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The acceleration of globalisation in recent years has brought a characteristic
strong rise in Foreign Direct Investments (FDI) among the world’s main
TERRFETARARSARGARRE Y economic actors. For the European Union this trend was especially strong
during the second half of the nineties. The efforts to complete the internal

ECONOMY AND market and the recent establishment of the European Monetary Union have

FINANCE undoubtedly been important forces behind this evolution. This article presents
first preliminary estimates of EU FDI flows for 2000 as well as revised data for
1999.

THEME 2 - 20/2001

Intra-EU FDI still growing faster than extra-EU FDI

BALANCE OF PAYMENTS Preceded by several years of a significant rise in EU FDI accounts, 2000 was
- ! another strong year for foreign direct investments in the European Union.

1 Helped by favourable economic environment in the world economy, FDI flows

C o nte n ts to extra-EU partners remained very strong in 2000. Incoming FDI from extra-

EU partners grew by about 27% between 1999 and 2000, bringing the recent

Intra-EU FDI still growing faster years’ increase in EU’s FDI net outflows to a halt. Most significant, however,
than extra-EU FDI ...................... 1 was the change in intra-EU FDI* which rose by nearly 50% during that period.

Significant differences in the
EU Member States’ investment
climate....cccccccciiiiiimemeiciiie e 2
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Figures indicate a characteristic boom in FDI among EU Member States
(intra-EU) at the start of the European Monetary Union in 1999 after several
years where intra-flows were at the level of out- and inflows with extra-EU
partners.

A further look at the trends in EU FDI flows combined with comparable figures

* % _/ from the United States, shows that the US market was the main focus of

) /- a‘Wﬁ international direct investors in recent years. FDI flows with Japan remained
i eurostat s insignificant in 2000 after 1999 flows were downgraded®.
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21999 inflows from Japan changed from EUR 3.224 bn to EUR —2.573 bn due to a revision in
the UK data.




EU-15 United States

Share of Share of Share of Share of
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extra-EU  extra-EU | outward % inward %

outward % inward %

1995 53.8 65.3 57.5 61.4
1996 36.4 62.8 52.6 60.2
1997 41.7 52.9 60.5 60.0
1998 61.6 55.4 61.8 82.1
1999 63.9 75.9 41.6 84.5
2000 48.4 78.2 56.2 70.8
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* Excluding re-invested earnings
** Source (FDI) United States: Bureau of economic analysis

The comparison with data for the United States reveals
that, in terms of GDP, FDI inflows to the US market
clearly exceeded FDI inflows to the EU markets during
the second half of the nineties. Moreover, a large part
of these FDI flows to the US market were made by
investors from the EU although this share decreased
between 1999 and 2000.

The breakdown of flows by extra- or intra-EU origin
shows that especially the ingoing FDI were typically
made by investors from inside the European Union. In
2000 about 80% of all inflows originated from one of
the 15 EU Member States.
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* Excluding re-invested earnings

Significant differences in the EU Member States’ investment climate

The 2000 FDI figures confirm the fact that direct
investments are still being unequally distributed within
the European Union. They also points to the fact that
significant differences in the investment climates might
exist among EU Member States. During recent years
ingoing FDI have been economically most important in
some small Member States, such as
Belgium/Luxembourg, The Netherlands and Ireland.
Sweden also recorded FDI inflows in terms of GDP
well above the EU-15 average between 1995 and
2000.

Excluding a nearly EUR 200 bn investment in
Germany in 2000 from another EU Member State,

direct investments in the EU’s largest economy still
appear subdued. Germany primarily receives its
investments from other EU Member States. Despite
the inflows doubling in the last two years, direct
investors very much continued to pass-by the Italian
market where inflows in recent years only reached a
fraction of the average EU level.

The exceptionally high outward and inward flows for
Belgium/Luxembourg might partly be the result of
mergers and acquisitions involving holding companies
located in Belgium. Moreover, incoming FDI to the four
largest EU economies were relatively lower than in the
EU as a whole during the period.

FDI inflows* as a percentage of GDP
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*Sum of extra- and intra flows, excluding re-invested earnings
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Table: EU FDI flows (excluding re-invested earnings) 1999-2000, by major source and destination, EUR Mio

Year: 2000 Outward flows to Inward flows from

World EU Non-EU  USA Japan Canada World EU Non-EU | USA Japan Canada
EU-15 771677 462992 304355 147317 4569 33033 620495 489247 125053 97 836 101 2584
BELGIUM/LUX 90063 63191 26861 15595  -688 434 = 94570 74321 18409 9654  -149 160
DENMARK 10156 3515 2321 2683 54 174 17078 10236 2522 2630 13 13
GERMANY 47205 3339 43866 26 804 529 165 195590 193056 2533  -990 786 261
GREECE -147 267
SPAIN 58302 22631 35671 7366 31 -9 39742 27033 12708 11034 55 18
FRANCE 186 843 41 422
IRELAND 1226 -1584 2810 12071 458 11613
ITALY 13410 8985 4424 1870 10 57 | 14520 10346 4181 2233 83 294
NETHERLANDS 71326 28520 42807 34845 216 954 = 54205 31716 22466 14935 4328 155
AUSTRIA 3481 993 2488 307 -2 10 9508 8867 641 335 28 12
PORTUGAL 5526 400 5117 371 0 -2 4070 3909 155 45 2 195
FINLAND 23427 13277 10150 5045 0 80 7228 6928 300 0 0 0
SWEDEN 34382 22648 11734 3883 201 94 19128 9842 9286 3178 1084 31
UNITED KINGDOM | 226477| 181130 45347| 18001 1713] 4314| | 111087| 74416 36671 41929| -6355 1190
Year: 1999 Outward flows to Inward flows from

World EU Non-EU  USA Japan Canada World EU Non-EU | USA Japan Canada
EU-15 605082 329321 272693 174375 10956 2181 404262 307166 98198 74600 -2573 1657
BELGIUM/LUX 114798 107497 7309 -1054 152 359 112347 96851 19600 4044 27 111
DENMARK 11741 6819 1842 2367 0 27 | 10705 7357 390 2313 27 0
GERMANY 97557 59057 38500 27229 3168 1218 57007 43348 13658 9407 661 12
GREECE -6 12
SPAIN 39500 10983 28517 1299 18 221 14791 7550 7240 6624 -63 23
FRANCE 94 817 32112
IRELAND 3226 646 2580 10470 3248 7222
ITALY 6361 3563 2800 843 24 47 6505 4310 2208 1103 234 14
NETHERLANDS 53870 30401 23471 15365 -2 142 35010 22746 12209 10154 126 134
AUSTRIA 2433 896 1536 172 1 21 1380 795 585 189 27 92
PORTUGAL 2602 -1799 4401 37 0 13 25 -129 104 116 8 19
FINLAND 4591 2697 1894 1126 21 79 3242 3137 105 -547 12 -6
SWEDEN 12749 6523 6226 3079 -6 -127 = 53453 47857 5596 5736  -145 681
UNITED KINGDOM | 160843 46258 114585| 96377] 2520  284| | 67253 42838 24415 27881 -3618 481

EU-15 aggregate includes partly estimates for Greece and Ireland. Missing data for France are not publishable.

> 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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