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FOREWORD 

Foreign direct investment (FDI) is α category of 
international investment that indicates an intention to 
acquire a lasting interest in an enterprise operating in 
another economy. It covers all financial transactions 
between the investing enterprise and its subsidiaries 
abroad. It differs from portfolio investments, where the 
investor merely purchases equity and debt securities. 
Direct investment is one of the driving forces of economic 
global isat ion. It has stepped up its presence and 
increased its penetration worldwide. 

Within the European Union, the value of FDI flows 
increased nearly by 2.5 times between 1992 and 1998, 
from ECU 49 billion to 127 billion (figures cover equity 
and other capital only). FDI flows from the rest of the 
world grew fourfold over the same period, reaching 89 
billion in 1 998 , whereas FDI flows from the EU to the rest 
of the world increased by more than 1 0 times to ECU 
190 bil l ion. Taking into account flows of reinvested 
earnings, EU FDI to the rest of the world amounted to 
over 114 billion in 1997, almost twice as much as in 
1 995. With the exception of 1 990 and 1 992 , the EU has 
always been a net direct investor abroad. 

At the end of 1997, the European Union held direct 
investment assets worth ECU 659 bn abroad (125 bn 
less than the US), exceeding liabilities by a net direct 
investment position of 158 bn. More than half the EU 
assets were located in just two countries, the United 
States (45%) and Switzerland =!°v,i 

Figures for EU FDI income reveal that in 1997 EU 
countries recorded FDI income flows worth ECU 57 bn 
from their DI activities abroad, exceeding EU FDI income 
debits to foreign investors by 24 bn. EU investors 
recorded a rate of return of 8.6% on foreign DI assets, 
while direct investors in the EU received income worth 
6.6% of EU FDI liabilities. 

FDI benefits the investing economy as much as it does 
the recipient economy. It is an important element of 
internat ional relations and their development. 
Supplementing trade, FDI creates more direct and 
deeper links between economies. It is a source of extra 
capital, helps to promote a healthy balance of trade, 

encourages efficient production, stimulates technology 
transfer and fosters exchange of managerial know-how. 
It thus improves the productivity of business, makes 
economies more competitive and bolsters job creation. 

In this first volume of the European Union Direct 
Investment Yearbook 1999 Eurostat presents and 
analyses harmonised statistics on FDI flows, positions 
and income for the EU as a whole. A second volume 
provides harmonised FDI data for each EU Member 
State as well as for major FDI partners of the European 
Union. 

Faced with increasing global isat ion of economic 
activities, public authorities and enterprises need new 
statistics. O n the basis of the General Agreement on 
Trade in Services (GATS), Eurostat, in conjunction with 
the OECD, will be compil ing Foreign Affiliate Trade 
Statistics (FATS). These will measure the turnover and 
number of employees of foreign investors in the host 
economy and, in conjunction with FDI data, will provide 
an invaluable tool to measure the evolution of the 
globalisation phenomenon of the economy. 

Given the importance of FDI statistics in the political and 
economic f ie ld, I welcome Eurostat's efforts to 
collaborate with other international organisations to 
improve the quality and timeliness of FDI data and 
provide the European Union with a statistical information 
service of the highest quality. 

Commissioner 

Mr Pedro Solbes Mira 
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The direct investment yearbook provides users with 
analytical aspetcs of foreign direct investment positions, 
flows and income for the European Union. A second Vo­
lume covers harmonised FDI data for EU Member States 
and major FDI partners of the EU. 

The yearbook has a simple objective: to provide political 
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WHAT IS DIRECT INVESTMENT? 
Direct investment is to be found among the keywords 
being stressed when it comes to globalisation. Besides, 
trade foreign direct investment plays a major role in 
cross-border economic activity. The progressing 
international integration of markets is reflected in 
increasing direct investment figures, but what is it 
precisely? 

What makes direct investment different from other types 
of cross-border investment is the entrepreneurial 
intention of the direct investor, expressed in a long-term 
investment horizon and the purpose to have an effective 
voice in the management of the direct investment 
enterprise. In contrast, portfolio and other cross-border 
investments are predominantly carried out under the 
objective of an appropriate return on investment only. 
Direct investment does not mean necessarily control, but 
it frequently does. 

The economic effects of direct investment go beyond 
those of other types of cross-border investment, because 
the direct investor usually will influence decision making 
in a variety of core activities of the direct investment 
enterprise, such as product ion, capital fo rmat ion , 
employment, and research and development. 

The possible impacts of this influence by the direct 
investor are thus widespread, ranging from effects on 
efficiency and productivity of the company concerned up 
to changes in market structure and competit ion, trade 
displacement or enhancement effects and more. 

Amongst others, the effects of direct investment on the 
economy of the host country depend on the type of 
investment, ranging from purchase of existing firms to 
green-field investment. For the latter direct investment 
activity is closely linked to domestic capital formation in 
the host country, but also other types of direct investment 
frequently lead to capital format ion fo l lowing 
restructuring and modernising of existing structures and 
product ion capacit ies. In contrast to trade direct 
investment often comes together with technology 
transfer, innovation and specific managerial skills. It is 
thus of particular importance for developing countries as 
well as for countries in transition. 

Direct investment statistics cover all f inancial flows and 
positions between direct investor and direct investment 
enterprise and its affiliates. Only the comprehensive 
recording of equity capital, other capital (inter-company 
debt) and reinvested earnings allows to draw a complete 
picture of direct investment relationships. 

Direct investment in this publication 

Compared with the 1998 European Union Direct 
Investment Yearbook the 1999 edition covers and even 
more extensive and improved set of FDI data. Due to the 
strong support received from Central Banks of Member 
States, Statistical institutes and other institutions, for the 
first time country data on direct investment income with 
a breakdown by sector of economic activity is presented. 
Secondly, the breakdown of EU FDI flows and positions 
by economic sectors could further be improved by 
including data for Canada as an addit ional partner 
economy. 

The figures in this publication represent an analytical tool 
to answer questions about 

• the evolution of direct investment flows over time, 
concerning different activity sectors, countries or 
economic zones, 

• the status of assets held abroad and liabilities to third 
countries, broken down by sectors of economic activity 
and country of destination/origin, 

• income received from direct investment assets and 
paid on direct investment liabilities. 

The 1999 edition comes again in two volumes. The first 
volume covers the descriptive synthesis of major 
evolutions in direct investment relationships of the 
European Union, the methodology used and problems 
remaining, and basic information on nomenclatures. The 
second volume covers figures only, presented in a 
standardised set of tables for each reporting country. 
However, volume two also shows only a part of direct 
investment figures available at Eurostat. The full set of 
figures is available on Eurostat's on-line services (New-
Cronos) and in PDF-version of the European Union 
Direct Investment Yearbook 1999, available via the 
Datashop Network. 

~m 



USER'S GUIDE 
B a l a n c e of p a y m e n t s 

is a record of an economy's international transactions 
with the rest of the world. The balance of payments is a 
statistical statement that systematically summarises, over 
a given period of t ime, all transactions of an economy 
with the rest of the world. Transactions are those of the 
current account (goods, services, income and current 
transfers) and the capital and financial account (capital 
transfers, direct investment, portfolio investment, other 
investment and reserve assets). 

F o r e i g n d i rect i n v e s t m e n t (FDI ) 

is cross-border investment for which a direct investor has 
the objective of a lasting interest in an enterprise resident 
in another economy (direct investment enterprise). 
Constitutional characteristics for a direct investment are 
the intention for a long-term relationship between the 
direct investor and the enterprise, and a significant 
influence in the management of the enterprise. These are 
assumed to be fulfilled when an investor owns ten 
percent or more of ordinary shares or voting power in an 
incorporated or unincorporated enterprise respectively 
(OECD benchmark definition). 

Direcf Investment = Equity Capital + Other Capital + 
Reinvested Earnings 

Equity C a p i t a l 

includes equity in branches and ordinary shares in 
subsidiaries and associates. 

O t h e r c a p i t a l 

covers inter-company debt (including short-term loans 
such as trade credits) between direct investors and 
subsidiaries, branches and associates. 

Re inves ted e a r n i n g s 

consist of the direct investor's share (in proportion to 
direct equity participation) of earnings not distributed as 
dividends by subsidiaries or associates and earnings of 
branches not remitted to the direct investor. 

