NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

INVESTMENT

REPORT

INTERNATIONAL PRODUCTION
BEYOND THE PANDEMIC







UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT/

INVESTMENT
REPORT

INTERNATIONAL PRODUCTION
BEYOND THE PANDEMIC

anniversary




© 2020, United Nations
All rights reserved worldwide

Requests to reproduce excerpts or to photocopy should be addressed to the Copyright Clearance
Center at copyright.com.

All other queries on rights and licences, including subsidiary rights, should be addressed to:

United Nations Publications,
405 East 42nd Street,

New York, New York 10017,
United States of America

Email: publications@un.org
Website: shop.un.org

The designations employed and the presentation of material on any map in this work do not imply the
expression of any opinion whatsoever on the part 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.

This publication has been edited externally.

United Nations publication issued by the United Nations Conference on Trade and Development.

UNCTAD/WIR/2020

ISBN 978-92-1-112985-4
elSBN 978-92-1-005144-6
Print ISSN 1020-2218
elSSN 2225-1677
Sales No. E.20.11.D.23

World Investment Report 2020



PREFACE

Global flows of foreign direct investment (FDI) will be under severe pressure this
year as a result of the COVID-19 pandemic. These vital resources are expected
to fall sharply from 2019 levels of $1.5 trillion, dropping well below the trough
reached during the global financial crisis and undoing the already lackluster growth
in international investment over the past decade. Flows to developing countries will
be hit especially hard, as export-oriented and commodity-linked investments are
among the most seriously affected.

The consequences could last well beyond the immediate impact on investment flows.
Indeed, the crisis could be a catalyst for a process of structural transformation of
international production this decade, and an opportunity for increased sustainability,
but this will depend on the ability to take advantage of the new industrial revolution
and to overcome growing economic nationalism. Cooperation will be crucial;
sustainable development depends on a global policy climate that remains conducive
to cross-border investment.

The World Investment Report, now in its thirtieth year, supports policymakers
by monitoring global and regional FDI trends and documenting national and
international investment policy developments. This year's Report naturally takes
stock of the COVID-19 crisis. It also includes a new chapter, added at the request
of the UN General Assembly, on investment in the Sustainable Development Goals.
This analysis shows that international private sector flows to four out of ten key
SDG areas have failed to increase substantially since the adoption of the goals in
2015. With less than a decade left to the agreed deadline of 2030, this makes it
all the more important to evaluate the implications of the expected changes in the
investment landscape over the coming years.

As such, this year’s World Investment Report is required reading for policymakers
and an important tool for the international development community. | commend its
information and analysis to a wide global audience.

A O

Antonio Guterres
Secretary-General of the United Nations
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FOREWORD

The global economy is in the midst of a severe crisis caused by the COVID-19 pandemic. The immediate
impact on FDI will be dramatic. Longer term, a push for supply chain resilience and more autonomy in

productive capacity could have lasting consequences.

But COVID-19 is not the only gamechanger for FDI. The new industrial revolution, the policy shift towards
more economic nationalism, and sustainability trends will all have far-reaching consequences for the

configuration of international production in the decade to 2030.

The overall directional trend in international production points towards shorter value chains, higher
concentration of value added and declining international investment in physical productive assets. That
will bring huge challenges for developing countries. For decades, their development and industrialization
strategies have depended on attracting FDI, increasing participation and value capture in GVCs, and

gradual technological upgrading in international production networks.

The expected transformation of international production also brings some opportunities for development,
such as promoting resilience-seeking investment, building regional value chains and entering new markets

through digital platforms. But capturing these opportunities will require a shift in development strategies.

Export-oriented investment geared towards exploiting factors of production, resources and low-cost
labour will remain important. But the pool of such investment is shrinking, and the first rungs on the
development ladder could become much harder to climb. A degree of rebalancing towards growth based
on domestic and regional demand and promoting investment in infrastructure and domestic services is

necessary.

That means promoting investment in SDG sectors. The large amounts of institutional capital looking for
investment opportunities in global markets does not look for investment projects in manufacturing, but
for value-creating projects in infrastructure, renewable energy, water and sanitation, food and agriculture,

and health care.

The findings in the dedicated chapter in this report on investment in the SDGs show that sustainability-
themed funds in global capital markets are growing rapidly. At the same time, they show these finances
are not yet finding their way to investments on the ground in developing countries.

We have now entered the last decade for the implementation of the SDGs. We need action to translate
increased interest in SDG finance into increased SDG investment in the least developed countries.

