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Foreword 
Foreign direct investment (FDI) is α category of interna­

tional 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. 

Foreign direct investment increased strongly during 

recent years. Outward flows from the European Union 

towards extra­EU partners grew at an annualised rate of 

42 % from ECU 62 billion in 1 995 to EUR 362 billion in 

2000. During the same period, foreign investments into 

the EU markets progressed at an annual rate of 33 % 

from ECU 42 billion in 1995 to EUR 176 billion in 

2000. 

FDI plays a key role in the globalisation process as an 

important element of international 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 bal­

ance of trade, encourages efficient production, stimu­

lates technology transfer and fosters the exchange of 

managerial know­how. It is thus believed to improve the 

productivity of business and to make economies more 

competitive, although its effect on employment is con­

troversial. 

In the European Union Direct Investment Yearbook 2001 

Eurostat presents and analyses harmonised statistics on 

FDI flows, positions and income for the EU as a whole. 

A CD­Rom provides harmonised FDI data for each EU 

Member State as well as for major FDI partners of the 

European Union. 

Faced with increasing globalisation of economic activi­

ties, public authorities and policy makers need new sta­

tistics. On the basis of the General Agreement on Trade 

in Services (GATS), Eurostat, in conjunction with the 

OECD, has started the compilation of Foreign Affiliate 

Trade Statistics (FATS) on employment and turnover. 

These data will for the first time help quantifying some of 

the economic consequences of direct investments and 

will therefore together with FDI data, provide an invalu­

able tool to measure the evolution of the globalisation 

phenomenon. 

Given the importance of FDI statistics in the political and 

economic field, I welcome Eurostat's efforts to collabo­

rate 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. 

Eurostat would like to thank the following national banks 

and statistical offices without whom the publication of 

this yearbook would not have been possible: 

Banque Nationale de Belgique 

Danmarks Nationalbank 

Deutsche Bundesbank 

Bank of Greece 

Banco de España 

Banque de France 

Central Statistics Office (Ireland) 

Ufficio Italiano dei Cambi 

De Nederlandsche Bank 

Oesterreichische Nationalbank 

Banco de Portugal 

Suomen Pankki 

Sveriges Riksbank 

Office for National Statistics (UK) 

United States Department of Commerce 

Bank of Japan 

Norges Bank 

Banque Nationale Suisse 

Commissioner 

Mr Pedro Solbes Mira 



eurostat FOREWORD 

European Union Direct Investment Yearbook 2001 

The direct investment yearbook provides users with ana­
lytical aspects 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 
and corporate decision-makers with high quality statisti­
cal information on direct investment. Eurostat is able to 
provide internationally comparable f igures, through 
close cooperat ion with Member States and the OECD. 

The data processing, statistical analyses, writing of the 
publication and desktop publishing were carried out by 
the fol lowing team under the coordinat ion of Paolo 
Passerini: 

Anne Foltête 

Dominic Huggins 

Carine Kuppel 

Federica Silvestrelli 

Sylvie Vil laume 

Jean-François Yattien-Amiguet 

Céline Tholey 

For more information, or if you have any suggestion on 
how we might improve the publication please contact: 

European Commission 
Eurostat 
International trade in services, foreign direct investment 
and balance of payments, Unit B5 
Head of Unit Mr Jean-Claude ROMAN 
Bech E4 /816 
L-2920 LUXEMBOURG 

Tel: + 3 5 2 4301 33 548 
Fax: + 3 5 2 4301 33 859 
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Executive Summary 

The year 2000 saw a new increase in EU FDI outflows to extra-EU countries to EUR 362 billion 
( + 1 6 % on 1999) 

• EU FDI outflows stood at 4 % of EU GDP. 

• The USA remained the EU's main partner and strong FDI flows were recorded to Canada and to South 
America. 

• Equity Capital has made up an increasing proportion of FDI flows. 

• Income generated by extra-EU FDI jumped to EUR 83.7 billion. 

EU FDI inflows from the rest of the world grew by 59 % to EUR 1 76 billion in 2000 

• The USA and Switzerland continued to be the main investors, generating 69 % and 1 0 % of extra-EU 
inflows respectively. 

• For the first time in 2000, Canadian investments in the EU reached close to EUR 1 5 billion. 

• More than 60 % of EU inflows from non-OECD countries came from financial centers. 

FDI flows between EU Member States more than doubled from 1 999 to 2000. Their ratio to EU GDP rose 
to 7 % 

• More than half of intra-EU FDI flows are explained by ten major deals mainly in the Telecommunications 
sector. 

• Germany was the most attractive host country for intra-EU investment in 2000. 

• The United Kingdom maintained its position as most important European source country. 

• The intra-EU FDI growth rate exceeded growth rates recorded for both EU GDP and trade. 

Emerging Markets attracted EUR 67.1 billion of EU FDI flows in 2000 

• Flows to Emerging Markets represented 21 % of total extra-EU outflows. 

• EU outflows to Candidate Countries recorded the largest progression (+27.4 %). 

• Latin America reinforced its position as first Emerging Market destination. 

A majority of EU FDI inflows as well as outflows took place in the Services sector 

• Financial intermediation was the first sector for both EU outflows and inflows. 

• Other important sectors were Telecommunications, Business services and the Chemical industry. 

• At the end of 1999, nearly all economic activities contributed to the EU's net international position of 
EUR 464 billion, with the EU continuing to generate net positive outflows to almost all sectors. 
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Introduction eurostat 

Overview 

In 2000, direct investment continued to expand at high 

rates. World FDI flows ­ excluding intra­EU FDI flows ­

reached new record levels, with approximately EUR 800 

billion invested during the year. The annual growth rate, 

though falling to its lowest level since 1997, still stood 

above 30 % for the fourth consecutive year. Intra­EU FDI 

(i.e. direct investment from one Member State to another) 

climbed to EUR 650 billion (7.7 % of EU GDP). 2000 

investment was particularly intense in Financial interme­

diation, Telecommunications and Business services. 

Available statistics however indicate a slowdown of FDI 

activity in 2001" ' in the general context of a less propi­

tious investment climate. 

World FDI flows by origin 1995­2000 

ECU/EUR billion 

800 

600 

400 

200 

0 

1995 1996 

■ EU­15 (to extra­EU) 

■ Other OECD countries 

Β=Β=Β=^ 
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D USA 

D Other countries 

1999 2000 

Source: Eurostat, BEA, UNCTAD 

The European Union is the main direct investor worldwide 

FDI assets abroad ­ EU­15 and USA 

ECU/EUR billion 
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0 ■z FEE 
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EU-15 (in extra-EU) I 

Estimated by cumulating 2000 flows with end­1999 stocks and adjusting assets for exchange rate changes 

5ource:Eurostat, BEA 

1998 

USA 

1999 2000* 

The geographical distribution of world FDI flows by 

investor country remained highly concentrated in favour 

of developed countries. With EUR 362 billion invested 

abroad (4.3 % of GDP and +16 % on 1999), the EU­

15 continued to be the most active direct investor. It had 

a share in global outflows close to 50 %. By the end of 

2000 EU FDI assets had risen to three times their 1 995 

value and exceeded United States assets abroad. 

See Chapter 1 and Chapter 2. 
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Introduction 

America hosts 70 % of the EU's assets abroad 

The American continent is by far the favourite destination of 

EU FDI. At the end of 2000 , North America hosted 58 % of 

EU FDI assets (49 % at end­1994), 90 % of which were 

invested in the USA. The USA's share in yearly flows howev­

er dropped to 47 % in 2000. Another 1 4 % of stocks were 

placed in South and Central American countries. Since 

1 997 South American countries have attracted an increas­

ing flow of EU investment, while the importance of Central 

American countries has declined in percentage terms. The 

relative weight of Non­EU European countries remained 

steady at 16 % over the given period, but the group's inter­

nal composition was reshaped. Traditional partners such as 

Switzerland and Norway, still growing in absolute terms, fell 

from 11 to 8 % of total extra­EU. For its part, the group of 

thirteen countries candidate to enter the EU doubled its rel­

ative importance accounting for 5 % of EU assets at end­

2000 . Africa and Oceania made up the remaining 5 % of 

extra­EU FDI assets. Chapter 1 of this yearbook contains 

detailed graphs and tables on EU investment abroad by 

geographical destination. Chapter 4 provides a focus on 

investment in the so­called emerging markets. 

EU FDI assets by main destination 

1995 and 2000* 

m 

80 

60
1 1 

40 

20 

0 

™ 
— 

1995 2000* 

G North America D South and Central Americas Non­EU Europe 

Π Asia ■ Others 

* Shares for 2000 ore based on estimated assets 

Services receive a growing share of EU FDI abroad 

The recent growth of extra­EU investment is strongly char­

acterised by an increased dominance of Services
12

' bal­

anced by a decline in the share of Manufacturing. The 

weight of Other sectors
1
"
1
 in EU assets also rose between 

1995 and 2 0 0 0 . Forming 1 7 % of extra­EU FDI assets at 

end­1999, Financial Intermediation services were the 

economic category into which the largest flows were 

recorded in 2 0 0 0 (28 % of total extra­EU flows). 

