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FDI flows: some examples

Swiss FDI outflows in million CHF
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FDI flows during the financial crisis
The fallout from the financial crisis: implications for 
FDI to developing countries 
(from OECD Policy Insights, December 2008)

• With capital account liberalization, FDI has become 
major source of capital inflow for many developing 
countries, for example in Africa (Chad, Mauritania, 
Sudan, Zambia, ...).

• FDI generally viewed as more stable source of external 
financing than private debt and portfolio equity flows.

• Less vulnerability of current account deficits (i.e. 
when country is net borrower) to external financing 
difficulties because FDI more long-term.
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FDI flows during the financial crisis
However:

• Around 30-35 percent of current FDI flows due to 
mergers & acquisitions (M&A) → likely to dry up as 
firms face credit difficulties („fire sale“ FDI aside). 
Example: recently cancelled takeover of South African 
mining company by Swiss mining group Xstrata.

• Profit remittances by parent companies can be 
„expensive“, especially for developing countries: in 
2005 profit remittances higher than new FDI inflows for 
low-income countries. Example: in Chile remittances in 
2007 equal to $21.7 billion or 13.3 percent of GDP.
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FDI flows during the financial crisis
• Some components of FDI more easily changed or 

reversed than others. Example: reinvested earnings 
and intra-company loans.

• FDI tends to be pro-cyclical (though less so than other 
private capital flows): FDI outflows from OECD 
countries correlated with economic growth in home and 
destination countries.

Positive note:

• FDI usually picks up faster after a crisis than other 
forms of cross-border capital flows.
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