D i s i n v e s t m e n t 

is formally defined as withdrawal of direct investment 
capital. The most frequent cases are that the direct 
investor sells participation (e.g. shares) it had invested in 
the direct investment enterprise or that inter-company 
debt (e.g. loans) is paid back. 

Sign c o n v e n t i o n 

Balance of payments sign convention records outward 
direct investment with a minus, and inward direct 
investment with a plus sign. Consequently, outward 
disinvestments are entered with ( + ) and inward 
disinvestment with (-). Following requests from readers, 
both for inward and outward flows, investments are 
presented in the statistical tables of this publication with 
a positive sign and disinvestments are shown with a 
negative sign. Hence, the balance of payments sign 
convention is not used in this publication. 

R e p o r t i n g e c o n o m y 

is the country or economic zone from whose view data is 
reported. 

P a r t n e r e c o n o m y 

is the country or economic zone that has a foreign direct 
investment relationship with the reporting economy. 

FDI f lows a n d posi t ions 

by direct investment flows the investor builds up a foreign 
direct investment position, making it part of his balance 
sheet. The FDI position (sometimes called FDI stocks) 
differs from accumulated flows because of revaluation 
(changes in prices or exchange rates, and other 
adjustments like rescheduling or cancellation of loans, 
debt forgiveness or debt-equity swaps with different 
values). 

O u t w a r d f l o w ( r e s i d e n t d i rect i n v e s t m e n t 
a b r o a d ) 

means that the reporting economy invests in the partner 
economy if the figure in the cell of the statistical table has 
a positive sign. If the sign is negative on outward 
investment the reporting economy disinvests. 

I n w a r d f l o w ( n o n - r e s i d e n t d i rect i n v e s t m e n t 
in t h e r e p o r t i n g e c o n o m y ) 

means that the partner economy invests in the reporting 
economy if the figure in the cell of the statistical table has 
a positive sign. If the sign is negative on inward 
investment the partner economy disinvests. 

Direct i n v e s t m e n t i n c o m e 

consists of income on FDI equity and on inter-company 
debt (interest). Income on equity covers dividends and 
reinvested earnings for incorporated enterprises and 
distributed and undistributed profits for branches. 

10 ~m 



Direct i n v e s t m e n t assets 

is the current position of residents' direct investment 

abroad acquired by outward flows, corrected by all 

relevant revaluation items. Equity capital and reinvested 

earnings abroad are recorded under one asset heading, 

because the latter becomes equity capital later in several 

cases. 

Direct i n v e s t m e n t l iab i l i t ies 

is the current position of non-resident direct investment in 

the reporting economy acquired by inward flows, 

corrected by all relevant revaluation items. Equity capital 

and reinvested earnings in the reporting economy are 

recorded under one asset heading, because the latter 

becomes equity capital later in several cases. 

M a r k e t a n d b o o k v a l u e 

Flows are recorded at market values. Correspondingly, 

the positions should be recorded at market prices at the 

beginning or end of the reference period. However, 

because the evaluation of market prices for the different 

kinds of assets may be difficult, the book value of the 

assets in the balance sheets may be used. 

All position data in this yearbook are at book value. 

First c h a i n o w n e r s h i p or u l t i m a t e b e n e f i c i a l 

o w n e r 

The stake in a direct investment enterprise located in 

country A might be held by a direct investor in country B, 

the latter owned by a parent company in country C, that 

has no other direct investor. In this simple case the 

foreign direct investment in the reporting economy of A 

will be attributed to Β when first chain ownership concept 

is appl ied, whereas it will be recorded as a direct 

investment of C if ultimate beneficial owner concept is 

appl ied. Flow and position data in this yearbook are 

based on the first chain ownership concept, if not stated 

otherwise. 

H o w to r e a d t h e t a b l e s for t h e E u r o p e a n 

U n i o n 

The figures for the European Union were drawn up by 

aggregating Member States' declarations and figures 

estimated by Eurostat respectively. Figures have to be 

interpreted from the point-of-view of the European Union 

as 'reporting economy' vis-à-vis its 'partner economies'. 

What appears under 'outward investment' for one 

Member State is therefore what was declared by the 

other Member States as being invested there. For 

example, in the table on page 1 4 of this publication (EU 

FDI flows for 1 998), the figures you find under Abroad ' 

for 'Portugal' are the sum of FDI flows that all other EU 

Member States have declared to have invested in 

Portugal. These are 'outward' FDI flows from the point of 

view of the EU as a 'reporting economy'. Due to 

asymmetries this regularly does not equal the figure 

reported under 'inward flows' from the EU of the 

concerning Member State, which is shown in the 

respective country table. Vice versa, what appears under 

'inward investment' for one Member State in the tables 

for the European Union is what was declared by the 

other Member States as being received from this country. 

Again, due to asymmetries this diverges regularly from 

what was declared as 'outward investment' to the other 

EU countries by the respective Member State. More 

detailed information on size and reasons for asymmetries 

is given in the concerned section of this publication. 

For more detailed information on definitions and recording rules see 

International Monetary Fund, Balance of Payments Manua l , 5th edit ion, Washington 1993. 

Organisation for Economic Co-operat ion and Development, OECD Benchmark Definition of Foreign Direct 

Investment, 3rd edit ion, Paris 1996 . 
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EXECUTIVE SUMAAARY 

At the end of 1997, the European Union held direct investment assets worth ECU 659 bn abroad, while 
foreign direct investors FDI capital in the EU area only amounted to ECU 501 bn. 

• The American continent hosts more than 6 1 % of all EU FDI assets abroad. Emerging markets continue to claim 
an increasing share of EU foreign direct investments abroad. 

• Foreign direct investments in the EU area are relatively more focused on services compared to EU direct 
investments abroad. Japanese investors focus almost entirely on the EU services sectors. 

• EU direct investments on the American continent generated more than 62% of all EU FDI income in 1997. EU 
FDI in Asia are the most profitable, while EU FDI in North America continue to show increase in profitability. 

In 1998, FDI flows from the European Union to the rest of the world were twice as high as the FDI flows 
from the rest of the world into the European Union 

• Outward and inward flows more than doubled in 1998 ( + 1 1 1 % and + 1 3 4 % respectively). 

• United States and Switzerland were the most important FDI partners for the European Union. Half of all outflows 
came from the United Kingdom or Germany, while the United Kingdom received half of all in-going investments. 

• In 1998 important mergers and acquisitions in the mining and quarrying sector reshaped the sectoral structure 
of the EU FDI outflows. Manufacturing and financial intermediation were the most attractive sectors for foreign 
investors. 

EU direct investors commitments in various regions of the world differ significantly. 

• Though loosing importance during 1 998 , the NICsl and NICs2A countries still hold 57% of all EU FDI in Asian 
countries, other than Japan. 

• 84% of all EU direct investments in Candidate Countries had been made in Hungary, Poland or Czech Rep. 

• NICs2LA countries hosted more than 85% of all EU FDI in Latin America. Nearly 50% were placed in Brazil. 

Strong links exist between the EU, the United States and Japan: The majority of all FDI assets and 
liabilities are recorded within the geographical area of the other two partners 

• In 1 998 , the European Union was the most important direct investor world-wide, while the Unites States received 
by far the largest amounts of FDI capital from foreign direct investors. 

• Since, 1992 Japan has invested more abroad than foreign investors have placed in Japan. 

• At the end of 1997 , the United States recorded highest FDI assets and liabilities. Japanese FDI assets are about 
ten times higher than FDI liabilities. 

Strong upswing in FDI from the vehicles and transport industry in 1998, reflecting important mergers and 
acquisitions in the car industry. 

• British direct investors from the chemical industry were behind nearly half of the EU FDI flows to the United States 
in 1998. 

• 95% of all German FDI carried out by the vehicles and transport manufacturers went to the United States in 
1 998 , while the United Kingdom was the favourite market for foreign investors from this industry in the EU area. 

Financial intermediation is the most important generator of FDI capital within services. In 1 998 , direct investors 
from this sector invested ECU 43 bn (61%) abroad. 

L ^ 13 
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EU FDI position at end­1997: major partners 

I N BRIEF 

The American continent hosts more than 6 1 % of all EU FDI assets abroad. Direct investors from the Euro­zone 

are slightly less focused on North America. 