Approximately three­quarters of investments in this indus­

try went to the USA, while the sector attracted 39 % of 

flows to EFTA countries. Business Services and 

Telecommunications followed in the ranking of Services 

and together made up 20 % of 2 0 0 0 EU FDI abroad. The 

share of Manufacturing fell to 22 %, with investment con­

centrated in the chemical industry and in the food prod­

uct industry. Detailed information on the sectoral break­

down is given in Chapter 5. 

Extra­EU FDI assets by main activity 

1995 and 2000* 
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* Shares for 2000 ore based on estimated assets 

Inward EU FDI flows up by 5 9 % in 2 0 0 0 

With EUR 1 76 bill ion (2.1 % of GDP), the EU absorbed 

about 2 0 % of world FDI flows in 2 0 0 0 . As shown in the 

graph below, the second half of the 1990s saw growth 

in the USA's weight as a recipient of foreign investment 

from the rest of the wor ld , and particularly ­ as men­

t ioned above ­ from the EU itself. Peaking at 41 % in 

1 9 9 9 , the rise in the USA's share was matched by a 

reduction in the percentage share of other (non­OECD) 

countries. The EU's share and that of other OECD coun­

tries remained relatively stable over the period. In 

absolute terms, the value of EU inward FDI stocks grew 

from ECU 3 6 7 bill ion at the end of 1995 to EUR 899 

bil l ion at the end of 2 0 0 0 . Compar ing the EU with the 

USA shows that the difference in the value of FDI stocks 

held invested in the two economies widened significant­

ly in 1999 and 2 0 0 0 . 

Services inclyde: Transport, Telecommunications, Monetary intermediation. Other financial intermediation, Insurance, Real estate activities, Computer activities, 

Research & development. Other business activities, Trade and repair, Hotels and restaurant, Public services and Other services n.i.e. 
1
 The group labelled here as "Other sectors" includes the primary sector (Agriculture and fishing, Mining and quarrying), but also Utilities (Electricity, gas and water) and 

Construction. 

12 
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World FDI flows by recipient 
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Inward FDI stocks ­ EU­15 and USA 

ECU/EUR billion 
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Two thirds of EU FDI stocks owned by investors from 

North America 

USA companies have traditionally been the main foreign 

investors in the EU and their commercial presence 

became even stronger in the second half of the 1990s. 

With EUR 440 billion at the end of 1999, the USA 

owned 61 % of EU FDI liabilities ­ a progression of 10 

percentage points as compared to their 1995 share. 

Switzerland maintained its second position though with a 

reduction of its share of ownership (from 20 % in 1 995 

to 16 % in 1999). An important feature of the period 

considered is that direct investment from Japanese com­

panies also grew less than the average, leading to a 

reduction in the share of EU liabilities toward Japan 

(from 8 % in 1 995 to 5 % at the end of 1999). Amongst 

other investors, Central America maintained a holding 

of above 4 % of total extra­EU inward FDI at the end of 

1 999 with investors mainly located in Caribbean islands. 

These broad trends continued to characterise inward FDI 

in the year 2000, as is illustrated in more detail in 

Chapter 2. 
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EU FDI liabilities to extra­EU by main investor 

1995 and 2000* 
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1995 2000" 

orth America D Non­EU Europe ■ Asia ■ Others 

tor 2000 are based on estimated liabilities 

6 0 % of EU FDI stocks invested in services at end­2000 

The relative importance of Services is even higher for 

inward than for.outward FDI. With a record flow close to 

EUR 100 billion, Services received 64 % of 2000 invest­

ment. The ranking of inflows by type of service was simi­

lar to that of outflows, with the exception that the Trade 

sector, ranking second, made up 15 % of inward flows. 

With 27 %, Financial Intermediation was the main target 

of foreign investors, while Telecommunications took 13 % 

of 2000 flows. However, in the case of inward FDI, the 

share of Manufacturing remained fairly stable at around 

35 % of stocks. This reflects a 120 % growth rate of FDI 

stocks in Manufacturing between 1995 and 2000, with 

the chemical and mechanical industries in leading posi­

tion. FDI capital invested in sectors other than Services 

and Manufacturing instead diminished, even in absolute 

terms, and represented a marginal percentage at the end 

of 2000. The reader is referred to Chapter 5 for detailed 

information. 

EU FDI liabilities to extra­EU by main activity 

1995 and 2000* 
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Net FDI outflow reduced to 2.2 % of GDP in 2 0 0 0 ... 

With inward flows growing faster than outflows, the EU's 
net FDI deficit stood at EUR 1 86 bil l ion (2.2 % of GDP), 
down by 7 % on 1999. For its part, the euro-zone 

recorded a moderate surplus equivalent to 0.3 % of 
GDP The difference is to a good extent explained by the 
impressive investment of more than EUR 180 bil l ion 
made by the UK in the German telecommunications 
industry in 2 0 0 0 (see Chapter 3). 

% 
7-

5 . 

3 

1 . 

-1 -

-3 

EU FDI flows 
Extra-, intra- and net as a percentage of GDP 

-« : 

1995 1996 

Net 

Outward to extra-EU 

1997 1998 1999 

—— Inward from extra-EU 

- - Intra-EU 

2000 

... whilst investment in the services sector led intra-EU 
FDI to unprecedented high levels 

As in the case of inward flows from the extra-EU, EU 
enterprises active in Sen/ices were the main target for 
intra-EU FDI transactions. Large M&As significantly 
reshaped the ownership structure of major EU enterpris­
es, particularly in Telecommunications and Financial 
intermediation. Intra-EU FDI transactions more than dou­
bled for the second consecutive year, signalling a signifi­
cant acceleration in the process of economic integration 
within the Union. In 1 999 and 2 0 0 0 , intra-EU FDI repre­
sented on average 80 % of total direct investment inflows 
into the EU, whilst in previous years it had remained 
steady around a relative weight of 50 %. Chapter 3 pro­
vides detailed information on intra-EU FDI. 

FDI income close to 1 % of GDP in 2 0 0 0 

With FDI capital flows and stocks experiencing excep­
tional growth rates since 1997 , FDI income lagged 
behind with an average yearly growth rate of 10 % 
between 1995 and 1999. With EUR 84 bil l ion (close to 
1 % of GDP) received from and EUR 66 bil l ion paid to 
the extra-EU, this trend was reversed in the year 2 0 0 0 , 
FDI income (both credit and debit) growing faster than 
other FDI variables, both at a rate of 37 % compared to 
1 999 . In the EU Balance of Payments, the relative weight 
of FDI income in total investment income also rose in 
2 0 0 0 , reaching 29 % on the credit side and 24 % on the 
debit side. Detailed information on FDI income is pre­
sented in Chapters 1 , 2 and 4 . 

Weight of extra- and intra-EU FDI in total EU FDI inflows 

% 
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EU FDI total income as a percentage of GDP 
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EU FDI capital flows 1996-2000 ECU/EUR million 

Total outflows to extra-EU 

Equity capital 
Other capital 
Reinvested earnings 

Total inflows from extra-EU 

Equity capital 
Other capital 
Reinvested earnings 

Total intra-EU flows* 

Equity capital 
Other capital 
Reinvested earnings 

1996 

68 665 

30 752 
16 240 
21 675 

36 509 

18 244 
14 178 
4 088 

61 508 

33 525 
20 343 
7 640 

1997 

109126 

64 103 
20 627 
24 401 

47 038 

24 961 
12 823 
9 256 

82183 

44 051 
23 818 
14 313 

1998 

221 605 

150 726 
47 509 
23 369 

106 378 

68 011 
27 003 
11366 

128 329 

77 582 
39 151 
11 598 

1999 

311466 

211 178 
74 230 
26 057 

111 078 

53 786 
45 167 
12 125 

338 877 

264 640 
40 028 
34 209 

2000 

362 435 

258167 
68 817 
35 452 

176164 

96 436 
54 469 
25 261 

654147 

480 867 
135 789 
37 490 

EU total FDI income 1996-2000 ECU/EUR million 

Extra-EU, credits 
Extra-EU, debits 
Extra-EU, net 
Intra-EU* 

1996 

47 013 
30 807 
16 206 
26 998 

1997 

53 379 
33 043 
20 336 
36 255 

1998 

55 551 
44 212 
11 340 
44 519 

1999 

61231 
47 990 
13 241 
69 997 

2000 

83 728 
65 995 
17 734 
94 835 

EU FDI stocks at the end of the year, 1995-1999 ECU/EUR million 

Total extra-EU assets 

Eq. capital and reinv. earnings 
Other capital 

Total extra-EU liabilities 

Eq. capital and reinv. earnings 
Other capital 

Total intra-EU stocks* 

Eq. capital and reinv. earnings 
Other capital 

1995 

471 912 

379 478 
92 435 

366 873 

270 196 
96 676 

500116 

400 544 
99 571 

1996 

543174 

440 027 
103 147 

421 927 

317 527 
104 400 

573 052 

467 169 
105 883 

1997 

666 588 

548 093 
118 495 

495 915 

356 596 
139 322 

652 778 

525 605 
127174 

1998 

825 249 

665 019 
160 230 

610 620 

436 653 
173 968 

783 877 

614 178 
169 700 

1999 

1 186 989 

963 565 
223 425 

722 806 

491 530 
231 277 

1 183 402 

930 222 
253 181 

' Intra-EU data are the average between inward and outward as declared by Member States 
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What ¡s direct investment ? 

