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VWDWLVWLFV��(XURVWDW�PDLQWDLQV�D�)',�GDWDEDVH�WKDW�FRPSULVHV�KDUPRQLVHG�DQG
WKXV� FRPSDUDEOH� GDWD� RQ� LQZDUG� DQG� RXWZDUG� )',� IORZV�� LQFRPH� DQG
SRVLWLRQV�� ,W� JLYHV� WKH� JHRJUDSKLFDO� EUHDNGRZQ� RI� )',� DQG� LW� DOVR� SURYLGHV
XVHUV� ZLWK� GHWDLOHG� GDWD� E\� VHFWRU� RI� DFWLYLW\�� 'DWD� RQ� )',� LQFRPH� SURYLGH
DGGLWLRQDO� LQIRUPDWLRQ� RQ� WKH� UHFHLSWV� DQG� SD\PHQWV� RQ� )',� DVVHWV� DQG
OLDELOLWLHV�� /LQNHG� WR� )',� SRVLWLRQV�� WKH\� FDQ� DOVR� JLYH� LQIRUPDWLRQ� RQ� WKH
SURILWDELOLW\� RI� WKH� LQYHVWPHQWV�� 8QIRUWXQDWHO\�� D� WKRURXJK� DQG� FRPSOHWH
DQDO\VLV� LV� QRW� SRVVLEOH�� EHFDXVH� WKH� GDWD� FRYHUDJH� RQ� )',� LQFRPH� LV� RQO\
SDUWLDO�

In 1997 the EU received an income on Foreign Direct Investment (FDI)
directed abroad worth ECU 57 bn, 20% more than the previous year. At the
same time, extra EU investors collected income for ECU 33 bn. It hence
resulted a net inflow of about ECU 24 bn.

7DEOH��D��,QFRPH�RQ�2XWZDUG�(8�)',��PLR�(&8�

,QFRPH�RQ�2XWZDUG�)',

1994 1995 1996 1997

EU Total * : 64 592 75 096 91 340

EU (Extra EU) : 38 834 47 000 56 515

Germany 5 941 7 057 11 425 :

Netherlands 8 686 10 659 11 225 16 137

Austria : 9 543 733

Portugal : : 255 -65

Finland : 666 846 1 756

United Kingdom 27 493 28 830 33 790 41 550

USA 57 996 66 778 73 711 91 612

Japan : 7 051 11 490 14 190
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,QFRPH�RQ�,QZDUG�)',

1994 1995 1996 1997

EU Total * : 50 842 56 619 67 116

EU (Extra EU) : 28 822 30 666 32 892

Germany 5 914 4 875 3 524 :

Netherlands 5 388 4 937 7 763 8 655

Austria : 1 615 1 433 1 733

Portugal : : 813 802

Finland : 778 911 1 168

United Kingdom 11 826 14 763 18 344 19 009

USA 17 553 23 647 23 947 37 137

Japan : 1 945 2 834 3 508
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What was the importance of these income flows in the
EU economies as compared to other big economies?
How were they distributed among countries and
activities? What was the profitability of capital invested
abroad? To answer all these questions, we have first
compared FDI income with total profits in the reference
economies in order to give an order of magnitude to the
observed variable. Then the FDI rate of return (defined
as the ratio of the FDI income to FDI stock) is analysed,

broken down both by partner country and by sector. It is
worthwhile remarking that some difficulties have been
found, because of the lack of a complete set of data
concerning FDI income. In fact, the available data are
not as detailed as, for instance, data on FDI flow and
position. Nevertheless, the existing data allow
representing a sufficiently complete picture for the
EU 15� and for a certain number of Member States.

7KH�LPSDFW�RI�)',�LQFRPH�RQ�(8�(FRQRPLHV��WKH�+LJKHVW�LQ�WKH�8.�DQG�WKH�1HWKHUODQGV

In 1996, about 2% of the net operating surplus accrued
to extra-EU foreign direct investors, showing a situation
virtually identical to that recorded in the USA. However,
whereas the USA income from FDI abroad represented
almost 6% of domestic profits, in the EU this ratio stood

at less than 3%. Japan recorded about 2% on the
outward side, while the share of foreign capital income
on profits produced in Japan was very low, reflecting its
impenetrability for foreign investors.