Emerging markets continue to claim an increasing share of EU foreign direct investments abroad. Expansion rates 

are more than double as high in emerging markets compared to average Extra­EU markets. 

At the end of 1997, the European Union recorded FDI 

assets of ECU 659 bn, a value that was up by more than 

20% compared to 1996. 

Foreign direct investors' engagements in the EU 

amounted to ECU 501 bn, resulting in a net FDI position 

of roughly ECU 158 bn. 

EU FDI ne t posi t ions 

Though the situation shifted moderately in certain 

markets/areas, the overall ¡mage did not change 

significantly in 1997: values of the EU's direct investors
1 

FDI positions in foreign markets far exceed investments 

from foreign investors in the European Union. 

EU FDI net 
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This imbalance is general and wide spread amongst 

partners/continents. The United States represented the 

partner with which the European Union reported the 

highest absolute net position (ECU 28 bn). 

Only three partners held FDI capital in the European 

Union which exceeded investments of EU direct 

investors: Switzerland, Japan and Norway. 

The magnitude of the imbalances in these countries is 

particularly notable. For Japan the relationship between 

assets/liabilities was 1:3 while for Switzerland the 

proportion was near to 1:2, leaving back the image of a 

very special and fairly biased FDI relationship between 

the EU and these two large economic actors. 

The positive net position with some of the emerging 

markets appears far less surprising, reflecting partly the 

economic strength, economic structures and priorities of 

these countries. 

EU FDI assets 1997 

Other Switzerland 

9% 1 8% 

Norway 

2% 

Australia, 
Oceania 

and 
other territories 

5% 

Asia 

11% 

Africa 

4% 

America 

61% 

EU di rect investors ' p r e f e r r e d m a r k e t s 

Far the majority of the 15 Member States' FDI assets 

were located on the American continent where more 

than 6 out of 1 0 ECU were placed. 

1 1 % of the FDI assets were located in Asia, while 8% 

were found to be placed in the Swiss market. During 

1 997 a moderate shift in the distribution of EU FDI assets 

from most of the other continents towards the American 

continent, took place. Around 7 out of 1 0 ECU of the EU 

FDI capital was placed in one of the non­EU OECD 

economies at the end 1 997. 
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The m a i n d i rect investors in t h e EU 

Direct investors from the American continent also 

represented the most important providers of FDI capital 

to the EU markets. More than 6 out of 10 ECU invested 

in the EU were owned by American investors. Investors 

from Switzerland were behind nearly 20% of the FDI 

commitments while only 1 0% of the liabilities came from 

Asian investors. 

EU FDI liabilities 1997 
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EU FDI positions with continents 1997 

(ECU Mio) 

Europe * 

of w hich 

Switzerland 

Norw ay 

Russia 

Asia 

of which 

Japan 

Singapore 

Hong Kong 

America 

of w hich 

United States 

Canada 

Mexico 

Brazil 

Africa 

of which 

North Africa 

Rep. of South Africa 

Australia and Pacific 

of w hich 

Australia 

New Zealand 

Total Extra EU15 

Assets 

107 237 

52 357 

10 480 

2411 

74 413 

12 005 

15 478 

10 709 

403 744 

298 167 

24 358 

6 859 

24 234 

23 621 

4 307 

7 022 

35 884 

29 517 

4 399 

65 857 

Liabilities 

119 336 

93 035 

15 166 

2 428 

50 097 

35 334 

2 938 

1 083 

310 384 

270 100 

12518 

536 

1 157 

4 245 

1 303 

1 455 

14 881 

12 231 

2 632 

500 955 

Nearly 90% of the total FDI liabilities of the EU area were 

owned by an investor from one of the non­EU OECD 

countries. 

H o w d y n a m i c w e r e EU FDI in t h e d i f f e r e n t 

f o r e i g n m a r k e t s ? 

By relating the sum of the last years' FDI flows to the 

1997 stocks it is possible to obtain an impression on 

how recently direct investments are established in 

different markets and to determine to which extent they 

currently are approached by investors. 

Expansion rate 

1996­97 flows (equity and other capital) in 

percentage of 1997 assets 

Central and Eastern Europe 

South America 

Other European Countries 

NICS2I­A 

North Africa 

NICs2A 

Near and middle East 

Other African Countries 

Other Asian countries 

Central America 

EFTA 

North America 

NICsl 

Oceania and other territories Ζ Ί 

% 0 10 20 30 40 50 60 

The figure above shows that the expansion rate of FDI 
throughout the wor ld varies signif icantly between 
different markets. The markets which seem relatively 
most established are Oceania and other territories with 
an expansion rate of below 10%, and, not surprisingly, 
North America and the countries in the N I C s l , with an 
expansion rate of ¡ust above 10%. 

At the upper end of the scale, the Central and Eastern 
European countries appear together with some of the 
CIS countries where on average more than 50% of the 
FDI positions were established within the last two years. 
However, South American countries also seem to have 
recently been intensively approached by European Union 
direct investors. The expansion rate for South America as 
a whole was clearly higher than for the group of 
NICs2LA indicating that EU direct investors have started 
approaching markets in South America that are not part 
of the NICs2LA. 

excluding EU countries 

(1) See box on page 1 ί 

(2) See box on page 1Í 

17 



E m e r g i n g m a r k e t s - w h e r e d o EU c o m p a n i e s 

invest? 

Much attention is often given by policy makers to the 

activities carried out by European enterprises in the so­

called emerging markets. These markets are viewed as 

having high market potential and, as such, obtaining 

access is one of the keys to success in the globalization 

process. 

EU FDI assets in emerging marketsend 1997 

NICsl 

of which 

Hong Kong 

Rep. of Korea 

Singapore 

Taiw an 

NICs2A 

of w hich 

Malaysia 

Philippines 

Thailand 

NICS2LA 

of which 

Mexico 

Brazil 

Chile 

Argentina 

Other Asia 

of w hich 

China 

Other Latin America 

of w hich 

Columbia 

Venezuela 

Other 

Central and Eastern 

Europe 

of w hich 

Czech Republic 

Hungary 

Poland 

Russia 

Other 

Total emerging markets 

EU FDI 

assets 

(ECU Mio) 

31 522 

10 709 

2 369 

15 478 

2 966 

10 780 

5 571 

1 847 

3 362 

42 866 

6 859 

24 234 

3 016 

8 758 

15 207 

5 970 

7 680 

2812 

1 885 

2 983 

29 473 

7 669 

8 120 

7 165 

2411 

4 108 

137 528 

Expansion 

rate* 

(ECU Mio) 

12.1 

5.2 

40.9 

16.9 

­10.3 

23.7 

12.9 

36.6 

34.6 

35.3 

45.9 

27.8 

60 

39.3 

42.2 

54.6 

85.3 

89.5 

125.7 

55.9 

55.4 

40.5 

30.4 

68 

98.2 

110.5 

37.7 

Share of 

Extra­EU 

assets % 

4.8 

1.63 

0.36 

2.35 

0.45 

1.64 

0.85 

0.28 

0.51 

6.51 

1.04 

3.68 

0.46 

1.33 

2.31 

0.91 

1.17 

0.43 

0.29 

0.45 

4.48 

1.16 

1.23 

1.09 

0.37 

0.62 

20.88 

* 1996­97 FDI flows in percentage of 1997 FDI positions 

At the end of 1997 almost 2 1 % of the value of all EU 

direct investment assets were placed in one of the 

emerging markets, a f igure that did not change 

significantly from 1996. 

However, within the group of emerging economies, an 

interesting relative displacement of the FDI assets took 

place between 1996 and 1997. 

Central and Eastern European countries now host more 

than 1 out of 5 ECU invested in emerging markets, a 

share that improved significantly from the year before. It 

is first of all the three large economies under transition 

Czech Republic, Hungary, and Poland which have called 

for the attention of EU direct investors. Together they 

have attracted more than 75% of all EU FDI capital 

which have been placed in this region until now. 

EU FDI assets 

Eastern 

Europe ~~\ ^Λ 

21% ^Æ 

America ­ι Λ 

6% y 

Other Asia \ ^ B 

11% 

in emerging 
1997 

/ —^ 

^^--

markets 

NICsl 

23% 

\ NICs2A 

\ 8% 

/ 

^NICs2LA 

31% 

The traditional emerging markets NICsl now only hold 

about 23% of EU direct investment capital in emerging 

economies. Here, still about half of FDI assets are 

located in Singapore while Hong Kong also still occupies 

an important role. 