• Foreign direct investment is the category of interna­
tional investment in which an enterprise resident in 
one country (the direct investor) acquires an interest 
of at least 10 % in an enterprise resident in another 
country (the direct investment enterprise). Subsequent 
transactions between affiliated enterprises are also 
direct investment transactions. 

• As it gives the investor an effective voice in the man­
agement of the enterprise and a substantial interest in 
its business, FDI implies a long-term relationship 
between the direct investor and the direct investment 
enterprise. 

• Investment may take place through the establishment 
of an entirely new f i rm, so-called "greenfield" invest­
ment, or through the complete or partial purchase of 
an existing firm via a merger or an acquisit ion. In 
recent years, Mergers and Acquisitions (M&As) have 
in fact formed the largest share of worldwide FDI. FDI 
can however not be equated with M&As as these may 
include deals in which the investor acquires less than 
1 0 % of shares and as they do not include greenfield 
investments. 

Why FDI takes place 

Two main reasons are given for why investors engage 
in foreign direct investment: vertical and horizontal FDI. 
A mixture of both is possible and is often the case. 

• Vertical FDI 

In this case, a company "slices" its production chain 
by al locating different parts to those countries in 
which production costs are lower. Progress achieved 
in recent years in telecommunications and data man­
agement has enabled firms to allocate their produc­
t ion processes more easily through so-called supply 
chain management. Major investors appear to carry 
out Vertical FDI close to their borders, as the goods 
produced there can then be imported for distribution 
in the home market. This type of FDI generally acts as 
a booster to international trade. 

• Horizontal FDI 

Here, a company "duplicates" its production chain in 
order to place its production closer to foreign mar­
kets. The investment decision may result from a 
trade-off between fixed costs (the new plant) and vari­
able costs (high tariffs and transport costs associated 
with exporting to that country). Large markets tend to 
be more competit ive, making imports less attractive, 
and it is there that major investors tend to carry out 
this type of investment. Acting as a substitute to trade, 
Horizontal FDI gives investors strategic market access 
and reduces delivery t ime. 

• A third possible explanat ion for FDI are 
Conglomerate M&As which take place between com­
panies in unrelated activities seeking to diversify risk 
and to deepen economies of scope. 

Advantages of FDI 

To the Investor 

• For the investing f i rm, FDI usually means access to 
new markets and better knowledge of those markets. 
This may however come at higher international trans­
action and organisational costs. 

• In some Sen/ice industries, local market presence (eg. 
a banking outlet or representative office) may be a 
pre-requisit for serving that market. 

• Lower labour, raw material and intermediary input 
costs may prevail where the direct investment enter­
prise is located. 

To the Investee 

• As it is less liquid and tradeable than Portfolio 
Investment, FDI flows are usually less volati le. 
Especially in the case of developing countries, this 
type of f inancing reduces risk of external speculation 
and liquidity crises. FDI contributes positively to the 
recipient's Balance of Payments, both through the ini­
tial transaction (sale of a local firm to foreigners) and 
when it adds to export growth. 

• FDI contributes to growth in the target country by 
increasing the production base, by creating employ­
ment and through multiplier effects (eg. orders from 
other local industries). By contributing to higher com­
petit ion, FDI can lead to an improvement of other 
domestic firms' efficiency and product quality. It may 
conversely contribute to the "crowding out" of local 
firms ¡e. the closure of other uncompetitive produc­
tion units. FDI acts as a catalyst for domestic invest­
ment and technological progress through the transfer 
of technology to the recipient. Similarly, it may raise 
management expertise and marketing skills. 

Direct investment in this publication 

• The figures in this publication offer an analytical tool 
to answer questions about: 

• Direct investment flows over t ime, broken down by 
economic activity and geographical destination/ 
origin. 

• Direct investment assets and liabilities, broken 
down by economic activity and geographical des­
t inat ion/ or igin. 

• Direct investment income, broken down by geo­
graphical dest inat ion/ origin. 
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Inroduction 

• Compared to the 2000 edition of the European 
Union Direct Investment Yearbook, the 2001 edition 
presents improved data for income that now cover 
the period 1 994-2000. For 1 999 and 2000, EU FDI 
income is also disaggregated into its different com­
ponents. This and other improvements continue to 
bring EU FDI statistics closer to international report­
ing standards and improve the comparability with 
other major FDI compilers. 
Owing to late availability, detailed tables for 2000 
data are not published for Sweden. 

• The 2001 edition comes in two volumes: 

• the first volume is a descriptive synthesis of major 
trends and developments in the European Union's 
direct investments. The Annexes provide detailed 
statistical tables of the EU's FDI, basic information 
on nomenclatures and a glossary of terms; 

• the second volume, which is only available on 
CD-ROM, contains detailed information on the 
methodology applied, a description of estimation 
methods and a section on asymmetry. It further­
more includes a great number of standardised 
tables for each reporting economy. The full set of 
FDI figures is available in Eurostat's on-line ser­
vices (NewCronos). 

How to read the tables for the European Union 

• Reporter and Partner 

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'. 

Sign convention 

The Balance of Payments sign convention records 
outward direct investment with a minus sign and 
inward direct investment with a plus sign. Outward 
disinvestments should consequently be entered with 
( + ) and inward disinvestment with (-). Following 
requests from readers, both for inward and outward 
flows, investment is presented in the statistical tables 
of this publication with a positive sign and disinvest­
ment is shown with a negative sign. 

Intra-EU data and Asymmetries 

In the case of intra-EU FDI (reporter: EU), what 
appears under 'outward investment' for one Member 
State is the sum of what all other EU Member States 
have declared to have invested in that country. These 
are 'outward' investments from the point of view of the 
EU as a 'reporting economy', though they are 'inward' 
investments from the point of view of the given 
Member State. Due to asymmetries this regularly 
does not equal the figure reported under 'inward' 
investment by the Member State concerned, which is 
shown in the respective country table in the CD-
ROM. More detailed information on the size and rea­
sons for asymmetries is given in the CD-ROM as well 
as on Eurostat's NewCronos web site. 
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Extra­EU outward FDI: flows reach new peaks in 2000 

In brief 

• New records are reached as 1 999 and 2 0 0 0 see FDI outflows equivalent to 4 % of EU aggregate GDP 

• The USA remain the EU's main partner and strong FDI flows are recorded to Canada and to South America. 

• Equity Capital has made up an increasing proport ion of FDI flows. 

• Stemming from diverse sources, income generated by extra­EU FDI jumps 37 % to EUR 83 .7 bil l ion. 

The European Union plays a leading role in FDI worldwide 

With the United States of America, the European Union 

holds a leading role in FDI worldwide. In the latter half of 

the 1 990s, it has continued to assert its position in inter­

national investment. From ECU 825 billion at end­1998 

to EUR 1 187 billion at end­1999 , extra­EU FDI assets 

grew by 44 %. This compares to ECU 858 billion and 

EUR 1 126 billion respectively, that is 31 % growth, for 

the USA's outward FDI assets and 46 % average growth 

for the group of other countries. By end­1999 , the USA 

and the EU each owned close to a quarter of world out­

ward FDI asset stocks (23 % and 24 % respectively). 

Furthermore, intra­EU FDI asset stocks, which are omitted 

from the graph, made up 24 % of world total at end­

1999. 

