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EU FDI positions in Latin America at end-1996: Brazil hosted 43%

Partner FDI assets 1996
EU % us %

Latin America 47842 100 74776 100
of which:

Brazil 20417 43 22904 31
Argentina 7447 16 6329 8
Mexico 4841 10 15882 21
Colombia 2895 6 2881 4
Venezuela 1029 2 3469 5
Chile 2393 5 5646 8
Other Latin American 8820 18 17665 24
countries

Table 2: EU and US FDI assets with Latin American partner
countries at end 1996 (ECU million)

At end-1996 the European Union held foreign direct
investment assets outside the Union worth ECU 543 bn.
Nearly 9%, or ECU 47.8 bn, were hosted by the Latin
American economies.

Brazil appears to have been the main destination of EU
FDI capital destined to Latin America throughout recent
years. By the end of 1996, 43% of total EU FDI assets
in Latin America were located in the Brazilian economy.
In comparison, roughly one third of the US direct
investment position in this area (75 bn) was situated in
Brazil (Source: US Department of Commerce, Survey of
Current Business, October 1998). Argentina hosted

nearly 16% of EU FDI assets, compared to 8% for the
US. 10 % of EU FDI assets in Latin America were held
in Mexico compared with 21% of the US investments in
the region.

Germany and France were among the main EU direct
investors in Latin America. Together the two countries
counted for between 38 and 49% of the 1996 EU FDI
assets in Argentina, Mexico and Brazil. German direct
investors were leading in Brazil and Mexico, holding
close to one third of EU FDI assets, while only 16% of
EU FDI capital hosted by Argentina originated from
Germany. With over one fifth of EU FDI stocks, French
direct investors held the dominant position in Argentina.
talian FDI assets in Argentina, covered under the
‘other’ reporters heading, amounted to ECU 1.3 bn. The
dominance of British direct investors in the ‘other’ Latin
American countries (27%) mainly stems from com-
paratively high British assets in Colombia (ECU 1.7 bn).

The group of ‘other’ reporters also includes Spanish FDI
assets for which no geographical breakdown is
available for the moment. However, based on Spain’'s
share of the EU FDI flows to this region during the last
years (see later), it may be assumed that a significant
part of FDI assets covered under this heading originates
from Spanish direct investors.

Assets 1996 Brazil Argentina Mexico Other Latin America

Reporter Assets % Assets % Assets % Assets % Assets %

EU 20417 100 7447 100 4841 100 15137 100 47842 100
Denmark 130 1 10 0 80 2 130 1 350 1
Germany 6155 30 1195 16 1536 32 1020 7 9906 21
France 3917 19 1621 22 646 13 493 3 6677 14
Netherlands 2013 10 1089 15 260 5 1220 8 4582 10
Finland 97 0 4 0 2 0 103 1 206 0
United Kingdom 3281 16 650 9 751 16 4156 27 8838 18
Other 4824 24 2878 39 1566 32 8015 53 17283 36

Table 3: Selected EU reporter's FDI assets in Latin America (ECU Mio)

Trends in EU FDI flows to Latin America 1992-96

Direct investment flows to Latin America increased by
seven times during the 1992-96 period, reaching an
amount of nearly ECU 6 bn (equity and other capital) in
1996. The various Latin American markets, however,
were approached differently by EU direct investors
between 1992 and 1996.

The most prominent evolution took place in Brazil. Here,
total EU FDI flows rose by over 1400% between 1992
and 1996. Brazil's share of EU FDI flows to Latin

America thus attained a 43% height in 1996, after
having been down to 8% in 1994. EU direct investment
flows to Colombia also soared sharply, being ten times
higher in 1996 than in 1992, thereby exceeding ECU
0.5 bn.

In contrast, Argentina and Venezuela lost in relative
importance as destinations for EU FDI capital even
though direct investment flows quadrupled and tripled
respectively over the 1992-96 period.
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Partner 1997 outward 1996 outward Change % 1997 outward 1994-96 Change %
flows flows flows outward
flows: annual

average
Latin America 11575 5240 121 11575 3629 219
Mexico 1113 287 288 1113 511 118
Colombia 1215 416 192 1215 212 473
Brazil 3887 2238 74 3887 1001 288
Argentina 2096 1174 79 2096 823 155
Chile 1411 336 319 1411 203 595
Venezuela 1423 272 423 1423 161 783
Other 430 517 -17 430 717 -40

Table 6: The euro-zone's FDI flows to selected Latin American countries (ECU Mio, equity and other capital)
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Figure 5: Selected euro-zone countries’ FDI flows to Latin America (ECU Mio, equity and other capital)

> ESSENTIAL INFORMATION - METHODOLOGICAL NOTES
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Foreign direct investment (FDI) is the category of international
investment that reflects the objective of obtaining a lasting interest
by a resident entity in one economy in an enterprise resident in
another economy. The lasting interest implies the existence of a
long-term relationship between the direct investor and the
enterprise, and a significant degree of influence by the investor on
the management of the enterprise. Formally defined, a direct
investment enterprise is an unincorporated or incorporated
enterprise in which a direct investor owns 10% or more of the
ordinary shares or voting power (for an incorporated enterprise) or
the equivalent (for an unincorporated enterprise).

FDI flows and positions :

Through direct investment flows, an investor builds up a foreign
direct investment position that features on his balance sheet. This
FDI position (sometimes called FDI stock) differs from the
accumulated flows because of revaluations (changes in prices or
exchange rates, and other adjustments like rescheduling or
cancellation of loans, debt forgiveness or debt-equity swaps).

FDI income consists of income on FDI equity and on intercompany
debt (interest). Income on equity covers dividends and reinvested
eamings for incorporated enterprises and distributed and
undistributed profits for branches.
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