However, the most important group of emerging markets 

for EU direct investors is still the NICs2LA where about 

31 % of all assets are placed. Brazil holds more than half 

of these investments. 

The group of other Asian countries holds now about 1 1 % 

of the EU emerging markets investments, which is 

significantly more than the year before. EU direct 

investors' increasing focus on China during 1997 

explains an important part of this shift. 

EU direct investors' FDI capital in Latin American 

countries other than NICs2LA has been reduced during 

1 997 . This group of countries now holds only about 6% 

of the emerging market investments. 

NICs l : Hong Kong, Singapore, Taiwan, Rep. of Korea 

NICs2A: Malaysia, Philippines, Thailand 

NICs2LA: Brazil, Argentina, Mexico, Chile 
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Trend in relative importance of FDI assets in 
emerging markets 1997 (change to 1996) 

Partner 

Hong Kong 
Rep. of Korea 

Singapore 
Taiwan 

Malaysia 
Philippines 
Thailand 
Mexico 
Brazil 

Chile 
Argentina 
China 
Columbia 
Venezuela 
Other 

Czech Republic 
Hungary 

Poland 
Russia 

Trend in relative 
importance 

i l 
ik 
i i 
* 
-» 
i l 
-» 
7\ 
-> 

·* 
-» 
7t 
i l 
7\ 
i l 
7\ 
7\ 
7\ 
7\ 

Downward: < -0.2 percent point 
Stable: -0.2 < χ < 0.2 percent point 
Upward: > 0.2 percent point 

The table gives for selected single emerging markets an 
indication as to the extent in which the economy has 
been more or less weighted by direct investors of the 
European Union in 1997. 

Mexico, China and especially Venezuela are the 
emerging markets which gained most in importance 
during 1 997 , while Singapore and the Republic of Korea 
were the main losers in 1997 in attracting EU FDI 
capital. 

How dynamic were FDI in emerging markets? 

Emerging markets are amongst other characterized by 
the fact that economic activity has accelerated strongly 
during the last decades and has given rise to a massive 
inflow of direct investments. One should, therefore, 
expect to find FDI expansion rates in the emerging 
markets significantly above average. The figure actually 
confirm this expectation, though a few exceptions exist. 

Countries where in recent years the inflow of direct 
investments seems to have slowed down, include the 
three NICsl countries Hong Kong, Singapore and 
Taiwan; the latter even recording a winding up of some 
direct investment assets. 

O n the upper end of the scale, one finds countries like 
Russia and Poland where EU direct investors have been 
very active during the last two years. In Russia the 
situation is remarkable, where particularly high FDI flows 
have blown-up EU assets during 1 9 9 6 / 9 7 . 

The figure also shows that the EU direct investments in 
Poland are more recently established than EU FDI in 
Hungary and Czech Republic, an observation that is in 
line with the order in which these countries actually were 
approached by other international direct investors. 

The figure illustrates that the emerging markets are still 
subject to intensive attention from EU direct investors at 
the end of the nineties. The average expansion rate of 
the 1 8 emerging economies under review is around 45 , 
meaning that a major part of the 1 997 FDI assets stems 
from direct investments made in recent years. This figure 
must be compared to the expansion rate for FDI in North 
America which is only about 17 and for the EFTA 
economies where it is around 20. 

The above conclusions about the 1997 EU FDI assets 
seem to emphasize the trend that has been seen 
throughout the nineties: emerging markets continue to 
claim an increasing share of the EU direct investors' 
foreign commitments. 

Expansion rate 
1996-97 flows (equity and other capital) 

In percentage of 1997 assets 

Venezuela 

Russia 

Columbia 

Poland 

Chile 

China 

Mexico 

Republic of Korea 

Czech Republic 

Argentina 

Philippines 

Thailand 

Hungary 

Brazil 

Singapore 

Malaysia 

Hong Kong 

Taiwan EZ 

I 

I 

I 

I 

I 

1 ' ' Ί 
1 1 1 

1 

1 

1 

1 

% -20 0 20 40 60 80 100 120 140 
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Are FDI assets of the Euro-zone concentrated 

in the same markets? 

To which extent do the direct investments of the European 

Union and the Euro-zone differ? 

A comparison of the EU FDI assets with the Euro-zone 

FDI assets shows a relatively high degree of conformity 

between direct investors of the two geographical areas, 

though certain particularities can be observed. 

Euro-zone direct investors appear to be relatively less 

involved in North America and Oceania and o*her 

territories, a fact that probably should be explained by 

the absence of United Kingdom with its strong relations 

to the United States of America and to the Far East Asian 

area. 

What perhaps appears more remarkable is that the 

Euro-zone direct investors have been relatively more 

active in Central and Eastern European countries as well 

as in EFTA economies. What the figure seems to suggest 

is that direct investors from countries like the United 

Kingdom, Denmark and Sweden have focused relatively 

less on the Central and Eastern European countries and 

on the EFTA partners. 

EU15 versus EU11 FDI assets 

Share in Extra EU15 FDI assets 

North America 

Asia 

EFTA 

NICS2LA 

South America 

Oceania & 

other territories 

NICsl 

Central and 

Eastern Europe 

NICs2A 1 
% 0 10 20 30 40 50 

I European Union ■ Euro-zone 
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EU FDI positions at end-1997: major sectors 

I N BRIEF 

• Foreign direct investments in the EU area are relatively more focused on the services sectors compared to EU 
direct investments abroad. 55% of all FDI capital in the EU area were placed in services. 

• EU's FDI relationship particularly with Japan remains very biased. Japanese direct investors focus almost entirely 
on the EU services sectors. 

Which group of enterprises were the dominant force 
behind more than 650 billion FDI assets held by 
investors of the European Union at the end of 1 997? The 
table below illustrates that at the end of 1 997 more than 
88% of the total EU FDI assets originated from the 

manufacturing or services sectors. 

These figures, however, conceal that a certain relative 
displacement between the different economic sectors 
actually took place during 1 997. 

50 

40 

30 

20 

10 

FDI positions at end-1997 by sector 
share in total activity 

Mining & quarrying Manufacturing Trade & repairs Financial 
intermediation 

Real estate & 
Business activities 

Other sectors 

EU FDI assets abroad Foreign FDI assets in EU 

EU m a n u f a c t u r i n g : i m p o r t a n t investors 
a b r o a d 

The value of the EU FDI assets held by companies from 
the services sectors now exceeds the value of all EU FDI 
assets of the manufacturing industry. The shift in focus 
towards the services sectors is well known and has been 
on the way in the last decades. 

By the end of 1997, the manufacturing sectors were 
behind some 43% of the total EU FDI capital, a figure 
that has been slowly reduced in recent years. Compared 
to this, companies based in the financial intermediation 
sectors stood for 19% of EU FDI equity, a level that did 
not unambiguously change over the last few years. 

Direct investors from the real estate and business 
activities are clearly gaining importance and held 1 5% of 
all EU FDI assets. 

EU services p r o v i d e r s : m a j o r t a r g e t fo r 
f o r e i g n c a p i t a l 

One of the main conclusions of the figure above, 
however, is the fact that the FDI capital of foreign direct 
investors in the EU area has a significant different sector 
profile. The dominant role of manufacturing is far less 
striking here, with a 34% share. 

Foreign investors' capital in the EU area has clearly been 
more focused on the services sectors in the past. At the 
end of 1997 EU services hosted more than 55% of all 
FDI capital placed by foreigners in the European Union. 
This number stands against the fact that only about 46% 
of the EU investors' FDI placements abroad were made 
by services sectors. 