World total outward FDI stocks* 

ECU/EUR billion End­1995 to end­1999 

1500 

1250 

1000 

750 
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250 

0 
1995 1996 1997 1998 1999 

Extra­US ■ Extra­EU Others 

Excluding intra­EU FDI 

Source: Eurostot and UNCTAD (World Investment Report 1998 to 2001 

Share of bilateral FDI stocks in world total* ­ End­1995 to end­1999: top seven gainers and losers 

Top Seven 1995 1999 Percentage­

Point Gain/Loss 

EU­15 

EU­1 5 

EU­1 5 

EU­15 

EU­Ì5 

Other Europe** 

USA 

Lowest Seven 

to USA 

to South America 

to EU­1 5 ("intra­EU") 

to Candidate Countries 

to Other Europe** 

to EU­15 

to Africa 

9.9 % 

1.6% 

22.6 % 

0.7 % 

0.2 % 

0.1 % 

0.2 % 

12.1 % 

2.4 % 

23.3 % 

1.1 % 

0.5 % 

0.3 % 

0.3 % 

2.2 

0.8 

0.7 

0.5 

0.3 

0.2 

0.1 

EFTA 

Japan 

USA 

EU­15 

EU­1 5 

USA 

EU­15 

to EU­15 

to USA 

to Canada 

to EFTA 

to Oceania 

to Japan 

to Central America 

3.7 % 

3.6 % 

2.9 % 

2.4 % 

1.2% 

1.3% 

1.5% 

2.7 % 

2.7 % 

2.2 % 

1.8% 

0.6 % 

0.7 % 

0.9 % 

­1.1 

­1.0 

­0.7 

­0.6 

­0.6 

­0.6 

­0.6 

Compar ing the relative weights in world total of end­ a lesser extent, by the EU in EFTA. Japanese FDI in the USA 

1999 and end­1 995 FDI bilateral asset holdings and US FDI in Japan have similarly lost in relative size on 

between major geographical entities*, one sees that 

the share in world total of EU Member States' aggre­

gate holdings in the USA, in South America, intra­EU, 

in the Candidate Countries to EU accession and in 

Other European countries all grew strongly. FDI assets 

held by Other European countries in the EU as well as 

by the USA in Africa similarly gained in importance. 

Amongst the "Lowest Seven", one notices reductions in 

a global scale. Weights of the USA's holdings in Canada 

as well as of the EU's investments in Central America were 

also reduced. Whilst these seven bilateral investments lost 

in relative weight on a world scale, all grew in absolute 

size. One furthermore notices that the stock of investments 

made in the Top Seven was built up more recently: the 

ratio of the sum of 1997 to 1999 flows to end­1999 

stocks is above 5 0 % on average, whilst the equivalent 

the weight of FDI stocks held by EFTA in the EU and , to ratio for the Lowest Seven is just above 25 % on average. 

Using square matrix introduced in Statistics in Focus The European Union's Share in Global FDI ­ 1995 to 1999" Eurostot September 2001; Source: Eurostat and UNCTAD. 

Non­EU, non­EFTA. 
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EU FDI assets grow strongly, both in developed and in 

developing countries 

During 1999, the European Union's FDI assets extra­EU 

rose by an impressive 44 % to reach EUR 1.19 trillion at 

year­end. Over the same period, intra­EU FDI assets 

rose by 52 %. Liabilities to non­EU investors at end­

1999 amounted to EUR 0.72 trillion, implying a net 

international investment position in FDI of EUR 0.46 tril­

lion for the EU. At end­1999, close to half of the EU's 

FDI assets were held invested within the EU and half out­

side, of which close to half (¡e. a quarter of total) in the 

USA. 72 % of extra­EU FDI assets were held invested in 

OECD member countries, this ratio rising to 86 % when 

one includes intra­EU investments. 

Averaging 44 % from end­1 994 to end­1 997, the USA's 

share in extra­EU FDI assets rose to 48 % at end­1 998 

and 52 % at end­1999. This rise is seen in the light of 

the sustained high level of trans­Atlantic investment 

flows, yet the appreciation in recent years of the US dol­

lar vis­à­vis the euro should be taken into account, as 

the latter is the unit of account here. After over­taking the 

group of Other Asian Countries in 1998 and EFTA in 

1 999, South America was second, in terms of EU FDI 

assets extra­EU, after the USA at end­1 999. 

Geographical distribution of EU­15 FDI assets and most recent outward flows (ECU/EUR Billion and %) 

Stock (at end­) 

Flow 

Extra­EU­15 

EFTA 

Other Europe, of which: 

Candidate Countries 

Africa 

Northern America, of which: 

USA 

Canada 

Central America 

South America 

Asia, of which: 

Near & Middle East 

Other Asia, of which: 

Japan 

Oceania 

Memo Items: 

lntra­EU­15 

OECD (non­EU) 

Other OECD (non­US, non­EU) 

Other Countries 

1994 1995 1996 1997 1998 

444 

49 

15 

// 
15 

212 

197 

16 

32 

33 

48 

4 

44 

11 

24 

463 

304 

108 

140 

472 

53 

19 

15 

17 

224 

207 

17 

32 

36 

52 

4 

48 

11 

26 

508 

323 

115 

149 

543 

56 

27 

20 

18 

252 

233 

19 

34 

42 

65 

4 

61 

12 

31 

594 

377 

144 

166 

667 

64 

43 

29 

24 

317 

293 

24 

44 

56 

73 

5 

68 

12 

34 

679 

461 

168 

206 

825 

83 

62 

42 

23 

422 

398 

24 

37 

79 

79 

8 

71 

13 

26 

786 

588 

190 

237 

1999 

311 

12 

19 

14 

5 

201 

197 

4 

13 

34 

25 

0 

26 

9 

3 

345 

241 

45 

70 

1999 

1 187 

91 

84 

58 

39 

653 

622 

30 

45 

124 

110 

6 

104 

24 

28 

1 192 

858 

235 

329 

100 % 

8% 

7% 

5% 

3% 

55% 

52% 

3% 

4% 

10% 

9% 

0% 

9% 

2% 

2% 

72% 

20% 

28% 

2000 

362 

36 

23 

18 

8 

224 

172 

52 

16 

34 

25 

0 

25 

8 

5 

637 

292 

120 

70 

100% 

10% 

6% 

5% 

2% 

62% 

47% 

14% 

5% 

9% 

7% 

0% 

7% 

2% 

1 % 

81 % 

33% 

19% 

Extra­EU­15 FDI flows reach a record EUR 362 billion, 

equivalent to 4.3 % of EU­15 GDP, in 2000 

Driven by a continued wave of international Mergers 

and Acquisitions, 2000 saw strong world­wide FDI 

activity which the EU Member States took an active 

part in. In search of new competitive advantage, com­

panies have been increasing their scale international­

ly, acquiring or forming strategic alliances with poten­

tial competitors and participating in market openings 

such as privatisations and new products. As an exam­

ple, with the on­going development of the global 

telecommunications network, this industry has seen 

rapid developments and, in 2000, a major proportion 

of worldwide M&As exceeding USD 1 billion were 

made here"
1
. 

The EU's total yearly FDI flows extra­EU have comprised a 

growing share of Equity Capital. Rising from under 50 % 

of total in 1995 and 1996 to close to 70 % in the last 

three reported years, it contributed to high overall levels of 

investment. Underpinned by buoyant equity markets, a 

larger proportion of FDI has been transacted by means of 

payment in shares'
2
'. Although FDI and M&As cannot be 

perfectly equated'
31

, the rise in FDI flows and their change 

in make up do reflect both the growing number and size 

of M&As and the financial structuring of M&A deals. The 

proportion of M&As financed by equity capital in 2000 is 

estimated at 56 %<
4
'. 

' ' '"World Investment Report 2 0 0 Γ , UNCTAD, Annex Table A.I 

(21, 

'3i 

IMF WEOl 0 / 0 1 , Ch3 "The I. T. Revolution": M&As Stock­driven rather than Cash­driven. 

Broadly speaking, FDI includes Greenfield investments whilst M&As may include holdings of less than 10 % of shares. 

"Estimated FDI Flows in 2001 and the Impact of Events In the US", Note by the Secretariat, UNCTAD 20/1 0 / 0 1 . 
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EU FDI flows to extra­EU as a share of EU­15 GDP, 

by investment component ­ 1995 to 2000 
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Geographical distribution of outward extra­EU FDI flows 

The European Union's outward FDI flows extra­EU rose 

1 6 % year­on­year to reach EUR 362 billion in 2000. FDI 

in the USA of EUR 1 72 billion contracted by 13 %. Within 

the OECD, this drop was compensated by a large rise in 

flows to Other OECD countries (non­EU, non­US). These 

reached a record EUR 120 billion, greatly boosted by the 

purchase of Canada's Seagram by France's Vivendi. 

Compared to 1 999, investments in non­OECD countries 

were close to unchanged at EUR 70 billion. Peaking at 

35 % in 1996, their share in total extra­EU FDI flows has 

remained stable at around 21 % during the latter half of 

the period. In 2000, this share amounted to 19 %, in 

view of what can be termed cyclically high flows to OECD 

member countries. 

Geographical distribution of extra­EU outward FDI flows, 

by main partner ­ 1995 to 2000 

ECU/EUR billion 
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The USA remain the EU's principal FDI partner 

Of the EU's outward FDI flows, 47 % were invested in 

the USA in 2000. After excluding reinvested earnings, 

43 % of these flows went to Financial Intermediation, 

strongly focusing on life insurance and asset manage­

ment, and 41 % went to Manufacturing, especially Food 

Products, Refining and Chemicals. Other activities of 

great interest to EU investors in the USA were 

Consulting, Advertising, Telecommunications and 

Information Technology. Particularily active investing 

nations were the Netherlands and the United Kingdom, 

but also France, Germany and Belgium/Luxembourg. 

