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Strong growth in FDI among 
EU Member States 

First results FDI 1999 

Paolo Passerini 

Foreign direct investment (FDI) statistics give information on one of the major 
aspects of globalisation. Unlike traditional cross border trade in goods and 
services, FDI (for definition see page 3) reflects the objectives of establishing 
a more strategic and long term engagement in a particular market. Eurostat 
maintains an FDI database which contains harmonised and thus comparable 
data on inward and outward FDI positions, flows and income for the European 
Union, its Member States and major FDI partners. This article presents 
preliminary estimates of EU FDI flows for 1999 as well as revised data for 
1998. 

The year 1999 was another one of strong growth for EU's FDI accounts. At 
close to 500 bn. ECU, total outflows rose more than 40% in 1999. Direct 
investments into the European Union also progressed considerably reaching 
nearly 300 bn. ECU (with a growth of 27%), resulting in an EU net capital 
outflow of more than 200 bn. ECU, an absolute record level. 

Intra-EU FDI are growing faster than Extra-EU FDI. 

Total EU15 FDI outflows by major 
partner (bn ECU) 

Total ELM 5 FDI inflows by major 
partner (bn. ECU) 
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As shown in the figures above, an important characteristic of this development 

is that it was the intra-EU flows among the 15 Members States which pulled 

the weights. This phenomenon was particularly outspoken in the in-going 

investments. Due to a 7% drop in inflows from Extra-EU countries combined 

with a 80% growth in Intra-EU flows, about two thirds of all inflows in 1999 

came from the 15 Member States, a trend that was even more pronounced for 

the 11 countries of the Euro-zone (see figure below for 1995-98). 

As for outward flows, Extra-EU flows grew by 16% compared to the 80% 

increase in Intra-EU flows, thereby also switching focus towards the 15 EU 

markets. 

The 11 countries in the Euro-zone appear (at least in terms of outward flows) 

to be relatively more focused on markets within the Union compared to EU 15 

as a whole (see figure below). 
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FDI continuously most important in Northern EU Member States 

The United Kingdom, France, and Germany made-up the main contributors of total EU outward flows in 1999. 

France and the United Kingdom increased their share in total outflows compared to previous years, while Germany 

and the Netherlands contributed less to overall outflows in 1999 compared to the years before. 

As regards inward flows, particularly high FDI was made in Sweden and Ireland during 1999, but investments into 

the German market also rose significantly. On the other hand, the share in total inflows for France and the 

Netherlands fell during the course of last year. 
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The 1999 figures reflect the fact that FDI inflows have had different economic importance throughout the Union. 

Countries where FDI inflows appear to have had the highest economic weight includes the BENELUX countries, 

Sweden, United Kingdom and Ireland, while especially ingoing direct investments appear to have less economic 

momentum in countries such as Italy and Germany. 

For almost all Member States (major exception being Finland) the importance of direct investments grew 

significantly during recent years. In 1999 the ratio "FDI outflows to GDP" reached 12% in the UK and in the 

Netherlands and 8% in France. The figure below highlights the size of the 1999-inflows to Sweden and Ireland. 
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Table: Outward and 

1999 
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inward FDI flows 1998-99, breakdown by major source and destination (equity and other capital, mio. 
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98 
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62 

27 
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Outward flows to 
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3 489 

10 787 
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EU15 aggregate includes estimations for Greece for 1998-99 and partly France and Ireland in 1999 

> ESSENTIAL INFORMATION - METHODOLOGICAL NOTES 

Foreign direct investment (FDI) is the category of international investment that reflects the objective of obtaining 
a lasting interest by a resident entity in one economy in an enterprise resident in another economy. The lasting 
interest implies the existence of a long-term relationship between the direct investor and the enterprise, and a 
significant degree of influence by the investor on the management of the enterprise. Formally defined, a direct 
investment enterprise is an unincorporated or incorporated enterprise in which a direct investor owns 10% or more 
of the ordinary shares or voting power (for an incorporated enterprise) or the equivalent (for an unincorporated 
enterprise). 
FDI flows and positions: Through direct investment flows, an investor builds up a foreign direct investment 
position that features on his balance sheet. This FDI position (sometimes called FDI stock) differs from the 
accumulated flows because of revaluation (changes in prices or exchange rates, and other adjustments like 
rescheduling or cancellation of loans, debt forgiveness or debt-equity swaps). 
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Further information: 
> Reference publications 

Title European Union Direct Investment Yearbook 1999 

Catalogue No CA-26-99-425-EN-C Price EUR 30 
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