These figures seem to suggest that some fundamental 
and deeper differences in the market conditions are 
prevailing between manufacturing and services in the 
European Union and its main partners in the world. 
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EU FDI positions at end-1997 
(ECU Mio) 

AGRICULTURE AND FISHING 

MINING AND QUARRYING 

SERVICES* 

MANUFACTURING 

Food products 

Textiles + wood activities 

Petroleum,chemical, rubber.plastic products 

Metal and mechanical products 

Machinery, computers, RTV, communication 

Vehicles + other transport equipment 

ELECTRICITY, GAS AND WATER 

CONSTRUCTION 

TRADE AND REPAIRS 

HOTELS AND RESTAURANTS 

TRANSPORTS AND COMMUNICATION 

Land, sea and air transport 

Telecommunications 

FINANCIAL INTERMEDIATION 

Monetary intermediation 

Other financial intermediation 

Insurance & activities auxiliary to insurance 

Other financial intermediation + insurance 

REAL ESTATE & BUSINESS ACTIVITIES 

Real estate 

Computer activities 

Research and development 

Other business activities 

Computer, research, other business activities 

OTHER SERVICES 

Not allocated 

TOTAL 

Assets 

Extra EU 

826 

53 591 

303 061 

280 448 

46 541 

20 149 

88 103 

27 667 

29 234 

18 370 

8 755 

7 590 

44 736 

6 149 

15 699 

5 741 

4 425 

127 336 

45 192 

29 443 

52 663 

82 106 

98 398 

13 871 

2 294 

469 

74 889 

77 651 

10 742 

33 

658 570 

US 

401 

18 926 

139 490 

132 991 

18 590 

11 772 

42 370 

13 394 

11 941 

5 986 

2811 

3 312 

15 208 

3 552 

5 124 

1 549 

1 077 

50 345 

10 239 

8 008 

32 019 

40 026 

57 445 

8 866 

1 636 

171 

44 883 

46 688 

7817 

204 

298 167 

Japan 

1 

325 

4 974 

6 615 

1 063 

156 

3 058 

749 

986 

279 

27 

39 

2 241 

20 

20 

-18 

30 

2 022 

1 298 

317 

178 

496 

518 

11 

12 

13 

391 

422 

153 

13 

12 005 

EFTA 

83 

2 245 

34 669 

25 364 

3 679 

2 547 

6 561 

3 722 

4 876 

2 549 

814 

580 

5 807 

283 

920 

513 

182 

15010 

6 000 

7211 

2 755 

9 966 

11 713 

1 022 

174 

91 

10 357 

10 623 

937 

138 

64 265 

Liabilities 

Extra EU 

409 

33 283 

277 761 

169 480 

22 982 

18 295 

53 422 

21 917 

22 670 

12 183 

14 805 

4 159 

55 921 

6 441 

7 723 

2 561 

3 141 

110 428 

56 244 

34 673 

19 073 

53 745 

88 390 

19 346 

2 650 

1 117 

74 891 

78 653 

8 858 

1 031 

500 955 

US 

160 

28 517 

125 072 

100 901 

12 167 

5 970 

35 872 

12 927 

13 370 

8 807 

13 502 

1 413 

20 777 

2 425 

4 025 

966 

1 924 

43 129 

19 556 

15 387 

7 858 

23 245 

48 652 

3 487 

2 163 

1 001 

41 469 

44 628 

6 063 

529 

270 100 

Japan 

11 

51 

27 909 

7 596 

212 

787 

831 

989 

2 957 

1 350 

-258 

-290 

14 138 

-340 

100 

3 

640 

11 650 

6 549 

4 584 

702 

5 286 

2 030 

280 

97 

7 

1 619 

1 723 

26 

54 

35 334 

EFTA 

91 

1 204 

70 849 

36 977 

7411 

2 521 

13 751 

5 577 

3 504 

1 810 

1 400 

1 564 

13 064 

565 

1 823 

784 

608 

28 547 

12510 

10 775 

6 921 

17 696 

25 781 

1 995 

405 

93 

23 214 

23 711 

1 069 

238 

112 323 

"sum of trade and repairs, hotels and restaurants, transports and communication, financial intermediation real estate and business activities, other services 
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The m a n u f a c t u r i n g sector - a closer l o o k 

A closer look at the composition of the manufacturing 
sector reveals that just about 30% of the FDI assets in 
manufacturing came from the very capital intensive 
petroleum and chemical industry. The food products 
industry controlled 1 7% of the EU FDI while metal and 
mechanical industry, as well as machinery, each held 
1 0%. 

The transport industry only held about 7% of 
manufacturing FDI assets and liabilities. 

Important mergers and acquisitions of EU companies in 
this sector during 1 998 , however, suggest that the profile 
of this sector in the overall FDI positions might be 
reshaped in the following years. 

Foreign investors' engagements in the EU manufacturing 
follows to a great extent the same profile. Foreign 
investors are typically slightly more focused on machinery, 
metal and mechanical industries, as well as, on the EU's 
textile and wood industries, but the overall profiles are 
similar, with the petroleum and chemical activities 
standing out as major receiver of foreign capital. 

% 

FDI positions at end-1997 in manufacturing 
share in total manufacturing 

40 

30 

20 

10 Γ -ri^r 
Food products Textiles + 

wood 
Petroleum & 

chemical 
Metal and 

mechanical 
Machinery Vehicles + 

equipment 
Other 

EU FDI assets abroad I Foreign FDI assets In EU 

Signi f icant d i f fe rences in FDI p ro f i l e w i t h 
m a j o r p a r t n e r s 

The different characteristics of the overall sector profile 
of EU FDI conceal significant regional differences 
throughout the world. 

For example, a closer look at the FDI relationship with 
major partners identifies how EU investments in Japan 
stand out from other partners. The majority (55%) of all 
EU investments in Japan were carried out by the EU 
manufacturing sector. 

Japanese direct investors, on the other hand, have 
almost entirely focused their attention on the European 
Union's services sectors (80% of all their investments). 

In contrast, there is a more even investment spread in the 
EU by the United States. Just under half (46%, in 
comparison to an average 55% of foreign capital placed 
in EU services) of the United State's FDI was in the EU's 
services sector, a similar proport ion, as it happens, to the 
EU's FDI in the United State's services sector. 

100% 

90% 

80% 

70% 

60% 

50% 

40% 

30% 

20% 

10% 

0% 

EU FDI positions abroad 
at end 1997 

BMP 
Extra-EU US Japan EFTA Other 

I Manufacturing Services Other 
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About α third (37%) of the United States' FDI in EU was 
in the manufacturing sector and a relatively high 
proportion (1 7%) was placed in activities other than 
services and manufactur ing (mainly mining and 
quarrying). 

Another figure that is remarkable is the fact that the 
group of EU FDI partners other than Japan, US and EFTA 
had placed more than 65% of their FDI capital in the EU 
area in the services sector at the end of 1 997 . 

The EU direct investors' sector profile with the EFTA 
economies does not show any exceptional focus on any 
particular sector, though the EFTA countries' direct 
investments in the EU area seem to have almost entirely 
passed by the smaller mining, quarrying, construction, 
electricity, gas and water production sectors. It does not 
come as a surprise that the direct investments with the 
EFTA countries are relatively more focused on the 
services sectors with the leading role of Swiss financial 
institutions. 

Foreign FDI positions in EU area 
at end 1997 

-10% 

iB 
Extra-EU US Japan EFTA Other 

ι Manufacturing Services Other 
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Return on direct investment positions 1995­97 

I N BRIEF 

• EU direct investments on the American continent generated more than 63% of all EU FDI income in 1 997 . More 

than 75% of the FDI income generated by foreign FDI capital in the EU area went to the American continent 

within the same period. 

EU FDI in Asia are the most profitable. EU FDI capital in North America showed continued inc in profitability. 

Structure of EU FDI i n c o m e f lows 1 9 9 7 

FDI income is generated by FDI positions in equity 

participation and inter­company debt held with each 

single partner economy. These positions generate flows 

of dividends, interests paid on debt and reinvested 

earnings ­ either received through assets held abroad, or 

paid to foreign investors. 

In 1997, EU FDI assets abroad generated FDI income 

payments for some 57 bn ECU, a figure that was up by 

about 20% compared to 1 996 . With 63%, the American 

continent was the main contributor to this income stream 

in 1997 , after having sourced about 57% in 1995 and 

1996. This increasing dominance took place at the 

expense of Asia and Australia, Oceania and other 

territories which lost relative importance as generator of 

income to EU direct investors during this period. Asia 

remains a major source of income flows to the EU, with 

over 9 bn ECU received by EU investors from their FDI 

engagements in Asian economies. 

Source of EU FDI income 1997 
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A similar, even more concentrated picture can be 

observed for the FDI income payments which are 

generated through foreign assets located in the EU area. 

