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GLOBAL INVESTMENT AC TIVITY
STAGNATES INTO 2010

The most recent monthly data on global merger and
acquis ition (M&A) activity through February 2010 (figure 1) and
OECD FDI inflows and outflows through the third quarter of
2009 (figure 6) paint a picture of caution and persistent
slu ggishness.

The average monthly M&A activity in the past 12 months was just
US$50 billion. The last time monthly M&A activity fell below USY
billion was in April 2@6. Yearon-year, global M&A activity is now at i
lowest level since the beginning of the global economic crisis, at ¢
35% of the levels reached two years ago (March 2007 through Fe
2008).

Continuedon page :

Figure1. Global M&A
stagnatesin 2010
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The declines in international investm
activity duting the crisis have been
centrated in the OECD area (Figure
After the peaks reached in 2007 (US:
trillion in FDI inflows, of which aroun
US$1. 4trillion in inward M&A), interna-
tional investment into the OECD area
declined by almost 70% ovethe pas

International investment into
the OECD area has declined
by almost 70%

2 years. This compares with a decline
international investment inflows
around 55% for the rest of the wo
Global M&A activity according to th
nationality of the acquirer shows a slian
pattern.

Figure 2. Value of global M&A deals
by nationality of target
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The global economic crisis has resulta
a cdlapse of international investmi
activity, but has nosignificantly change:
the geographic distribution of intex
tional investment location dween th
OECD and the rest of the world df
ure3). The gmeral trend over the p:
decade has been fonore internation
investment todcate outside of the OEC
area, but after a doubling of the n
OECD share during the economic cr
of 20012003 from around 10% to 20
the distribution of international inve
ment into the OECD area and the res
the world has stayed constant at a rati
around 80/20.

Investors based in non -OECD
countries now account for

25% of international M&A
activity, up from 4% in 2000

In contrast, changes to the disttiion of
global sources of inteational investmer
have been more pronounced during
global economic crisis. In 2000, 96%
international M&A activity originagc
from OECD countries. By 2007, jt
before the crisis, this share had decli
to 84%, and tumbled further during tBe

India and Viet Nam talk about their investment policy reviews

fit was desirable to subject our policy to a review by an international
body like the OECD, a group of developed economies of the world, which

would provideanopportuni ty

to secure |

nter

progress in improving the investment environment and support future

investment reform plans.0

Anand Sharma , Minister of Commerce and Industry,
Government of India, at the New Delhi launch of

OECDT March2010

t o revi

the OECD investment policy review of India

S i

firhe investment policy assessment of Viet Nam based on the Policy
Framework for Investment constitutes a special effort by the Viethamese
government
co-operation between Viet Nam and the OECD continues to expand in the
forthcoming future.O

t ilttiss ouri wish etrsatt timee n

Vo Hong Phuc , Minister of Planning and Investment, Government of
Viet Nam, on the OECD investment policy review of Viet Nam
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Figure 3. Shares of global M&A deals
by nationality of target

Figure4. Shares of global M&A deals
by nationality of acquirer
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Source: Dealogic.

crisis to 75% in 2009 (figurd). Invegors
based in notODECD countries therefor
now account for 25% of inteational
M&A activity, up from 4% in 2000. Th
dramatic increase in international intx
ment from the notfOECD area has me:
that for the past 3 years n@ECD coun-
tries have played a more impant role a
sources of international inviasent tha

they have as hosts for intetiona
investment in the global ecomy.

The growth of international inveeen
from emerging economies descril
above has been identified as an i
singly important trend in investme
globalistion. In addition, soutloutt
international investnm@ has also be:
identified as an area of growing activity

== Share of non-OECD

M &A investment going
to other non-CECD

countries

Figure 5. Emerging market M&A
investments in other emerging
markets
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70% of M&A investment from
emerging economies flows to
developed economies

However, the trendor southsouth M&A
investment is sharply down. Figuré
shows the share of international M
invedment originating from no®ECL
countries going to other neBECD coun-
tries. Since 2003, this share has beer
in half, falling from 60% in 2003 to 30
in 2009. From a devepment perspectiv
this trend will be viewed with dige
pointment given the hoped for poten
of southsouth nvestment to reach ma
developing countrieshat have traditio-
dly not received sufficient internatior
investment to meet their developmr
objectivesA

For further reading on this topic:
www.oecd.org/daf/investment
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Figure 6. OECD FDI inflows and outflows,

by geographical zone (USS$ billions)
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ANALYSIS

CHINA EMERGES AS STRONGER INTERNATIONAL
INVESTMENT PLAYER WHILE INDIA FALLS BACK

Brazil, China, India, IndonesiaRussie
and South Africa (the BRIICS) ha
emerged as major players shaping gl
investment patterns over the past dec
Before the global economic crisis cat
international mvestment to the emergi
economies to collapse in 2009, tr
countries ahost tripled the amount

international mvestment they received
the form of mergers and acquisitit
(M&A) between 2000 and 2008. W
respect to outward investment, tF
countries collectively eounted for onl
$7 billion in outward international KIA
in 2000 but increased this figure to $
billion in 2008, an average annuai-
crease of just under @ over 8 years

The global economic crisis brought 1
spectacular international investmentr-
formance to an end in 2009. However,

all countrieswere affected in the sai
way, as the divergent experiences of |
and China illustrate.

Figuresland2s how | ndi a
outward M&A invesment respectivel
Each graph depicts the absolute valu
M&A investment, a
of M& A investment among the BRIICS

I ndi adbs share amag
closely the absolute values of its inw
and outward M&A investments. Tt
symmetrical pattern underscores the
tent to which India has suffered a dot
impact from the global economicrisis
First, it has expéenced the global slo
down in inernational investment activi
Second, its share of international intv
ment going to the emerging eanies
also shrank drastically, going from %

Figure 1. India's inward
M&A investment
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Figure 3. China's inward
M&A investment
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to 13% for inward M&A investment ar
from 3% to 4% for outward M&A in-
vestment btween 2007 and 2009.

Figures 3and 4 show the same data
China. In this case, we see that althc
Chinads absolut e t-
ments decline, its share of internatic
investment to andfrom the BRIICS
climbs, sharply in the case of outw
invegment. Between 2007 and 20
China increased its share of intaional
M&A investment nto the BRIICS fror
25% to 40%and its share of outwe
M&A i nvestment from the BRIICS fro
17% to 60%.

The divergent international investme
paths China and India have follow
these past two yearsggest that the cris
is not just causing a cyclical reductior
international investment, but is a
bringing about structural change to glc
invegment @tternsi