Averaging 54 % during the 1 995­2000 period, the pro­

portion of extra­EU FDI flowing to the USA stood at an 

average 45 % in the first half (1 995­97), rising to 56 % 

in the second half of the period (1 998­2000). It is inter­

esting to note that this proportion has displayed a cycli­

cal pattern between 1995 and 2000. 
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The USA's share in extra­EU outward FDI flows 

1995 to 2000 

2000 

Other OECD countries: France invests EUR 32 billion in 

Canada in 2000 

Flows to Other OECD countries surged in 2000, aided by 

the Franco­Canadian megadeal noted above. Over the 

1995­2000 period, it made Canada the EU's second 

main destination for outgoing FDI after the USA. In third 

position, despite a fall in flows in 1999, Switzerland has 

remained a location of choice for EU FDI and has con­

tributed to making EFTA one of the EU's preferred invest­

ment areas worldwide. Asserting itself in fourth position, 

Poland was the destination of over 10 % of the EU's FDI 

flows to non­US OECD countries on average between 

1995 and 2000. This reflects strong EU FDI flows to the 

Candidate Countries to EU accession, which have risen 

continually since 1 996 and which formed 5 % of extra­EU 

outward flows over the 1995­2000 period. 

Non­OECD Countries: South America is EU's main part­

ner, followed by Asia 

There is a large number of non­OECD member coun­

tries and, as a whole, they have received close to 23 % 

of EU outward FDI flows on average during 1995 to 

2000. As depicted below, three main geographical 

regions stand out as destinations for these investment 

funds. Market liberalisation and recent large­scale pri­

vatisations in South America have attracted a great deal 

of interest from EU investors and, slightly down on the 

year previous, FDI flows to this region remained high at 

EUR 34 billion in 2000. At EUR 1 9 billion, over half of 

EU investments in South America were made in Brazil, 

where Telefonica of Spain made two large acquisitions 

in Te/ecommun/cafions. 

With a 9 % rise from 1 999 to 2000, both years saw 

strong levels of FDI to non­Middle Eastern Asian coun­

tries (Japan and South Korea are excluded here, as they 

belong to the OECD). The reduction in EU FDI flows to 

South­East Asia had been particularily pronounced in 

1 998, in the wake of the 1 997­98 crisis, and was com­

pensated by higher flows to South America and to the 

Other countries. Traditionally a smaller recipient of EU 

investments, Asia appears to have gained in impor­

tance as a destination of EU FDI after the crisis. Please 

see Chapter 3 for more detailed analyses of the EU's 

FDI in South­East Asia, South America and the 

Candidate Countries. 

The third largest flows from EU to non­OECD countries 

were those to Central America. This group includes 

mainland Central America as well as the Caribbean 

islands. A large number of the latter are listed OECD 

offshore jurisdictions and many are domicile to holding 

companies or to company headquarters. The graph 

depicting FDI flows to the Caribbean from the EU­15 

and from the USA shows an increase in FDI flows from 

both the USA and the EU in the last two years. 

EU­15 FDI flows to Other OECD countries 

1995 to 2000 

ECU/EUR billion 

1995 1996 1997 1998 1999 2000 

• Switzerland ^ Canada ■ Poland Q Others 

EU­15 FDI flows to Other Countries 

1995 to 2000 

ECU/EUR billion 
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OECD members not included: Mexico for Central America, Japan and South Korea for 

Other Asian Countries 
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FDI flows to Caribbean 1995 to 2000 

ECU/EUR billion 

12 

10 

1995 1996 1997 1998 1999 2000 

EU-15 USA 

Note: Countries Included are: Antigua and Barbuda, Anguilla, The Netherlands 
Antilles, Aruba, Barbados, Bermuda, The Bahamas, Belize, Dominica, The 
Dominican Republic, Grenada, Haiti, Jamaica, St Kitts and Nevis, The Cayman 
Islands, St Lucia, Montserrat, The Turks and Caicos Islands, Trinidad and 
Tobago, St Vincent and the Grenadines, The British Virgin Islands and The Virgin 
Islands of the United States less The Falkland Islands, Guyana and Suriname. 

Main contributors to EU-15 outward FDI 

Four countries accounted for large parts of EU outward 
FDI flows in 2000: the United Kingdom, France, the 
Netherlands and Germany. Whereas they were the 
source of 55 % of intra-EU FDI, they made up 60 % of 
outward flows extra-EU (excluding the USA) and 73 % of 
flows to the USA. The asset-holdings of the four main 
contributors to the EU's outward FDI assets are detailed. 
At 37 %, the United Kingdom claimed over a third of the 
EU's extra-EU FDI assets and, with an EUR 300 billion 
investment holding, just under half of the EU's FDI assets 
in the USA. Over two thirds of EU FDI assets in Oceania 
belonged to UK firms. Germany for its part disposed of a 
third of EU FDI in the Candidate Countries. In fact, 10 % 
of extra-EU German FDI was invested in the Candidate 
Countries and 59 % of Austrian FDI. France contributed 
to 12 % of extra-EU FDI assets but does not display the 
geographical specialisation seen with other Member 
States. The 66 % contribution to EU FDI assets in South 
America by the Other countries was largely made up by 
Spain, which has been one of the major investors in this 
region worldwide. 

Geographical distribution of EU-15 FDI assets, four main contributors (At end-1999, EUR billion and %) 

Stock at End-1999 

Extra-EU-15 

EFTA 
Other Europe, of which: 

Candidate Countries 
Africa 
Northern America, of which: 

USA 
Canada 

Central America 
South America 
Asia, of which: 

Near & Middle East 
Other Asia, of which: 
Japan 

Oceania 

Memo Items: 
lntra-EU-15 
OECD (non-EU) 
aherOECD (non4JS, rmflJ) 
Other Countries 

EU-15 

Assets 

1 187 

91 
84 
58 
39 

653 
622 
30 
45 

124 
110 

6 
104 
24 
28 

1 192 
858 
235 
329 

fear-on 
-Year 

Growth 

44% 

9% 
36% 
36% 
66% 
55% 
56% 
27% 
20% 
57% 
39% 

-27 % 
46% 
80% 
10% 

52% 
46% 
24% 
39% 

United Kingdom 

Assets . Share 
in tu - lo 

439 

11 
19 
3 

16 
309 
300 

9 
14 
10 
41 
2 

39 
6 

19 

242 
349 
49 
90 

37% 

13% 
22% 
6% 

41 % 
47% 
48% 
30% 
31 % 
8% 

37% 
30% 
38% 
25% 
68% 

20% 
41 % 
21 % 
27% 

Germany 

Assets . Share 
in tu - lo 

199 

14 
21 
19 
3 

115 
109 

6 
9 

10 
23 
0 

23 
7 
3 

193 
162 
52 
38 

17% 

16% 
25% 
33% 
9% 

18% 
18% 
19% 
19% 
8% 

21 % 
9% 

22% 
28% 
11 % 

16% 
19% 
22% 
11 % 

France 

Assets . Share 
in tu - lo 

137 

9 
6 
5 
6 

77 
74 
2 
2 

13 
13 
1 

13 
5 
2 

142 
99 
25 
38 

12% 

10% 
8% 

10% 
14% 
12% 
12% 
8% 
4% 

10% 
12% 
10% 
12% 
22% 
7% 

12% 
12% 
11% 
12% 

The Neth 

Assets . 

erlands 

Share 
in tu - lo 

123 

16 
10 
8 
3 

64 
59 
5 
4 
8 

15 
1 

14 
1 
2 

132 
93 
34 
29 

10% 

17% 
12% 
14% 
7% 

10% 
9% 

18% 
9% 
7% 

14% 
22% 
14% 
5% 
7% 

11% 
11% 
15% 
9% 

Other 

Assets 

289 

39 
28 
22 
11 
87 
80 
8 

17 
82 
17 
2 

15 
5 
2 

483 
155 
75 

134 

EU-15 

Share 
n EU-15 

24% 

44% 
33% 
39% 
28% 
13% 
13% 
25% 
37% 
66% 
15% 
29% 
15% 
20% 
7% 

41 % 
18% 
32% 
4 1 % 
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Extra­EU FDI flows in terms of GDP 

EU­15 FDI flows to extra­EU as share of source economy's GDP ­ 1995 to 2000 

1995 

EU­15 Average 

1996 

Germany 

1997 

France 

1998 1999 2000 

ι United Kingdom D Netherlands Others 

EU­15 FDI flows to USA 

as share of source economy's GDP ­ 1995 to 2000 
% 
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EU­1 5 Average ■ Germany 
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EU­15 FDI flows to Other OECD 

as share of source econom/s GDP ­ 1995 to 2000 
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EU­15 FDI flows to Other Countries 

as share of source economy's GDP ­ 1995 to 2000 
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From around 1 % in 1 995 and 1 9 9 6 , the ratio of extra­

EU FDI to GDP has risen constantly, stabilising at 

around 4 % during the last two years. During most of 

the per iod, the Netherlands saw GDP­equivalent extra­

EU outward FDI flows of around 5 %, rising to an 

impressive 1 2 % in 2 0 0 0 . The United Kingdom's GDP 

contr ibution was particularily strong in 1998 and 1999 

when it reached 10 %. France's FDI to GDP ratio grew 

constantly f rom under 1 % at the beginning of the peri­

od to over 5 % in 2 0 0 0 . The group of Other countries 

also display strong growth: f rom less than 1 % in the first 

two years, their average FDI to GDP ratio rose to close 

to 4 % in 2 0 0 0 . 