I hope that the Action Plan for Investment in the SDGs presented in this report will inspire and reinvigorate
efforts around the world to make this happen.

/wa(/\«ix /Z W—

Mukhisa Kituyi
Secretary-General of UNCTAD

World Investment Report 2020



ACKNOWLEDGEMENTS

The World Investment Report 2020 was prepared by a team led by James X. Zhan. The team
members included Richard Bolwijn, Bruno Casella, Arslan Chaudhary, Joseph Clements,
Hamed El Kady, Kumi Endo, Kalman Kalotay, Joachim Karl, Isya Kresnadi, Oktawian Kuc,
Jing Li, Anthony Miller, Kyoungho Moon, Abraham Negash, Yongfu Ouyang, Diana Rosert,
Amelia Santos-Paulino, Astrit Sulstarova, Claudia Trentini, Elisabeth Tuerk, Joerg Weber and

Kee Hwee Wee.

Research support and inputs were provided by Chantal Dupasquier, Vicente Guazzini,
Yvan Rwananga, Christoph Spennemann, Alessandro Storchi, Nina Vujanovic and Paul
Wessendorp. Comments and contributions were provided by Yoseph Asmelash, Vincent
Beyer, Stephania Bonilla, Tatiana Krylova, Mathabo Le Roux, Maha El Masri, Massimo Meloni,
Alina Nazarova, Selahattin Selsah Pasali and lan Richards.

Statistical assistance was provided by Bradley Boicourt, Mohamed Chiraz Baly and Smita
Lakhe. IT assistance was provided by Chrysanthi Kourti and Elena Tomuta.

The manuscript was copy-edited by Lise Lingo. The design of the charts and infographics,
and the typesetting of the report were done by Thierry Alran and Neil Menzies. Production
of the report was supported by Elisabeth Anodeau-Mareschal and Katia Vieu. Additional
support was provided by Nathalie Eulaerts, Rosalina Goyena and Sivanla Sikounnavong.

The report benefited from feedback and advice on chapter IV from Richard Baldwin, Gary
Gereffi, Rajneesh Narula and Taffere Tesfachew, as well as Caroline Freund (and the colleagues
of the World Bank Trade, Investment and Competitiveness Global Practice). The team is also
grateful for comments and inputs from Emily Blanchard, Fernando Cantu, Alisa DiCaprio,
Sami Hamroush, Hyoungmin Han, Francesca Jaworska, Romain Julia, Alexey Kuznetsoy,
Magdalena Lizardo, Nicolas Maystre, Andrew Mold, Juan Carlos Moreno-Brid, Edo Mahendra,
Themba Munalula, Melinda Posey, Andy Prasetyo, Heba Salama, Magdolna Sass, Premila

Satyanand, Rita Schmutz, Dietmar Scholz, llan Strauss, David Wong and Sangjun Yea.

The report benefited from collaboration with colleagues from the United Nations Regional

Commissions for its sections on regional trends in chapter |l.

Also acknowledged are comments received from the UNCTAD Division on Technology and
Logistics, and Division on Trade and Commodities as part of the internal peer review process,

as well as comments from the Office of the Secretary-General.

Numerous officials of central banks, national government agencies, international organizations

and non-governmental organizations also contributed to the report.

Acknowledgements



TABLE OF
CONTENTS

PREFACE. . . . . e ii
FOREWORD . ... e e e iv
ACKNOWLEDGEMENTS . . . . ..o e v
ABBREVIATIONS . ... iX
KEY MESSAGES . . ... . X
CHAPTER I. GLOBAL INVESTMENT TRENDS AND PROSPECTS . ............. 1
A.FDIAND THE COVID-19CRISIS . . .. ... 2
1.The impact of the pandemicon FDI. ... ... ... .. . i, 3
2. Global and regional FDI forecasts . ............co i 6
3 IPA eXpectations. . ... o 9
B.2019 FDITRENDS. . . ... 11
1.FDIby geography. .. ..o 11

2. Trends in greenfield investment projects and cross-border M&As by sector ... .15

3. Project finance. ... ..o 18
C. INTERNATIONAL PRODUCTION .. ...t 22
1. Key indicators of international production. . .. ............ .. ... .. ...... 22
2. Internationalization trends of the largest MNES. . ... ............ ... ... .. 23
CHAPTER IIl. REGIONALTRENDS. . .. ... ... i 27

TR EER, Fe RS HHEA 4RI T :

https://www.yunbaogao.cn/report/index/report?reportld=5 6599




