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Countries that Receive the Most Investment from Abroad
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Foreign Direct Investment, inflows

B Negative net flow
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Attracting ...FDI

Your Advantage for

Foreign Direct Investment

Business climate advantages
for intermmational companies

62 mernatonal companies from 20 countries
North Camolna ranked #1 in St Sefecthion’s Annual Business
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Steady Increase in Aggregate Foreign Direct Investment into Major Southeast Asian Countries
Million U.S. Dollars
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Note: China FDI rafers to FDI utilized; Indonesia FDI refers to foreign investment realization; Philippines & Thailand FOI refers to FOI approved.
Malaysia and Singapore FDI data on BOP basis. 2013 FDI data for Philippines is BofAML estimate.

Source: BofA Merrill Lynch, CEIC, U.S. Global Investors



I Foreign direct investment

Inflows, $trm
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Foreign direct investment (FDI) from India in the United States from
2002 to 2016 (in billion U.S. dollars, on a historical-cost basis)
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Foreign Direct Investment

Equity Inflows to India, During January to November 2014

Amount of FDI Equity Inflows

Month T

( In Rs Crore ) ( In USS Million)
January - 2014 13,589 2.189
February - 2014 12,557' 2,017
March - 2014 21,558 3,533
April -2014 10,290‘ 1,705
May - 2014 21,373 | 3.604
June - 2014 11,508 1,927
July - 2014 21,022 -. 3,500-
August - 2014 7,783v 1.278
September - 2014 16,297. 2.678
October - 2014 16,288. 2,655
November - 2014 9,486A 1.537
Total 161,751 26.623
Year on Year +32.00% +27.00%

Growth ( 26 )




India’s Foreign Direct Investment

Amount of FDI Inflows M-o-M (%) Y-0-Y (%)
Month

(InRs.Crore) | (InUSSmn) | (InRs.) | (InUSS) | (InRs.) | (InUSS)
January-14 13,589 2,189 99.28% 98.82% 15.96% 1.48%
February-14 12,557 2,017 -7.59% -1.86% 30.07% 12.37%
March-14 21,558 3,533 71.68% 75.16% 159.83% | 131.67%
April-14 10,290 1,705 -52.27% | -51.74% | -18.48% | -26.57%
May-14 21,373 3,604 107.71% | 111.38% | 138.17% | 120.97%
June-14 11,508 1,927 -46.16% | -46.53% 36.48% 33.45%
Total / Average 90,875 14,975 28.78% 29.87% 60.34% 45.56%

www.linkedin.com/company/jhunjhunwalas

_J/mn/;mmw/a [

J




Foreign Direct Investments in India

Month

Amount of FDI inflows

Y-0-Y (Value)

Y-0-Y (%)

(InRs. Crore)

(In USS mn)

(InRs.)

(InUSS)

(InRs.)

(InUSS)

January-14

13,589

2,189

1,870

32

15.96%

1.48%

December-13

6,819

1,101

807

1

13.42%

0.09%

November-13

10,257

1,638

4,459

76.91%

94.82%

October-13

7,956

1,226

-2,139

-26.61%

-36.87%

Total

38,221

6,154

4,397

79.68%

19.53%

Average

9,935

1,539

1,099

19.92%

4.88%

Source: http://dipp.nic.in

_)/im}/}/}um('/;[/f [

jhunjhunwalas.tumblr.com




Foreign direct investment
Inflows by component™®, $bn

N Equity BN Reinvested BN Other capital
earnings
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Foreign direct investment
FDI imflows, 2008 estimate, 3bn
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I Foreign direct investment
Global inflows, Strnm
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Foreign Direct Investment, Cumulative

Al 1990 to 2011

$3 -

Foreign Direct Investment in the U.S.
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USD thousands
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I Foreign Direct Investment, Net Inflows

$148 Billion
2008
$1008
$508
$0
1980 1985 1990 1995 2000 2005




Foreign Direct Investment, Canada (Inward Stocks)
2014 (S millions)
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l Foreign direct investment
Inflows, $trn
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Foreignm Direct Investrment
[
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I Foreign direct investment
Global inflows, $trn
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Global Distribution of Foreign Direct Investments, 2006
©2009 "Ranking America" (http://rankingamerica.wordpress.com)
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Data from World Resources Institute
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Foreign direct investment
FDI imflows, 2009 estimate, $bn

