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Note

UNCTAD serves as the focal point within the United Nations Secretariat for all
matters related to foreign direct investment and transnational corporations. In the past, the
Programme on Transnational Corporations was carried out by the United Nations Centre on
Transnational Corporations (1975-1992) and the Transnational Corporations and Management
Division of the United Nations Department of Economic and Social Development (1992-1993).
In 1993, the Programme was transferred to the United Nations Conference on Trade and
Development.  UNCTAD seeks to further the understanding of the nature of transnational
corporations and their contribution to development and to create an enabling environment for
international investment and enterprise development.  UNCTAD's work is carried out through
intergovernmental deliberations, technical assistance activities, seminars, workshops and
conferences.

The term "country" as used in this study also refers, as appropriate, to territories or
areas; the designations employed and the presentation of the material do not imply the expression
of any opinion whatsoever on the part of the Secretariat of the United Nations concerning the
legal status of any country, territory, city or area or of its authorities, or concerning the
delimitation of its frontiers or boundaries. In addition, the designations of country groups are
intended solely for statistical or analytical convenience and do not necessarily express a
judgement about the stage of development reached by a particular country or area in the
development process.  The reference to a company and its activities should not be construed as
an endorsement by UNCTAD of the company or its activities.

The boundaries and names shown and designations used on the maps presented in
this publication do not imply official endorsement or acceptance by the United Nations.

The following symbols have been used in the tables:

Two dots (..) indicate that data are not available or are not separately reported.
Rows in tables have been omitted in those cases where no data are available for any
of the elements in the row;

A dash (-) indicates that the item is equal to zero or its value is negligible;

A blank in a table indicates that the item is not applicable, unless otherwise indicated;

A slash (/) between dates representing years, e.g., 1994/95, indicates a financial
year;

Use of a hyphen (-) between dates representing years, e.g., 1994-1995, signifies
the full period involved, including the beginning and end years;

Reference to "dollars" ($) means United States dollars, unless otherwise indicated;

Annual rates of growth or change, unless otherwise stated, refer to annual compound
rates;

Details and percentages in tables do not necessarily add to totals because of rounding.

The material contained in this study may be freely quoted with appropriate
acknowledgement.
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Overview

Still declining in 2003, FDI flows show signs of
recovery,…

Global inflows of foreign direct investment (FDI) declined in
2003 for the third year in a row, to $560 billion (table 1). This was
prompted again by a fall in FDI flows to developed countries: at $367
billion, they were 25% lower than in 2002 (table 2). Worldwide, 111
countries saw a rise in flows, and 82 a decline. The fall in flows to
the United States by 53%, to $30 billion – the lowest level in the past
12 years – was particularly dramatic. FDI flows to Central and Eastern
Europe (CEE) also slumped, from $31 billion to $21 billion. It was
only developing countries as a group that experienced a recovery, with
FDI inflows rising by 9%, to $172 billion overall.  But in this group,
the picture was mixed: Africa and Asia and the Pacific saw an increase,
while Latin America and the Caribbean experienced a continuing
decline. The group of 50 least developed countries (LDCs) continued
to receive little FDI ($7 billion).

Prospects for 2004, however, are promising. Cross-border
mergers and acquisitions (M&As) – still low at $297 billion in 2003
– began to pick up. They rose by 3% in the first six months of 2004
over the same period in 2003. This, combined with other factors –
higher economic growth in the main home and host countries, improved
corporate profitability, higher stock valuations – points to a recovery
of FDI flows in 2004. Reflecting higher profits, reinvested earnings
– one of the three components of FDI flows – had already resumed
growth in 2003, reaching a record high. Other components of FDI
(equity and intra-company loans) are also expected to pick up in 2004.

The continuing liberalization of FDI regimes may help the
recovery. There were 244 changes in laws and regulations affecting
FDI in 2003, 220 of which were in the direction of more liberalization
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