)LJXUH��

Among the EU Member States, those with the highest
ratio of FDI income to net operating are the United
Kingdom and the Netherlands, both on the inward and
on the outward side. The importance of FDI in these
economies is confirmed by the ratio of capital flows to
gross domestic product (GDP) and by their share in the
total EU flows. In the UK, the ratio of both the inflow and
the outflow to GDP (respectively, 2.7% and 3.9%) is
about one percentage point above the EU average in
1997. At the same time, in 1997 the UK generated more
than a fifth of the total EU outflow, and received about
the same share of the inflow, in both cases the largest
share among the Member States. A similar picture can
be drawn for the Netherlands, where in 1997 the outflow
was 7.2% of GDP and more than a tenth of the total EU

outflow, while the inflow was 3.2% of GDP and slightly
less than a tenth of the total.
FDI has a more moderate impact on all the other
countries for which data are available, although some of
them generate high shares of total EU flows. For
instance, in Germany both the ratio of FDI income to the
net operating surplus and the ratio of FDI flows to GDP
is somewhat below the EU average. Finnish data show
a different picture. The ratio of income to net operating
surplus is higher than the EU average, and at the same
time Finland has a low share in the total flows and a low
ratio of flows to GDP (at least on the inward side). This
is probably due to the greater than average yield of
Finnish FDI, which generated quite high income.

��(8����DJJUHJDWHV�LQFOXGH�DOO�WKH�DYDLODEOH�GDWD�IURP�WKH�0HPEHU�6WDWHV�DQG�HVWLPDWHV�IRU�WKH�PLVVLQJ�RQHV�
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5HWXUQ�RQ�,QFRPH��([WUD�(8�)',�DUH�WKH�0RVW�3URILWDEOH
A good indicator of FDI yield is the ratio of income to
FDI stock�, or rate of return. Tables 2.a-2.c show the
rate of return of EU FDI. In the tables both the return of
FDI directed to (or coming from) the rest of the world,
which include the intra-EU investments, and the return
of FDI directed to (or coming from) extra-EU countries
are shown. In general, the latter show a higher return.
The two European economies where FDI has greater
impact, the United Kingdom and the Netherlands, are
also the ones that show a higher return than the EU
average (both on the outward and on the inward side).
On the other hand, Germany records low rates of return,
although its shares in both EU FDI assets and liabilities
are noticeable (in 1997 19% and 15%, respectively on

the assets and on the liabilities side). Finally the good
performance of investments directed to Austria and
Finland is remarkable. These steadily show a rate of
return higher than the EU average. The intra-EU FDI
shows a lower return, in general, than the extra-EU
ones. The difference falls on average within the range of
four percentage points, with the exception of Dutch and
Portuguese outward FDI, where it is even larger. On the
other hand, British inward FDI coming from the EU and
Finish outward FDI directed to the EU show an opposite
trend: in fact, they recorded a higher return than the
corresponding FDI coming from (or directed to) non EU
countries.

)LJXUH��

)LJXUH��
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7DEOH��D��5DWH�RI�5HWXUQ�RQ�(8�)',��,QFOXGHV�ERWK�([WUD�(8�DQG�,QWUD�(8�)',�

2XWZDUG�)', ,QZDUG�)',

1995 1996 1997 1998 1995 1996 1997 1998

EU 7.1% 7.7% 8.0% : 6.5% 6.6% 6.9% :

Germany 4.1% 5.8% : : 3.7% 2.4% : :

Netherlands 8.7% 8.2% 9.9% : 5.8% 8.2% 8.3% :

Austria 0.1% 6.1% 7.4% 7.0% 14.9% 10.7% 12.1% 12.9%

Portugal : 9.0% -2.4% 1.7% : 5.9% 5.3% 4.9%

Finland 6.5% 7.4% 12.5% 10.9% 14.2% 14.1% 16.6% 19.4%

United Kingdom 12.9% 14.6% 15.7% 14.0% 9.6% 12.1% 10.4% 8.3%

USA 13.4% 13.9% 14.4% 10.3% 6.1% 5.9% 7.8% 5.4%

Japan : : 6.9% 4.5% : : 14.7% 9.1%

7DEOH��E��([WUD�(8�)',

2XWZDUG�)', ,QZDUG�)',

1995 1996 1997 1998 1995 1996 1997 1998

EU 8.7% 10.0% 10.4% : 8.4% 8.4% 7.8% :