More than 3 out of 4 ECU paid to foreign investors in the 

European Union went to the American continent. 

Investors from Asia and Australia, Oceania and other 

territories claimed far less than 8% of total FDI income 

paid to foreign investors. More than 1 3% of the income 

from FDI assets held in the European Union went to 

investors in Switzerland. 

For the time being, figures on direct investment income in the European Union are available for nine Member States 

only. In order to be able to build an EU15 aggregate, income figures for the six remaining countries have been 

estimated. These estimates are both provisional, and in some ways partial. However, as the nine Member States, 

from which detailed income data are available, count more than 80% of total FDI assets/liabilities and almost 80% 

of total income flows, the estimated EU 15 figures should be sufficiently accurate to shed some light on basic 

structures and developments of the European Union FDI income during the years 1995-97. 
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EU FDI net income: Asia and America major 
contributors 

The European Union's net FDI income in 1997 showed 
a surplus of more than 23 bn ECU, reflecting the fact that 
the Union's FDI assets abroad exceeded liabilities by 
some 150 bn ECU. Asia, having been the main 
contributor of net income receipts for the EU, lost its 
leading role to America in 1997. This can be explained 
by EU FDI relations with the US. While during 1 995 and 

1 996 EU companies paid more FDI income to their US' 
investors than they received from FDI engagements in 
this country, the EU became a net receiver of US FDI 
income in 1997. Net income flows with EFTA countries 
have been negative since 1995, but the gap between 
payments and receipts is closing. Net payments to the 
EFTA - and mainly to Switzerland - amounted to 
approximately ECU 1.6 bn in 1995 but went down to 
108 mill ion during 1997. 

ECU Mio 
12000 

EU net FDI income flows 
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European Union direct investment income flows with selected partner countries and regions* 

Data are provisional and partly estimated 

ExtraEUR15 
Norway 
Switzerland 
Poland 
Baltic countries 
Czech Republic 
Slovakia 
Hungary 
Romania 
Bulgaria 
Slovenia 
Turkey 
Russia 
Africa 
North Africa countries 
Other African countries 
Republic of South Africa 
America 
North American countries 
United States of America 
Canada 
Central American countries 
Mexico 
South American countries 
Colombia 
Venezuela 
Brazil 
Chile 
Argentina 
Asia 
Near and Middle East countries 
Gulf Arabian Countries 
Other Near and Middle East countries 
Other Asian countries 
India 
Thailand 
Malaysia 
Indonesia 
Singapore 
Philippines 
China 
Korea, Republic of (South Korea) 
Japan 
Taiwan 
Hong Kong 
Australia, Oceania and other territories 
Australia 
New Zealand 
NAFTA 
N I C s l 
N I C s 2 - A s i a 
NICs 2 - Latin America 
ASEAN 
Offshore financial centers 
ACP - countries 
Countries from Central and Eastern Europe 

1996 

Credit 

47 000 
889 

3 899 
2 

24 
-134 

83 
551 
-52 

-3 
27 
90 
45 

1 793 
229 

1 564 
632 

27 038 
20 324 
18 803 

1 521 
3 124 

445 
3 591 

88 
106 

1 815 
684 
824 

8 590 
1 064 

428 
356 

7 528 
65 

342 
715 
182 

1 826 
123 
129 
123 
742 
660 

2 528 
3 693 
2 899 

500 
20 769 

5 138 
1 181 
3 771 
3 185 
7 005 
1 222 

525 

Debit 

30 666 
134 

5 339 
7 

-1 
24 

3 
6 
1 

-2 
6 

41 
-27 
58 
10 
48 

7 
23 223 
21 831 
21 353 

479 
1 218 

53 
175 

1 
3 

38 
2 

172 
952 
297 
329 

2 
655 

11 
5 

10 
9 
7 
2 

36 
-32 
498 

-2 
73 

1 087 
1 035 

51 
21 886 

43 
12 

264 
77 

1 232 
9 

72 

Net flows 

16 334 
755 

-1 441 
-5 
25 

-158 
79 

546 
-53 

-1 
21 
49 
72 

1 735 
219 

1 516 
625 

3 815 
-1 507 
-2 550 
1 042 
1 906 

392 
3416 

87 
103 

1 777 
682 
653 

7 639 
768 

99 
354 

6 872 
54 

338 
706 
173 

1 819 
122 

93 
155 
245 
662 

2 456 
2 606 
1 864 

448 
-1 117 
5 096 
1 169 
3 507 
3 108 
5 773 
1 213 

453 

(ECU Mio) 

1997 

Credit 

56 515 
627 

4 136 
211 

41 
121 
64 

532 
-58 

2 
57 

193 
46 

2 336 
332 

2 005 
899 

34 926 
29 243 
27 588 

1 656 
2 791 

474 
2 892 

105 
193 

1 429 
650 
572 

9 249 
1 362 

985 
348 

7 885 
252 
699 
675 
492 

1 758 
32 

127 
58 

1 169 
531 

1 552 
3 645 
2 888 

459 
29 718 

3 900 
1 405 
3 126 
3 722 
5 470 
1 565 

614 

Debit 

32 892 
526 

4 348 
9 

-1 
10 
3 
3 
2 
0 
0 
0 

200 
187 

72 
115 
103 

24 886 
23 774 
23 568 

208 
911 

10 
200 

2 
153 
22 

1 
218 
251 
460 
303 

20 
-208 

9 
20 

-20 
12 

110 
11 
62 
36 

-451 
-57 
70 

2 278 
2 242 

37 
23 783 

154 
9 

251 
170 

1 060 
68 
63 

Net flows 

23 623 
101 

-212 
203 

42 
110 
61 

529 
-59 

2 
57 

193 
-153 

2 149 
260 

1 890 
796 

10 040 
5 468 
4 020 
1 448 
1 880 

465 
2 692 

103 
40 

1 407 
648 
355 

8 997 
902 
682 
328 

8 094 
243 
679 
695 
480 

1 648 
21 
66 
21 

1 620 
588 

1 482 
1 367 

646 
422 

5 935 
3 747 
1 396 
2 875 
3 552 
4 410 
1 497 

550 

*) The EU income aggregates include estimates for Belgium/Luxembourg, Denmark, Greece, Ireland and Sweden. 
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EU FDI assets return a 8.6% yield in 1997 

By combining information on FDI positions and income 
from these FDI positions, a rough indicator of the 
profitability' of FDI assets can be obtained. For 1997, 
the EU recorded a rate of return on direct investment 
assets abroad of 8.6%. In contrast, foreign direct 
investors received income worth 6.6% of their FDI capital 
in the EU area. 

Return rates on EU FDI assets were somewhat higher in 
1996 and 1997 compared to 1995. Foreign investors' 
FDI in the EU area became less profitable in recent 
years with return rates decreasing from 7.9% in 1995 
over 7.3% (1996). Consequently, the yield spread 
between EU owned and foreign owned FDI capital 
increased, reaching two percentage points in 1997. 

Rates of return on EU FDI capital 
abroad 

Central and Eastern 
European Countries 

Australia, 
Oceania etc. 

Asia 

South America 

Central America 

North America 

Africa 

Switzerland 

Norway 

Extra-EU 

% 15 

1997 1996 11995 

Across continents, rates of return on FDI assets were still 
highest in Asia with 12 .4%, though showing a 
decreasing tendency. EU owned FDI assets in Australia 
also returned lower in 1997 than during previous years. 
However, both regions, together with Africa turned out to 
be the only areas where EU FDI assets yielded above-
average during the three years observed. 

EU FDI assets in North America show a slight rise of 
return rates - however yielding close to or below the 
average. EU FDI capital in Switzerland yielded below-
average returns during all three years. 

In contrast to the particularly high rates found in Asian 
countries, EU assets in both the South American 
emerging economies as well as in Central and Eastern 
European countries, turned out to be less profitable, 
with return rates below 3% for the latter. 

Foreign direct investment in EU: 
Above average yield for American and 
Australian investors 

While EU assets held in North America show a 
continuous increase in return rates, the opposite applies 
for American and Canadian investors in the European 
Union, who recorded decreasing yields since 1995. In 
1 9 9 7 , and for the first time in the last three years, EU FDI 
in North America turned out more profitable than 
American or Canadian FDI engagements in the EU area. 