The ratio of EU FDI invested in the USA to EU aggregate 

GDP clearly rose in the latter half of the per iod. At an 

average 0.5 % in the first three years, it reached around 

2 % in the last three years. In the second half of the peri­

o d , investment was part icular i ly p ronounced by 

Germany in 1998 , the United Kingdom in 1998 and 

1999 and the Netherlands in 2 0 0 0 . 

Apart from a mild s low­down in 1999 , the EU­15 ratio 

of FDI flows to Other O E C D countries to source GDP 

rose continually from 0.2 % in 1 995 to 1.4 % in 2 0 0 0 . 

The Netherlands have consistently invested an equiva­

lent of between 1 % and 1.5 % of GDP in FDI flows to 

Other O E C D countries. The United Kingdom invested 

proportions of GDP exceeding 1 % in the second half of 

the per iod. 2 0 0 0 saw record FDI contributions f rom 

France equivalent to nearly 3 % of its GDP as well as 

solid ratios f rom the Netherlands, the United Kingdom 

and Other countries, making for an FDI Flow to GDP 

ratio of 1.4 % for the EU as a whole in 2 0 0 0 . 

The ratio of EU FDI in non ­OECD countries to source 

GDP rose constantly from 0.2 % in 1995 to 0.9 % in 

1 9 9 9 , dropping slightly to 0.8 % in 2 0 0 0 . O n e observes 

strong GDP contributions by the Netherlands between 

1996 and 1998 , and again in 2 0 0 0 . The United 

Kingdom's FDI in GDP units rose to above 1 % in 1 9 9 9 , 

led by strong flows to Other Asian countries, supple­

mented by large flows to South America and Africa in 

2 0 0 0 . The rise in the Other countries' GDP­equivalent 

FDI flows in the two last years can in large part be attrib­

uted to the high level of FDI by Spain in South America. 
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Income from FDI extra-EU: 
high returns stem from diverse sources 

Geographical distribution of EU-15 income from outward FDI (ECU/EUR billion 

Income 

Year-on-Year Growth ( %) 

Extra-EU-15 

EFTA 
Other Europe, of which: 

Candidate Countries 
Africa 
Northern America, of which: 

USA 
Canada 

Central America 
South America 
Asia, of which: 

Near & Middle East 
Other Asia, of which: 
Japan 

Oceania 

Memo Items: 
lntra-EU-15 
OECD (non-EU) 
Other OECD (non-US, non-EU) 
Other Countries 

1995 1996 1997 

and %) 

1998 

40.0 

3.5 
1.1 
N/A 
1.6 

18.9 
17.6 
1.2 
3.1 
1.5 
7.1 
0.6 
6.4 
1.0 
3.2 

24.7 
52.0 
9.7 

12.7 

47.0 

4.8 
1.1 
0.6 
1.8 

20.3 
18.8 
1.5 
3.1 
3.6 
8.6 
1.1 
7.5 
0.7 
3.7 

28.1 
58.4 
11.5 
16.7 

53.4 

5.2 
1.6 
0.7 
2.3 

27.9 
26.1 

1.8 
2.9 
2.7 
7.0 
1.2 
5.8 
1.4 
3.5 

37.5 
76.4 
12.8 
14.5 

55.6 

5.8 
2.7 
2.0 
1.7 

28.2 
26.0 
2.2 
3.2 
1.7 
8.7 
1.8 
6.9 
0.8 
3.2 

48.2 
88.7 
14.5 
15.1 

1999 

1999 

61.2 

9.2 
4.6 
3.2 
2.2 

29.0 
26.8 
2.1 
2.2 
2.3 
9.1 
1.6 
7.5 
1.2 
2.7 

71.3 
117.5 
19.4 
15.0 

10% 

58% 
68% 
59% 
27% 
3% 
3% 

-4% 
-31 % 
33% 
5% 

-13% 
10% 
47% 

-15% 

48% 
33% 
33% 
0% 

2000 

2000 

83.7 

11.7 
6.3 
4.4 
4.1 

38.3 
35.8 
2.5 
4.8 
2.7 

12.1 
2.2 
9.9 
1.5 
3.7 

97.4 
157.2 
24.0 
23.9 

37% 

27% 
37% 
39% 
89% 
32% 
33% 
15% 

113% 
16% 
33% 
42% 
3 1 % 
21 % 
37% 

37% 
34% 
24% 
59% 

Income flows from the European Union's Member States' 
FDI assets held outside the Union grew steadily from 
ECU 40 billion in total in 1995 to EUR 61.2 billion in 
1999. One notices a jump in extra-EU FDI income to 
EUR 83.7 billion in 2000 implying 37 % year-on-year 
growth. In comparison, intra-EU FDI income rose by an 
equal proportion in 2000 but progressed at roughly 
double the over-all rate from 1995 to 2000. 

The EU's single-main source of FDI income have been 
the USA. Income flows from our main partner stagnat­
ed from 1997 to 1999 but have otherwise risen con­
stantly. Thus, year after year, income from FDI assets in 
the USA has made up between 40 % and 50 % of the 
EU's total income from extra-EU FDI. Since 1996, 
income has grown continuously from FDI invested in 
North America as a whole, EFTA and the Other 
European countries (non-EU, non-EFTA). 

ECU/EUR billion 
90 
80 
70 
60 
50 
40 
30 
20 
10 

Income from extra-EU FDI 1995 to 2000 

1995 1996 

■ USA 

■ ■ 
1997 1998 1999 2000 

■ Other OECD O Other Countries 
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EU­15 income from FDI in Other OECD countries 

1995 to 2000 

ECU/EUR billion 

30 

25 

20 

15 

10 

■ 11 tttt 
1995 1996 1997 1998 1999 2000 

■ Switzerland 

□ Canada 

■ Australia 

a Others 

EU­15 income from FDI in Other Countries 

1995 to 2000 

ECU/EUR billion 

30 

25 

20 

15 

10 

ÌTiTiT 
1995 1996 1997 1998 1999 2000 

■ Other Asia * 

□ South America 

■ Central America ' 

D Olhers 

OECD members excluded: Mexico for Central America, Japan and South Korea for 

Other Asian Countries 

Amongst the Other OECD countries, Switzerland was the 

single largest source of FDI income to the EU during the 

entire period. The income flows it provided grew contin­

ually between 1995 and 2 0 0 0 , averaging an annual 

ECU/EUR 5.4 billion over the six year period. In second 

place, Australia represented constant flows of FDI 

income apart from a contraction in 1998 and 1999, 

flows averaging ECU/EUR 2.6 billion over the period. 

Income flows from FDI in Oceania as a whole fell steadi­

ly between 1996 and 1999, losing 25 % in these three 

years. But in 2 0 0 0 , they returned to levels similar to those 

seen in 1996. Third, income from Canada averaged 

ECU/EUR 1.9 billion and grew nearly continuously. The 

"Others" element was boosted in 1 998 , but especially in 

1 999 and 2 0 0 0 by income flows from Norway and from 

the three Central European OECD members and EU 

accession candidates Poland, Hungary and the Czech 

Republic. In 2 0 0 0 , Brazil (not in the OECD), Norway and 

Canada each contributed approximately EUR 2.5 billion 

whilst income from Poland, Hungary and the Czech 

Republic together amounted to EUR 2.8 bil l ion. After 

1998 , income picked up from South Korea and from 

Japan which has made up a steady 15 % of the EU's FDI 

income from Asia as a whole. 

With a visible stagnation between 1997 and 1 9 9 9 , 

income f rom Other Asian countries picked up again in 

2 0 0 0 . Together with a large "Others" element, due to 

strong FDI income from Afr ica, the Midd le East and 

Other European countries, this made for EUR 24 bi l ­

lion income flows f rom n o n ­ O E C D FDI extra­EU in 

2 0 0 0 . This EUR 9 bi l l ion rise in income f rom non­

O E C D countr ies, coupled with an equivalent increase 

in income f rom the USA and a EUR 5 bi l l ion rise in 

income f rom Other O E C D countries in large part 

explain the 3 7 % year­on­year increase in total EU FDI 

income f rom extra­EU investments in 2 0 0 0 . 

Assets, Income and Yield 

Extra­EU FDI assets (year­end) and 

FDI income (following year) 

1994 to 1999 (ie. 1995 to 2000 for flows) (ECU/EUR billion) 

Assets 

1500 

1250 

1000 

Income 

100 

1994 1995 1996 1997 1998 1999 

Asseis Income 
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With α one year time lag, aggregate income flows accru­

ing from extra­EU FDI have followed the progression in 

stocks closely. The ratio of income in a given period to 

stock at the beginning of that period appears as an indi­

cator of FDI profitability in the following chart. Over the 

1995 to 2 0 0 0 period, extra­EU outward FDI is estimated 

to have yielded a yearly average of 8 %. The rate of return 

on extra­EU FDI in fact contracted from 10 % in 1996 and 

1997 to around 7 % in 1999 and 2000 . Extra­EU FDI 

however displayed a healthy 2 % point spread over a 

benchmark European treasury bond (10­year German 

Bund) during most of the period. 