Germany 4.1% 6.1% : : 6.4% 3.1% : :

Netherlands 11.6% 11.4% 14.0% : 6.7% 10.8% 8.4% :

Austria 1.8% 7.0% 8.5% 7.7% 11.9% 11.1% 17.2% 19.2%

Portugal : 17.0% 2.0% 1.8% : 8.6% 6.3% 6.9%

Finland -4.3% 3.5% 11.6% 5.3% 10.9% 14.9% 18.5% 13.2%

United Kingdom 13.8% 15.9% 18.6% 17.4% 8.8% 11.3% 9.3% 7.5%

USA 14.8% 15.1% 15.6% 9.3% 4.5% 3.4% 6.1% 4.0%

Japan : : 7.5% 5.2% : : 13.6% 8.8%

7DEOH��F��,QWUD�(8�)',

2XWZDUG�)', ,QZDUG�)',

1995 1996 1997 1998 1995 1996 1997 1998

EU 5.6% 5.5% 5.8% : 5.0% 5.3% 6.2% :

Germany 4.0% 5.6% : : 1.2% 1.7% : :

Netherlands 5.6% 4.7% 5.4% : 5.1% 5.9% 8.1% :

Austria -2.5% 4.9% 4.5% 4.8% 16.4% 10.1% 10.1% 10.8%

Portugal : 3.3% -5.5% 1.5% : 5.2% 5.1% 4.4%

Finland 12.2% 9.1% 12.8% 13.5% 16.3% 13.8% 15.9% 21.8%

United Kingdom 11.1% 12.2% 12.0% 9.5% 11.1% 13.5% 12.8% 9.9%

USA 13.1% 13.1% 13.4% 11.5% 7.2% 7.8% 9.2% 6.5%

Japan : : 3.7% 1.7% : : 18.2% 9.8%
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7RS����3DUWQHUV��+RQJ�.RQJ�5DQNV�)LUVW

In figure 4 the returns on FDI directed from the EU into
the top 10 partner countries�(ranked by size of EU FDI
stocks invested there) are shown. It is worthwhile
remarking that almost three quarters of the total EU FDI
is made in these countries. In term of profitability, Hong
Kong maintains the leading position in 1997 although its
performance shrank significantly as compared to the
two previous years. Japan, Canada and Switzerland

recorded a rate of return that is steadily below the
average. The other countries showed an alternating
pattern: the US have a performance below the average
in 1995 and 1996, while they beat the average in 1997.
The others showed exactly the opposite behaviour,
except Singapore that has good performances in 1997
and especially in 1996, but remains below the average
in 1995.

)LJXUH��

,QZDUG�)',�%URNHQ�GRZQ�E\�$FWLYLW\��0DQXIDFWXULQJ�5HFRUGV�+LJK�<LHOGV

Table 3 shows the returns on FDI directed into the
reporting economies, broken down by activity, for the
countries where data are available. 1996 was chosen as
reference year. In all the reporting economies FDI in
manufacturing record a higher than average return, and
in particular the chemical industry proved to be highly
profitable. Utilities (Electricity, Gas and Water) and
Transports and Communications (includes
Telecommunications) show more diversity. Returns on
utilities range from a top value of 17% in the
Netherlands (+17%) to a loss of 10% in Germany.

Transports and Communication returns range between
the value recorded in Germany (+12%) and the Finnish
one (-9%). A similar pattern can be established in the
Financial Intermediation sector. The latter records
positive income in all reporting economies, however.
While in the United Kingdom and in Finland this sector
records very high returns (16% and 26%, respectively),
in the other countries it stays below the average, except
in Germany where it exceeds the average by one
percentage point.