Rates of return on foreign FDI capital 
in the EU area 

Central and Eastern 
European Countries 

Australia, 
Oceania etc. 

Asia 

South America 

Central America 

North America 

Africa 

Switzerland 

Norway 

Extra-EU 

10 15 20 

1997 1996 11995 

A similar situation can be observed for the relationship 
with Switzerland. Swiss investors' FDI assets in the Union 
reached a three-years-low of 4 .7% in 1997, and EU 
investments in Switzerland seem to have become clearly 
more profitable than Swiss engagements in the EU - a 
trend that has been intensified over the last years. 
Australian investors, on the other hand, saw their return 
of FDI capital surging sharply to 15.3% in 1997. 
Investors from CEECs faced a clear decrease in 
profitability of their FDI assets in the European Union. 
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Rates of return on European Union direct investment positions with selected partner countries and regions* 
Data are provisional and partly estimated 

(%i 

ExtraEUR15 
Norway 
Switzerland 
Poland 
Baltic countries 
Czech Republic 
Slovakia 
Hungary 
Romania 
Bulgaria 
Slovenia 
Turkey 
Russia 
Africa 
North Africa countries 
Other African countries 
Republic of South Africa 
America 
North American countries 
United States of America 
Canada 
Central American countries 
Mexico 
South American countries 
Colombia 
Venezuela 
Brazil 
Chile 
Argentina 
Asia 
Near and Middle East countries 
Gulf Arabian Countries 
Other Near and Middle East countries 
Other Asian countries 
India 
Thailand 
Malaysia 
Indonesia 
Singapore 
Philippines 
China 
Korea, Republic of (South Korea) 
Japan 
Taiwan 
Hong Kong 
Australia, Oceania and other territories 
Australia 
New Zealand 
NAFTA 
NICsl 
NICs2-Asia 
NICs 2 - Latin America 
ASEAN 
Offshore financial centers 
ACP - countries 
Countries from Central and Eastern Europe 

1996 

Assets 
8.7 

10.4 
8.4 
0.0 
4.4 

-2.2 
9.7 
8.7 

-17.5 
-2.1 
4.4 
3.4 
3.2 
9.9 
6.0 

10.9 
12.0 
8.2 
8.1 
8.1 
7.9 
9.2 
9.2 
8.5 
3.0 

10.3 
8.9 

28.6 
11.1 
13.2 
28.1 
18.8 
53.1 
12.3 
3.3 

11.3 
14.6 
10.0 
11.8 
6.3 
3.6 
4.4 
6.2 

29.5 
26.0 
11.7 
10.9 
11.4 
8.1 

17.0 
11.9 
10.7 
11.8 
12.7 
9.1 
2.8 

Liabilities 
7.3 
1.2 
6.3 
1.9 

-3.0 
14.1 
13.8 
3.5 
2.5 

-5.7 
6.7 
8.5 

-1.4 
1.3 
0.5 
2.1 
0.6 
9.6 
9.8 

10.1 
4.2 
6.6 
7.5 
8.0 
0.7 
0.7 
4.1 
7.0 

36.1 
2.1 
5.5 

12.4 
0.2 
1.6 
6.4 
2.8 
3.2 
2.5 
0.2 
1.2 

15.4 
-2.2 
1.6 

-0.6 
7.2 
6.9 
7.6 
2.4 
9.8 
0.7 
1.9 

12.2 
1.8 
5.6 
0.3 
6.1 

1997 

Assets 
8.6 
6.0 
7.9 
2.9 
4.2 
1.6 
5.0 
6.5 

-7.7 
0.5 
7.1 
5.5 
1.9 
9.9 
7.7 

10.4 
12.8 
8.7 
9.1 
9.3 
6.8 
6.9 
6.9 
7.1 
3.7 

10.2 
5.9 

21.5 
6.5 

12.4 
27.8 
34.9 
29.3 
11.3 
9.6 

20.8 
12.1 
22.9 
11.4 
1.7 
2.1 
2.4 
9.7 

17.9 
14.5 
10.2 
9.8 

10.4 
9.0 

12.4 
13.0 
7.3 

12.8 
8.9 
9.3 
2.3 

Liabilities 
6.6 
3.5 
4.7 
2.0 

-27.8 
5.2 

21.8 
1.2 
2.5 
0.2 
0.4 
0.0 
8.2 
4.4 
5.5 
3.9 
7.1 
8.0 
8.4 
8.7 
1.7 
3.5 
1.8 
9.9 
2.6 

82.0 
1.9 
3.7 

50.7 
0.5 
6.8 
9.1 
4.1 

-0.5 
3.4 

10.4 
-7.1 
2.9 
3.8 
6.1 

23.5 
3.3 

-1.3 
-16.9 

6.5 
15.3 
18.3 
1.4 
8.4 
2.8 
1.4 

11.7 
3.6 
3.6 
1.8 
4.7 

*) The EU income aggregates include estimates for Belgium/Luxembourg, Denmark, Greece, Ireland and Sweden. 
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EU direct investment abroad: major partners 

I N BRIEF 

• In 1998 the Extra-EU outflows doubled compared with the previous year and amounted to ECU 190 bn. 

• The main partner remained the USA. Investments to United States reached the 59% of outflows to Extra-EU. 

• Switzerland and Brazil attracted also a large share of EU investment (about 10% of Extra-EU outflows each). 

• More than half of Extra-EU outflows came from two countries: United Kingdom and Germany. 

In 1998 the European Union Member States invested in 
FDI capital more than ECU 31 8 bn, excluding reinvested 
earnings ( ' I . The value of this flow almost doubled in 
comparison with a year earlier and marked a further 
acceleration in the steady growth of the last few years. 
Flows to Extra-EU countries gave the higher contribution 

to the growth, amounting to ECU 190 bn: this means 
that about 60% of the total flows were directed outside 
the EU, 5 percentage points more than in 1997. 
Accordingly, flows directed to other Member States 
decreased their share to about 40%. 

Mio ECU 
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1992 1993 1994 1995 1996 
Intra-EU 

1997 1998 
Extra-EU 

S h a r e of f lows to N o r t h A m e r i c a rose to m o r e 
t h a n 6 0 % in 1 9 9 8 

In 1998 about ECU 190 bn were invested by EU 
Member states in non-EU countries. This value increased 
twofold in 1 997 and it is almost four times more than it 
was in 1996. The main contribution to the total came 
from flows directed to North America and particularly to 
USA. Since 1992, North America has always been 
attracting at least a third of the total Extra-EU flows, but 
often much more. In 1 998 it accounted for ECU 1 1 5 bn, 
that is about two thirds of the Extra-EU flows. 

O n the other hand, Central and South America lost 
almost a third of their share compared with 1 997 , which 
dropped down to 15%. Asia and Oceania's slice shrank 
dramatically in the last three years. It halved in 1997 , 
and in 1 998 it was only 1 % of the total. This last change 
was mainly due to a huge back flow of FDI capital from 
Australia. In fact, investments directed to Asia show a 
moderate but steady growth, although at a pace much 
slower than the total. 

For comparability reasons, the FDI flow data considered in this section does not include reinvested earnings, unless otherwise specified. In fact, 
data on reinvested earnings is available only since 1995. 
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Extra­EU flow directed to European Countries (i.e., to 

EFTA and non­EU European Countries) accounted for 

about a fifth of the total, which is the same as in 1996, 

but 6 points less than in 1997. It was caused by the 

swinging behaviour of the investment directed to other 

European countries (mainly representing Central and 

Eastern European countries), which halved their share in 

1998 back to 7%. At the same time, EFTA slightly 

increased its share by a few percentage points up to 

1 2%, and attracted EU investment for more than ECU 22 

bn. 

Africa turned out as a stable target region, with 

constantly increasing flows. It kept a share of about 3­4% 

constant along the last three years. 
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Extra-EU FDI outflows excluding RE 
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M a j o r p a r t n e r s : USA, S w i t z e r l a n d , Braz i l 

The country that attracted most EU FDI in 1 998 is by far 
USA. It attracted investment for more than ECU 1 12 bn, 
i.e. about 59% of the Extra-EU flows. Although in 
previous years USA predominance was not as 
outstanding as in 1 998 , its supremacy has never been in 
jeopardy in the period 1992-98 . The lowest share 
occurred in 1994 when only 3 1 % of the outflows were 
directed to USA - still more than twice the flows attracted 
by the second ranking country (Switzerland, with a share 
of 13%). 