Yields: extra­EU­15 FDI compared to 10­year Bund 

1995 to 2 0 0 0 

1995 1996 1997 1998 1999 2000 

FDI yield 

Source: Eurostat and Deutsche Bundesbank 

BUND 

Conclusion 

The impressive amounts of Foreign Direct Investment 

flows witnessed in the latter half of the 1990s are a new 

phenomenon reminiscent of the boom in capital market 

flows seen in the first half of the decade. One can hypoth­

esise that both have common roots: market deregulation 

supported by a plethora of bilateral and multilateral 

investment agreements and rapid advances in technology 

which brought on the emergence of rapid and reliable 

communication networks. In 2 0 0 1 , international invest­

ment markets saw a reduction in the number of "mega 

deals" after seeing all records broken in 2000 with, for 

example, Vodafone's acquisition of Mannesmann. 

The FDI wave appears to have reached a relative peak, 

as suggested by the reduction in flows depicted between 

2 0 0 0 and 2 0 0 1 . Long­term rationalisation and develop­

ment trends are still on­going in certain industries whilst, 

in most, one may now expect there to be a stronger 

emphasis on the maintenance and fine tuning of interna­

tional investments locked­into, with the selling­off of non­

core businesses by recently formed conglomerates. 

An estimate using preliminary data points toward a fall in 

total extra­EU FDI of approximately 40 % from 2000 to 

2 0 0 1 . For their part (not depicted), EU FDI flows to Other 

OECD and to Other Countries do not follow the cyclical 

pattern shown by EU FDI flows to the USA. They in fact 

grew continually from 1995 to 2 0 0 0 , at an average 

annual rate of 52 % for EU FDI flows to Other OECD and 

37 % for EU FDI flows to Other Countries. 

Year­on­year % change in FDI flows 1995 to 2001 

200­

150 

100-

50­

­50­

1 
'95 to '96 '96 to '97 

Extra­EU­15* 

'97 to '98 '98 to '99 

■ EU­15 to USA* 

'99 to '00 

Extra­euro­zone* 

'00 to '01 

2 0 0 1 / 2 0 0 0 growth rate calculated using preliminary data excluding reinvested earnings. 

'Source ECB, Monthly Bulletin, April 2002 . No data available prior to 1997. 
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Extra­EU inward FDI: flows rise 59 % in 2000 

In brief 

• In 2000 , the EU attracted EUR 1 76 billion in FDI transactions with the rest of the world, that is 59 % more than 

in 1999. 

• The USA and Switzerland still continue to lead the extra­EU countries' group, generating 69 % and 1 0 % of extra­

EU inflows respectively. 

• For the first time in 2000 , EU inflows from Canada reached close to EUR 1 5 billion. 

• More than 60 % of EU inflows from Non­OECD countries came from a group of small countries specialised in 

Financial Intermediation. 

General evolution 

% 

2.5 

2.0 

1.5 

1.0 

0.5 

0.0 

Extra­EU inward FDI flows as % of EU GDP, 1 995­2000 

1995 1996 

D Reinvested earnings 

1997 1998 

Π Other capital 

1999 

Equity capital 

2000 

In 2000, extra­EU inward FDI flows amounted to an equiv­

alent of 2.1 % if EU GDP against 1.4 % both in 1 999 and 

1998. In absolute terms, 2000 EU FDI flows invested by 

the rest of the world in the EU jumped by 59 %, the sec­

ond highest growth rate since 1995. Thus, the stability 

observed in 1 999 (+4 %) was short­lived, and growth 

seems to confirm the evolution of FDI inflows on a higher 

trend since 1 998. Whilst extra­EU inflows tended to fluctu­

ate around EUR 40 billion up to 1 997, they more than 

doubled in 1998 (EUR 106 billion) to reach EUR 176 bil­

lion in 2000. 

At end of 2000, the EU external FDI liabilities have been 

provisionally estimated
1
'
1
 to nearly EUR 900 billion, that is 

an increase of more than 20 %. At end­1 999 the level of 

EU external FDI liabilities was established at EUR 722 bil­

lion, that is 1 8.4 % more compared to the previous year. 

Close to EUR 100 billion of inward transactions were made 

in the form of equity capital acquisitions (55 % of extra­EU 

inflows), an amount of the same order of magnitude as the 

Mergers & Acquisitions (M&A) made by foreign groups in 

the EU, according to the UNCTAD 2001 World Investment 

Report: from the latter souce, it can be seen that the top 

twelve M&As made by non­EU entities in the EU (all trans­

actions being above EUR 2 billion) represented a total 

investment in the EU estimated at EUR 73 billion (see table 

on top of next page). 

EU inward FDI transactions by major partner 

Extra­EU 

of which: 

OECD 

of which USA 

Switzerland 

Japan 

Canada 

Norway 

Australia 

New Zealand 

South Korea 

Other OECD 

Non OECD countries 

of which Financial centers* 

2000 Inward 

FDI flows 

Value 

(in million EUR) 

176 164 

161 401 

121 271 

17215 

1 386 

14 885 

6 144 

435 

­276 

­171 

513 

14 763 

8 379 

(%) 

100.0% 

91.6% 

68.8 % 

9.8 % 

0.8 % 

8.4 % 

3.5 % 

0.2 % 

­0.2 % 

­0.1 % 

0.3 % 

8.4 % 

4.8 % 

FDI liabilities, 

at end of 1999 

Value 

(in million EUR) 

722 806 

638 820 

439 928 

116 369 

34 009 

18013 

15 153 

9 534 

1 695 

1 292 

2 828 

83 986 

54 556 

(%) 

100.0% 

88.4 % 

60.9 % 

16.1 % 

4.7 % 

2.5 % 

2.1 % 

1.3% 

0.2 % 

0.2 % 

0.4 % 

11.6% 

7.5 % 

FDI liabilities, 

at end of 1 995 

Value 

(in million ECU) 

366 873 

320 733 

188 310 

72 352 

28 160 

11 133 

8 036 

9 879 

1 657 

1 514 

­309 

46 140 

19 504 

(%) 

100.0% 

87.4 % 

51.3 % 

19.7% 

7.7 % 

3.0 % 

2.2 % 

2.7 % 

0.5 % 

0.4 % 

­0.1 % 

12.6% 

5.3 % 

'See def ini t ion in this chapter 

ID The sum of EU FDI liabilities at end of 1 999 and the 2000 extra­EU inflows (see figures in table above). 
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Breakdown by main partners 

Main Acquisitions in the EU by foreign companies in 2000 

Acquiring company 

Zurich Allied AG 

NTL Inc 

America Online Inc 

Chase Manhattan Corp, NY 

NTT Mobile Comm. Network Inc 

Corning Inc 

Investor Group 

Ford Motor Co 

General Motors Corp 

Salomon Smith Barney Holdings 

Cisco Systems Inc 

Telenor AS 

TOTAL 

Total USA 

From 

Switzerland 

USA 

USA 

USA 

Japan 

USA 

USA 

USA 

USA 

USA 

USA 

Norway 

Extra­EU 

USA 

Acquired company 

Allied Zurich PLC 

CWC ConsumerCo 

AOL Europe, AOL Australia 

Robert Fleming Holdings 

KPN Mobile (KPN Telecom NV) 

Pirelli SpA­Optical components 

Deutche Telekom AG­North 

Land Rover (BMW) 

Fiat Auto SpA 

Schroders­Worldwide Investment 

Pirelli­Fibre Optic Operations 

Sonofon 

From 

United Kingdom 

United Kingdom 

Germany 

United Kingdom 

Netherlands 

Italy 

Germany 

United Kingdom 

Italy 

United Kingdom 

Italy 

Denmark 

EU 

EU 

EUR billion 

21.0 

11.9 

9.0 

8.4 

3.9 

3.9 

3.0 

2.9 

2.6 

2.4 

2.3 

2.1 

73.4 

46.4 

Source: UNCTAD, "World Investment Report 2 0 0 1 " 

OECD Partners 

USA investors have been more active than others, having 

generated 68.8 % of total extra­EU inflows. But their con­

tributions have been slightly reduced compared to 1999 

when they accounted for more than three quarters of total 

extra­EU inward flows. 

USA companies are strongly present in the EU and the 

USA's relative importance has strengthened in recent 

years. As can be seen from the position data, 51.3 % of 

EU liabilities with the rest of the world were contracted 

towards USA groups in 1995. At end­1999, US assets 

held in the EU represented 60.9 % of total EU external FDI 

liabilities, 10 percentage points more than in 1995. 