��7KH������UDQNLQJ�KDV�EHHQ�FKRVHQ�DV�D�UHIHUHQFH��EXW�LW�PXVW�EH�UHPDUNHG�WKDW�WKH�OLVW�RI�WKH�WRS����SDUWQHUV�GRHV�QRW�FKDQJH
LQ�WKH�\HDUV�VKRZQ��7KH�UDQNLQJ�XQGHUJRHV�PLQRU�FKDQJHV��-DSDQ�DQG�6LQJDSRUH�VZDS�WKHLU�SRVLWLRQV�LQ������DQG�%UD]LO�WDNHV
WKH�IRXUWK�SODFH�LQVWHDG�RI�&DQDGD�LQ������DQG������

5HWXUQ�RI�(8�)',�LQ�WKH�7RS����3DUWQHUV
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7DEOH����5HWXUQ�*HQHUDWHG�E\�)',�LQ�(8�&RXQWULHV�LQ������±�6HOHFWHG�$FWLYLWLHV

*HUPDQ\ 1HWKHUODQGV 3RUWXJDO 8. )LQODQG 86$

Manufacturing 5.6% 11.6% 5.9% 9.5% 15.4% 7.6%

3HWUROHXP��&KHPLFDOV�DQG�5XEEHU 8.9% 14.6% 17.9% 16.4% 16.6% 8.9%

0HWDO�DQG�0HFKDQLFDO�SURGXFWV 3.5% -2.1% 3.9% 15.4% 9.8% 8.3%

Electricity, Gas and Water -9.8% 16.7% 1.2% 7.1% - 5.7%

Transport, Communication 12.2% -6.1% 0.0% -0.7% -9.1% -

Financial Intermediation 3.4% 7.1% 5.7% 16.0% 26.3% -

Real Estate & Business Act 4.5% 3.4% 9.4% 10.2% 8.4% 0.0%

7RWDO ���� ���� ���� ����� ����� ����

½ �(66(17,$/�,1)250$7,21�±�0(7+2'2/2*,&$/�127(6
l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l l

)RUHLJQ�GLUHFW� LQYHVWPHQW��)',�� LV� WKH�FDWHJRU\�RI� LQWHUQDWLRQDO� LQYHVWPHQW� WKDW� UHIOHFWV� WKH�REMHFWLYH�RI�REWDLQLQJ�D� ODVWLQJ� LQWHUHVW�E\�D
UHVLGHQW� HQWLW\� LQ� RQH� HFRQRP\� LQ� DQ� HQWHUSULVH� UHVLGHQW� LQ� DQRWKHU� HFRQRP\�� 7KH� ODVWLQJ� LQWHUHVW� LPSOLHV� WKH� H[LVWHQFH� RI� D� ORQJ�WHUP
UHODWLRQVKLS�EHWZHHQ�WKH�GLUHFW�LQYHVWRU�DQG�WKH�HQWHUSULVH��DQG�D�VLJQLILFDQW�GHJUHH�RI�LQIOXHQFH�E\�WKH�LQYHVWRU�RQ�WKH�PDQDJHPHQW�RI�WKH
HQWHUSULVH��)RUPDOO\�GHILQHG��D�GLUHFW�LQYHVWPHQW�HQWHUSULVH�LV�DQ�XQLQFRUSRUDWHG�RU�LQFRUSRUDWHG�HQWHUSULVH�LQ�ZKLFK�D�GLUHFW�LQYHVWRU�RZQV
����RU�PRUH�RI�WKH�RUGLQDU\�VKDUHV�RU�YRWLQJ�SRZHU��IRU�DQ�LQFRUSRUDWHG�HQWHUSULVH��RU�WKH�HTXLYDOHQW��IRU�DQ�XQLQFRUSRUDWHG�HQWHUSULVH��

)',�IORZV�DQG�SRVLWLRQV
7KURXJK�GLUHFW� LQYHVWPHQW� IORZV��DQ� LQYHVWRU�EXLOGV�XS�D� IRUHLJQ�GLUHFW� LQYHVWPHQW�SRVLWLRQ�� WKDW� IHDWXUHV� RQ� KLV� EDODQFH� VKHHW�� 7KLV� )',
SRVLWLRQ��VRPHWLPHV�FDOOHG�)',�VWRFN��GLIIHUV�IURP�WKH�DFFXPXODWHG�IORZV�EHFDXVH�RI�UHYDOXDWLRQ��FKDQJHV�LQ�SULFHV�RU�H[FKDQJH�UDWHV��DQG
RWKHU�DGMXVWPHQWV�OLNH�UHVFKHGXOLQJ�RU�FDQFHOODWLRQ�RI�ORDQV��GHEW�IRUJLYHQHVV�RU�GHEW�HTXLW\�VZDSV��
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(XURSHDQ�8QLRQ�GLUHFW�LQYHVWPHQW�LQFRPH�IORZV�ZLWK�VHOHFWHG�SDUWQHU�FRXQWULHV�DQG�UHJLRQV���
�(&8�0LR�

���� ����

&UHGLW 'HELW 1HW�IORZV &UHGLW 'HELW 1HW�IORZV
([WUD�(85�� ������ ������ ������ ������ ������ ������

1RUZD\ 889 134 755 627 526 101
6ZLW]HUODQG 3 899 5 339 -1 441 4 136 4 348 -212
3RODQG 2 7 -5 211 9 203
%DOWLF�FRXQWULHV 24 -1 25 41 -1 42
&]HFK�5HSXEOLF -134 24 -158 121 10 110
6ORYDNLD 83 3 79 64 3 61
+XQJDU\ 551 6 546 532 3 529
5RPDQLD -52 1 -53 -58 2 -59
%XOJDULD -3 -2 -1 2 0 2
6ORYHQLD 27 6 21 57 0 57
7XUNH\ 90 41 49 193 0 193
5XVVLD 45 -27 72 46 200 -153
$IULFD ����� �� ����� ����� ��� �����

North African countries 229 10 219 332 72 260
Other African countries 1 564 48 1 516 2 005 115 1 890
5HSXEOLF�RI�6RXWK�$IULFD 632 7 625 899 103 796
$PHULFD ������ ������ ����� ������ ������ ������

North American countries 20 324 21 831 -1 507 29 243 23 774 5 468
8QLWHG�6WDWHV�RI�$PHULFD 18 803 21 353 -2 550 27 588 23 568 4 020
&DQDGD 1 521 479 1 042 1 656 208 1 448
Central American countries 3 124 1 218 1 906 2 791 911 1 880
0H[LFR 445 53 392 474 10 465
South American countries 3 591 175 3 416 2 892 200 2 692
&RORPELD 88 1 87 105 2 103
9HQH]XHOD 106 3 103  193 153 40
%UD]LO 1 815 38 1 777 1 429 22 1 407
&KLOH 684 2 682 650 1 648
$UJHQWLQD 824 172 653 572 218 355
$VLD ����� ��� ����� ����� ��� �����

Near and Middle East 1 064 297 768 1 362 460 902
Gulf Arabian Countries 428 329 99 985 303 682
Other Near and Middle East 356 2 354 348 20 328
Other Asian countries 7 528 655 6 872 7 885 -208 8 094
,QGLD 65 11 54 252 9 243
7KDLODQG 342 5 338 699 20 679
0DOD\VLD 715 10 706 675 -20 695
,QGRQHVLD 182 9 173 492 12 480
6LQJDSRUH 1 826 7 1 819 1 758 110 1 648
3KLOLSSLQHV 123 2 122 32 11 21
&KLQD 129 36 93 127 62 66
.RUHD��5HSXEOLF�RI��6RXWK�.RUHD� 123 -32 155 58 36 21
-DSDQ 742 498 245 1 169 -451 1 620
7DLZDQ 660 -2 662 531 -57 588
+RQJ�.RQJ 2 528 73 2 456 1 552 70 1 482
$XVWUDOLD��2FHDQLD�DQG�RWKHU�WHUULWRULHV ����� ����� ����� ����� ����� �����

$XVWUDOLD 2 899 1 035 1 864 2 888 2 242 646
1HZ�=HDODQG 500 51 448 459 37 422
1$)7$ ������ ������ ������ ������ ������ �����

1,&V�� ����� �� ����� ����� ��� �����

1,&V���±�$VLD ����� �� ����� ����� � �����

1,&V���±�/DWLQ�$PHULFD ����� ��� ����� ����� ��� �����

$6($1 ����� �� ����� ����� ��� �����

2IIVKRUH�ILQDQFLDO�FHQWHUV ����� ����� ����� ����� ����� �����

$&3�FRXQWULHV ����� � ����� ����� �� �����

&RXQWULHV�IURP�&HQWUDO�DQG�(DVWHUQ�(XURSH ��� �� ��� ��� �� ���

(*) The EU income aggregates include estimates for Belgium/Luxembourg, Denmark, Greece, Ireland and Sweden.
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