and Strategic Dynamics
Not a Precursor to Broad Sanctions: Norway’s government has underlined this was a
measured step, not an anti-Israel maneuver. It is aimed at aligning the fund’s practices
with ethical guidelines in a high-profile conflict area rather than severing ties with the
Israeli economy as a whole.
Signal to Israeli Policymakers: By targeting firms notably tied to military and occupied
territory operations, the message is of concern over current military policy, while still
respecting Israel’s right to economic ties with the world.
Room for Dialogue: Ongoing holdings and continued market engagement leave the door
open for diplomatic and policy dialogue, rather than outright economic disengagement.

Potential Longer-Term Outcomes
Sustained or Widening Divestment: The fund’s management has stated it may divest
from more Israeli companies if the situation deteriorates or additional ethical concerns
arise.
Encouragement for Responsible Business Practices: Some Israeli firms may review their
activities, especially those tied to controversial operations, in anticipation of future
scrutiny from global investors.
Market Resilience: Israel’s sophisticated capital markets have weathered similar
pressures in the past and remain attractive for international capital, given strong
fundamentals in technology, healthcare, and innovation sectors.
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Summary
Norway’s sovereign wealth fund’s withdrawal from select Israeli companies is a significant act
of ethical investing, driven by extraordinary humanitarian circumstances. While immediate
financial repercussions are contained, the action increases international reputational
pressure and reinforces trends toward more stringent socially responsible investment.
However, as evidenced by government statements and continuing broader engagement, the
step is targeted and leaves ample scope for ongoing economic and diplomatic ties. The
episode is a reminder of how geopolitical developments intersect with powerful trends in
global finance, yet also of the robustness and adaptability of Israel’s economic system.