The major role played by US companies is also confirmed 

by the UNCTAD 2001 report: nine of the top twelve M&As 

made in the EU by foreign groups involved a direct 

investor from the USA (see table at top of the page), and 

this country accounted for 63 % of mergers and acquisi­

tions above 1 billion dollar realised in the Union by foreign 

countries. As can be seen from the latter source, the 

largest US direct investors in the EU invested mainly in the 

information and telecommunication industry and also in 

that of financial intermediation. 

Behind the USA, Switzerland also maintained its second 

position, with a contribution to extra­EU inflows estimated 

at 9.8 % in 2000 . Both FDI transactions and positions 

data confirm Swiss investors as being the second most 

important actors within the Union. At the end of 1995, 

Swiss FDI assets located in the EU accounted for 1 9.7 % 

of EU external liabilities. Despite a slight decrease in this 

ratio at the end of 1 999 (16.1 %, ­3.6 percentage points), 

the level of EU liabilities owned by Switzerland still 

remained at a very high level (EUR 116 billion at end 

1999). 

Non OECD 

countries 

12% 

Foreign­held assets in the EU 

by major partner, end of 1999 

Other OECD 

countries 1 % 

Australia 

1 % 

Norway 

Switzerland 

Foreign­held assets in the EU 

by major partner, end of 1995 

Non OECD ^ A 

countries 1 3 % 

Other OECD ^ ­ ^ / 
countries 1 % Australia 

3% / 

Norway 

2 % 

~Æ 

Canada 

3% 

■ 
ψ 

'Japan 

8% 

f 
Switzerlan 

d 20 % 
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Still in 2000, α third important actor was Canada, whose 

companies invested nearly EUR 15 billion in the EU, com­

pared to EUR 1.1 billion in 1999 and EUR 9.7 billion in 

1998. Canada contributed to 8.4 % of the total extra­EU 

inflows and, for the first time in 2000, EU inward direct 

investment flows from Canada reached EUR 15 billion. 

In a similar way, EU inflows from Norway strongly 

increased in 2000, rising from EUR 0.9 billion to EUR 6.1 

billion in one year, putting this country ¡n the top four list 

of major actors on the EU market. All together the USA, 

Switzerland, Canada and Norway accounted for more 

than 90 % of the extra­EU inward transactions. 

On the other hand the influence of Japanese investors is 

becoming relatively narrower, as Japan's contribution to 

extra­EU inflows was smaller in 2000 (0.8 %). In 1995, 

the stock of Japanese assets held in the EU represented 

7.7 % of EU external FDI liabilities. This ratio went down 

to 4.7 % at end 1 999, and might continue its descending 

trend in 2000. In fact, Japanese companies disinvested in 

1999 (EUR ­3.2 billion), and this disinvestment has not yet 

been compensated. 

The remaining OECD countries made a lesser contribu­

tion to the foreign capital invested directly in the Union. A 

drop in direct investment transactions from Australia has 

been obsen/ed for the second time since 1 995 (­39 % in 

2000, ­57 % in 1999), which led to a significant reduc­

tion of Australian FDI capital invested in the EU. New 

Zealand companies have continued disinvesting since 

1998, and, for the first time since 1 995, the EU recorded 

a disinvestment of FDI capital by South Korean direct 

investors. 

As for OECD Candidate countries, their presence on the 

EU market remained marginal, each of them having 

invested less than EUR 200 million in 2000. Turkey's FDI 

assets in the Union were close to EUR 1 billion in 1999. 

Among Candidates Countries, Turkey was by far the 

largest foreign direct investor in the EU followed by Poland 

(EUR 500 million at end of 1999). 

Non­OECD area: The role played by Financial centers 

In 2000, the total amount invested in the Union by non­

OECD countries was established at EUR 14.8 billion, 

that is 8.4 % of total extra­EU inflows. This indicates a 

slight reduction in these countries' relative importance as 

the level of their FDI assets accounted for 1 1.6 % of total 

foreign assets held in the EU in 1999, and 12.6 % in 

1995. 

65 % of the total EU FDI liabilities towards non­OECD 

countries come from a number of small countries spe­

cialising in Financial Intermediation. This group invested 

EUR 8.4 billion in the Union, that is 4.8 % of the total 

2000 extra­EU inflows. Total assets held by companies 

located in financial centers, at end­1999, were close to 

EUR 55 billion. 

The group of countries considered here includes: 

• European Financial (non­EU) centers, mainly 

Liechtenstein, Guernsey, Jersey, the Isle of Man, the 

Faroe Islands, Andorra and Gibraltar. 

• Caribbean islands such as Bermuda, the Bahamas, 

the Cayman Islands, the Virgin Islands. 

• Financial centers from Asia are represented by 

Singapore, Hong­Kong and Taïwan. 

Both flows and stocks figures point out that financial 

centers from Central America are the main EU FDI part­

ners, followed by those located in Europe. Asian finan­

cial centers disinvested from the EU market in 2000 

(EUR ­653 million). In fact, a big disinvestment from the 

EU market occurred with Hong­Kong (EUR ­3.7 billion), 

which was partially offset by the FDI inflows from 

Singapore (EUR +2.3 billion). 

Extra­EU inward FDI from Financial centers and other Non­OECD countries (value in EUR million) 

Non­OECD countries 

of which 

European financial centers 

Central American financial centers 

Asian financial centers 

of which 

Singapore 

Hong­Kong 

Other Non­OECD countries 

2000 Inward 

FDI flows 

Value 

14 763 

1 199 

7 833 

­653 

2 329 

­3 682 

6 383 

% 

100.0% 

8.1 % 

53.1 % 

­4.4 % 

15.8% 

­24.9 % 

43.2 % 

FDI liabilities, 

at end­1999 

Value 

83 986 

19816 

27 610 

7130 

4 243 

2 547 

29 430 

% 

100.0% 

23.6 % 

32.9 % 

8.5 % 

5.1 % 

3.0 % 

35.0 % 
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The main countries investing in the EU 

(Value at end 1999, EUR billion 

United States (440) 

Switzerland (1 1 ó) 

Japan (34) 

Canada (18) 

Norway (15) 

Australia (9.5) 

Singapore (4.2) 

Gulf Arabian countries (4) 

Liechtenstein (3.7) 

Hong Kong (2.5) 

South Africa (1.9) 

Brazil (1.9) 

Russia (1.7) 

New Zealand (1.7) 

Iran (1.3) 

South Korea (1.3) 

Israel (1.2) 

Turkey (1) 

Mexico (0.9) 

Argentina (0.8) 

Morocco (0.6) 

China (0.5) 

Venezuela (0.5) 

Poland (0.5) 

Malaysia (0.4) 

Growth rate of foreign assets held in the EU Top 25 investors 

110 % 

1998 " 1 9 9 9 ■ 2000* 

' 2000 flows as a percentoge of 1999 liabilities. 

The graph above summarises the recent evolution of EU FDI liabilities towards the various partners ranked according 

to the value of their end-1 999 assets. 
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Structural evolution of FDI capital 

FDI capital invested in the EU, structural evolution by type of component 

% 
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Equity capital 
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■ Other capital 

1998 1999 2000 

Reinvested earnings 

Despite slight fluctuations over time, the make up of 

capital inflows was still dominated by equity participa­

tions. In 2000, equity capital acquisitions accounted for 

55 % of extra­EU inflows, transactions in the form of 

"inter­company" loans having generated one third of the 

same inflows and the remaining 14 % corresponding to 

reinvestment of profits by foreign groups into their EU 

affiliates. Apart from 1 995 when a high of 70 % was 

recorded, equity capital acquisitions fluctuated between 

a half and two thirds of the total FDI inflows. The rein­

vested earnings component showed narrow oscillations 

between 11 % and 14 %, except in 1 997 where a jump 

to 20 % was observed. 

The analysis by partner countries shows, at end 1999, 

an approximately similar ratio "two third/one third" for 

the two biggest EU foreign partners (USA, Switzerland), 

and Canada. For other OECD partners, the share of for­

eign­held equity capital assets in EU external liabilities is 

higher, around 80 % for Norway, 90 % for Japan and 

Australia, and close to unity (99 %) for New Zealand. 

The main deviation in the other direction is instead to be 

found in the group of Financial centers, where fhe rela­

tive weight of debt financing is as high as 50 % of total 

liabilities. 

Capital structure ( %) of EU FDI liabilities by main investors 

at end­1999 

Extra­EU 

of which 

OECD 

of which 

USA 

Switzerland 

Japan 

Canada 

Norway 

Australia 

New Zealand 

South Korea 

Other OECD 

Non­OECD countries 

of which 

Financial centers 

Equity + RIE 

68% 

(1995:74%) 

69% 

68% 

62% 

87% 

67% 

79% 

93% 

99% 

6 1 % 

75% 

61 % 

50% 

Other 

32% 

(1995:26%) 

31 % 

32% 

38% 

13% 

33% 

21 % 

7% 

1 % 

39% 

25% 

39% 

50% 
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