0

Limted States
China

France

Russia
Germany
India

Italy

Brazil

Mexico
Japan
Britain

South Africa
Source: UNCTAD

S0 &0 80 100 120

e change om
previcus year —, [
=




Spain

Chile

United States

Brazil

Argentina

Holland

France

Canada

Venezuela

Mexico




| GOPIN200B roughly | I2000upfrom  ONY DISK heeds

: | cqultothutof Bl | Sminin20py ot wh become
e consumers by 201
......................................... ' Compounded anrual el GOP growth, 2000-2008

orbeofAbian | ST 20%

cpmeswihat | RYRITSR |0

koast §3 billon in :

st | ST

: Emorgrg Asa 83

Percentage of o Amm
African househokds mmm
with discretionary- o
spending power MMnm

billion wcmnsys | D

compounded arrual rate :
in Afrca in 2008 almost '

as Large a5 the flow into 000 2008

Ching, relative to GO 35% 43%

Four countries by the numbers
Ngerla [ South Afvica B Xerwa [ Algeria




China FDI

Year-on-year change in foreign
direct investment in China (2o0)
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I China’s foreign direct investment
$bn
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Source: UNCTAD *Based on 2008-13 average annual growth rates
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What is FDI..?

Foreign direct investment (FDI)-

It is a direct investment into production or
business in a country by an individual or company
in another country.

[t can be either by buying a company in the target
country or by expanding operations of an existing
buisness in that country.



Benefits of FDI



Assessing Benefits from Foreign Direct Investment (FDI)

Benefits / positive spill-overs

Depends on size and extent

Positive multiplier effect 3 =%
E of the investment multiplier

| Depends on the product and

transfers t
Technology transfers to quality of jobs created

the host economy

May result in rapid natural
resource depletion which
- makes growth unsustainable

Often Joint Venture only e TNC may bring many of their
(China, India) Y own skilled workers into the
- recipient economy







Theories of FDI

03/07/15 45




Trends in World Foreign Direct Investment syt
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Why Export and Import May Not Suffice

* Advantages to locate production in another country

— As opposed to exporting

Why Wholly-Owned FDI?

Market Failure

Internalization Theory
Appropriability Theory
Freedom to Pursue Global Objectives

Acquisition versus Greenfield
Acquisition

Greenfield Investments

Leasin



Alternatives to Foreign Expansion

Figure 15.2 Foreign Expansions: Alternative Operating Modes ‘

a. Wholly owned
operations
b. Partially owned
Equity a. Exporting with remainder
arrangements widely held
C. Joint ventures*
d. Equity alliances

a. Licensing
b. Franchising

Non-equity Cc. Management
arrangements contracts
d. Turnkey

operations




Why Collaborate in International Markets?

Figure 15.3 Collaborative Arrangements and International Objectives




Factors to Consider in Collaborative Arrangements

Trade offs and Limitations
Alliance types

— Scale alliances

— Link alliance

— Vertical alliance

— Horizontal alliance
Prior company expansion

Compensation




Types of Arrangements

Licensing

Franchising
Management Contracts
Turnkey Operations
Joint Ventures

Equity Alliances




Types of Arrangements

Figure 15.4 Collaborative Strategy and Complexity of Control

Many
D Managemfnt Tight
'l"z" \__/contrac control
o Turnkey Medium
= \—-—/
a control
B .
) Franchise Little
5 Joint venture \-—/ P——
% License
) Equity alliance \—/
= « Sales contract
. Wholly owned
None
| OWNERSHIP CONTINUUM
Equity Sharing Nonequity
(Greater degree of ownership) (Lesser degree of ownership)

Source: Based on Shaker Zahra and Galal Elhagrasey, “Strategic Management of International Joint Ventures,”
European Management Journal 12:1 (March 1994):83-93. Reprinted with permission of Elsevier.



Reasons for Collaborative Failures

 Why do collaborative arrangements fail?

Considerations for Success

* Things to consider for Collaborative Success




Country Attractiveness/Strength Matrix

Figure 15.5 Country Attractiveness/Company Strength Matrix

In a given scenario, a country in the upper left-hand corner may be the most attractive place for a company to locate
operations. Why? Because its market is well suited to the company’s greatest competitive strength and thus to its highest level
of commitment (e.g., establishing a wholly owned subsidiary). A country in the upper right-hand corner also boasts an attractive
market but poses a problem for a company whose competitive strengths don‘t quite match the opportunity (perhaps it has no
experience in this particular market). It needn’t forgo the opportunity, but it will probably prefer a joint venture or some other
form of collaborative operation. Finally, note that because everything is subject to change—both a company’s capabilities and
the features of a country’s market—firms try to be dynamic in their approach to potential operating modes.
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