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iiiPreface

PREFACE

Global flows of foreign direct investment recovered to pre-pandemic levels last year, 
reaching $1.6 trillion. Cross-border deals and international project finance were 
particularly strong, encouraged by loose financing conditions and infrastructure 
stimulus. However, the recovery of greenfield investment in industry remains fragile, 
especially in developing countries. 

This fragile growth of real productive investment is likely to persist in 2022.  
The fallout of the war in Ukraine with the triple food, fuel and finance crises, along 
with the ongoing COVID-19 pandemic and climate disruption, are adding stresses, 
particularly in developing countries. Global growth estimates for the year are already 
down by a full percentage point. There is significant risk that the momentum for 
recovery in international investment will stall prematurely, hampering efforts to boost 
finance for sustainable development.

The World Investment Report supports policymakers by monitoring global and 
regional investment trends and national and international investment policy 
developments. The report reviews investment in the Sustainable Development 
Goals and in climate change mitigation and adaptation. It also looks at sustainable 
finance trends in capital markets and among institutional investors.

The coming years will see the implementation of fundamental reforms in international 
taxation. These reforms are expected to have major implications for investment 
policy, especially in countries that make use of fiscal incentives and special economic 
zones. The report of this year provides a guide for policymakers to navigate the 
complex new tax rules and to adjust their investment strategies.

I commend this report to all engaged in promoting investment in sustainable 
development. 

António Guterres
 Secretary-General of the United Nations
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The global environment for international investment changed dramatically with the onset of the 
war in Ukraine, which occurred while the world was still reeling from the impact of the pandemic. 
The war is having effects well beyond its immediate vicinity, causing a cost-of-living crisis 
affecting billions of people around the world, with rising prices for energy and food reducing real 
incomes and aggravating debt stress. Investor uncertainty and risk aversity could put significant 
downward pressure on global FDI this year.

The effects on investment flows to developing countries in 2022 and beyond are difficult 
to anticipate. Apart from direct effects on countries in Central Asia with close investment 
ties in the region, the impact on others will be mostly indirect and depend on the extent 
of their exposure to the triple crisis – in food, fuel and finance – caused by the conflict and 
their consequent economic and political instability – key determinants of international private 
investment. If the past is an indication, the last time food prices were this high – during the 
2007–2008 food crisis – there were riots in more than 60 countries.

The outcome will be of enormous significance for development prospects. The need for 
investment in productive capacity, in the Sustainable Development Goals (SDGs) and in 
climate change mitigation and adaptation is enormous. Current investment trends in these 
areas are not unanimously positive. Although global FDI flows rebounded strongly in 2021, 
industrial investment remains weak and well below pre-pandemic levels, especially in the 
poorest countries; SDG investment – project finance in infrastructure, food security, water 
and sanitation, and health – is growing but not enough to reach the goals by 2030; and 
investment in climate change mitigation, especially renewables, is booming but most of it 
remains in developed countries and adaptation investment continues to lag well behind. 

Worryingly, some emerging indicators suggest that the war in Ukraine could become a setback 
in the energy transition, with increased fossil fuel production in countries previously committed 
to reducing emissions. In the first quarter of 2022, most of the 5,000 largest multinational 
enterprises revised downward their earnings forecasts for 2022. Alarmingly, while extractive 
industries revised upwards their expected earnings, with oil and gas at +22 per cent and 
coal at +32 per cent of expected earnings, renewable energy companies released downward 
revisions of an average of -22 per cent of expected earnings, lending credence to the intuition 
that current conditions risk reversing years of progress towards investing in sustainable 
energy. This is especially worrying as global CO2 emissions from energy combustion and 
industrial processes rebounded in 2021 to reach their highest ever annual level.

To achieve the SDGs it is imperative that more funds are channeled to where they are most 
needed, on the ground, in developing countries. But also an important effort will have to 
come from domestic resource mobilization. From that perspective, the ongoing international 
tax reforms led by the G20 and the OECD, which we study extensively in this report, are 
a major step forward. They aim to ensure that multinationals pay their fair share of taxes 
where they operate, and they have the potential to give a significant boost to tax revenues in  
developing countries. 

FOREWORD
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Rebeca Grynspan 
Secretary-General of UNCTAD

Foreword

However, the war in Ukraine has further complicated domestic resource mobilization in 
developing countries, already worsened by the COVID-19 pandemic and the increased 
frequency of natural disasters in the context of climate change. In the midst of rising and 
unsustainable debt levels, without adequate multilateral mechanisms for restructuring, 
countries are being forced to reduce their fiscal space at a time when they should be 
increasing it. 

The International Labour Organization suggests that the social protection financing gap stands at 
$1.2 trillion per year in developing countries, part of the $4.3 trillion we at UNCTAD estimate as the 
yearly gap in SDG financing. And even with food and energy import bills, and worsening costs of 
borrowing due to higher interest rates, developing countries’ primary fiscal balance has shrunk by 
$315 billion since the start of the war.

That is why international investment plays a critical complementary role to domestic public 
investment. And the new tax rules will affect how countries have traditionally promoted – and 
often competed – for international investment, through low tax rates, fiscal incentives and special 
economic zones. 

The tax reforms are an opportunity for developing countries, not only from a revenue perspective, 
but also from an investment attraction perspective. Strategically, tax competition will decrease. 
Practically, the need to review the investment promotion toolkit is a chance to make costly 
incentives more sustainable. 

There will be challenges. Developing countries face constraints in their responses to the reforms, 
because of a lack of technical capacity to deal with the complexity of the tax changes, and 
because of investment treaty commitments that could hinder effective fiscal policy action. The 
international community has the obligation to help. It can do so through technical assistance, by 
agreeing a solution to problems caused by international investment agreements, and by putting 
in place safeguards that protect the tax revenues of the poorest countries. These efforts should 
be part of a broader multilateral endeavor towards reining in illicit financial flows, especially in the 
developing world. This report points the way.

It is important that we act now. Even though countries face very alarming immediate problems 
stemming from the cost-of-living crisis, it is important we are able to invest in the long term. 
Because the short term and long term start at the same time. And the time is now.
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