Switzerland and Brazil attracted each about 10% of the 
1 998 Extra flows. EU Member States' preference for 
these two economies has been quite stable: they both 
show quite stable behav iour : they have ranked 
respectively second and third in the list of the preferred 
partners for the last three years. Poland came fourth, 

with 2%, having attracted ECU 3.8 bn. Slightly less was 
directed to Malaysia and to Norway; Argent ina, 
Canada, South Korea and South Africa complete the 
list of the top ten partners, however, all of them with a 
share of less than 2%. 

A remarkable fact is that in the period 1992-98 only 
twenty two countries appear in the lists of the ten 
favourite partners of the year. USA and Switzerland are 
always the favourite and the second favourite partner -
except in 1 995 , when a strong back flow was recorded 
in the debt capital outflow to Switzerland, which hence 
did not rank second. Moreover, four of the other eight 
countries in the 1998 top ten (Argentina, Brazil, 
Malaysia, Norway and Poland) appear also in at least 
half of the previous top ten lists. South Korea is the 
newcomer for 1998, making the jump to the top ten list 
for the first time. 

Ext ra -EU FDI ou t f lows exc lud ing RE: t o p t e n p a r t n e r s 

1 

2 
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4 

5 

6 

7 

8 

9 
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Poland 
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Norw ay 
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Hungary 
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Norw ay 
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USA 

Switzerland 

Brazil 

Poland 

Malaysia 

Norway 

Argentina 

Canada 

South Korea 

South Africa 

T h e o r i g i n of t h e FDI Extra f lows 

More than half of the 1 998 Extra-EU outflows came from 
two countries only: United Kingdom, with a share over a 
third, and Germany (27%). While the United Kingdom 
showed a preference for EFTA countries, Africa and 
North America (where it had a comparatively higher 
share, 58%, 48% and 44% respectively), the German 
outflows seem to be more evenly spread. Except for 
Central and South Amer ica , EFTA countries and 
Oceania (whose peculiar pattern has already been 
remarked on), in all the other regions about a third of the 
flow was originated by Germany. 

The Netherlands, which are the third largest contributor 
to the outflows (10%), have a preference for Asian and 
Central and South American markets. In both of these 
regions their share in total flows is 18%. They also have 
the second largest share (1 6%) of the investment drected 
to European Countries non-EU, non-EFTA. 

Extra-EU outflows by country of origin 
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Other countries concentrated their flows to specific 
regions. Spain and Portugal, for instance, directed more 
than 80% of their outflow to Central and South America, 
and on the other hand about a third of the flow attracted 

by this area originated from Spain. Similarly, about 80% 
of the Austrian flows (0.4% of EU total) was directed to 
Central and Eastern European Countries. 

Extra-EU outflows by country of origin 
40% 
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Kingdom countries 

11998 1997 1996 

I n t r a - E U f lows 

The direction of the flows to other EU Member States 
followed similar patterns along the period considered. 
The largest share of the total (between 40% and 55%, 
depending on the year) was directed to three economies 
a lone, Belg ium/Luxembourg, the Netherlands and 
United Kingdom, each of them receiving usually more 
than 15% of the total. Germany and France attracted 
each between 10% and 15% every year. Italy and Spain 
showed a similar steady pattern, but within a lower 
range. Their share never exceeded 10% and was never 
less than 4%. 

I n t r a - E U FDI f lows exc lud ing RE 

S h a r e of t h e to ta l a t t r a c t e d by e a c h m e m b e r s ta te 

Austria, Denmark, Finland and Portugal attracted the 
smallest share of the total, in general less than 5% each 
(and in most of the cases less than 2.5%). Finally, 
Sweden showed the most unstable behaviour. Its share 
got over 10% in two different years (1998 and 1994), 
and twice it was less than 2.5% (in 1 995 and 1 992). The 
1998 structure follows this general pattern. The largest 
share went to United Kingdom (15.7%), fol lowed by 
Belgium/Luxembourg (15.3%), and the smallest, about 
1 % , to Austria and Portugal. 
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Sw eden 
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United Kingdom 
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1.5% 
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2.5% 

7.4% 

11.0% 

9.1% 

0.8% 

-0.9% 

6.5% 

1.2% 

4.9% 

13.0% 

12.0% 

15.7% 

1997 

2.1% 

16.3% 

0.6% 

0.9% 

9.2% 

11.8% 

1.0% 

1.9% 

6.8% 

1.8% 

4.7% 

4.3% 

17.4% 

21.1% 

1996 

5.8% 
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0.8% 
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0.7% 
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21.9% 
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7.7% 

0.8% 
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1994 
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0.7% 

15.5% 

1.4% 
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A s y m m e t r i e s 

The analysis of the Intra-EU flows is made difficult by the presence of the so-called asymmetries. Ideally, each 
Intra-EU outflow from a Member state should be also recorded as inflow by the recipient Member state, and 
therefore the sum of all the outward Intra-EU flows declared by the Member States should be equal to the sum 
of all the inward Intra-EU flows. 

Unfortunately, this is not the case and a discrepancy is usually observed. This discrepancy is called asymmetry. 
This discrepancy affects the statistics of each Member state: what country A declares as outflows to country Β 
usually slightly differs from what country Β declares as inflows from country A. Consequently, the total Intra-EU 
flows considered by the outward side is not equal to the total Intra-EU flows considered from the inward side. 
For instance, in 1998 the Intra-EU outflows added up to ECU 127 bn, while the Intra-EU inflows were ECU 
102 bn: consequently, an asymmetry of ECU 25 bn was recorded. 

For this reason, the analysis of the Intra flows may show different developments (in t ime, for instance) whether 
it is considered from outward or from the inward side. In fact, if the order of magnitude of the asymmetries is 
not negligible, its dynamics affects the dynamics observed for the Intra flows. 

In spite of all these problems, the analysis of the breakdown of the Intra flows by country of destination (from 
the outward side) and by country of origin (from the inward side) may hint some suggestions on the structure 
of the flows. 

More details on the reason why asymmetries arise can be found in the section on methodological issues. 
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EU inward direct investment flows: major partners 

I N BRIEF 

• EU attracted in 1 998 FDI flows worth about ECU 90 bn from abroad, 1 33% more than the year earlier. 

• USA and Switzerland again are the most important partners: they generated about two thirds and 15% of the 
total inflows, respectively. 

More than half of the investment was directed to the United Kingdom, which attracted about ECU 47 bn. The 
second largest share (20%) was directed to the Netherlands. 

In 1998 EU companies attracted from abroad FDI for 
about ECU 90 bn, excluding reinvested earnings. The 
Intra flows (from the inward side) amounted to ECU 102 
bn, and hence a total inward flow of more than ECU 
190 bn was recorded. Compared with a year earlier, 
both Intra and Extra flows recorded a remarkable 

increase, + 6 6 % and + 1 3 4 % respectively, although the 
Extra flows grew faster. As a result, the total flow almost 
doubled ( + 90%) in comparison with 1997. This marked 
a sharp boost in the increasing trend of the last few 
years. 

ECU Mio 

200 000 

150 000 

100 000 

50 000 

EU FDI inflows excluding RE 

1992 1993 1994 1995 1996 1997 1998 

Intra EU Extra EU 

Extra-EU in f lows 

In 1998 inward FDI flows coming from extra-EU 
represented 46% of the total, 9 percentage points more 
than a year earlier. This is the largest share recorded 
since 1995, although about two fifths of FDI directed to 
the EU has always been coming from non-Member 
States. 

The geographical area that contributed most was North 
America, which directed to the EU ECU 62 bn. Its part 
has always been the prevailing part, fluctuating between 

the highest value of 1998 (69% of inward Extra flows) 
and the lowest of 1994 (47%). 

The second most important area was EFTA, which 
almost doubled its share: it generated 1 7% of the Extra 
flows, 8 percentage points more than a year earlier. O n 
the other hand, the other European Countries reduced 
consistently their share (only 1 % in 1998 , 3 points less 
than in 1 997) , which in any case has never been greater 
than 5%. 
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