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CHAPTER 3 
 

Multinational enterprises, foreign direct 

investment and related income flows 

 
Introduction 

3.1 The collection of high quality data on FDI 

is a challenge in compiling both the international 

and the national economic accounts. This chapter 

explains why FDI poses such a challenge, and 

describes an international survey that aims to 

alleviate the measurement issues. 

3.2 FDI is an important category in the 

international accounts, and is one of the five 

functional categories used as the primary basis for 

classifying data on financial transactions, positions, 

and income. An FDI relationship occurs when an 

investor in one economy has an ownership interest 

giving a significant degree of influence or control 

over the management of an enterprise in another 

economy. By statistical convention, it is deemed 

that direct investment exists when an investor 

owns at least 10 per cent of voting power. FDI is 

associated with a longer-term commitment than 

other forms of cross-border investment, and often 

involves features such as the provision of new 

funds and technology transfers. In their very 

nature, relationships between entities within an 

MNE are FDI relationships, whose number and 

importance has grown with globalization.
 4

 

3.3 FDI is also important in the national 

economic accounts. Earnings on FDI are often a 

major component of property income from abroad 

in the distribution of income accounts. Net 

property income from abroad, including net FDI 

earnings whether distributed or not, is added to 

GDP to derive GNI. (Undistributed FDI earnings are 

treated statistically as having been distributed, with 

a matching entry in the financial account of the 

balance of payments to reflect their immediate 

reinvestment.) In the financial accounts, which are 

based on instruments rather than functional 

categories, FDI transactions and positions are 

                                                 
4
 See paragraph 6.8 of the IMF’s Balance of Payments and 

International Investment Position Manual, sixth edition (BPM6) 

for the statistical definition of FDI. Also see paragraphs 117-120 
of the OECD Benchmark Definition of Foreign Direct Investment, 
fourth edition (BD4). 

recorded separately as memorandum items in the 

relevant categories (debt securities, loans, equity, 

trade credit, other). Also in the SNA framework, 

data are presented according to five institutional 

sectors, which group together similar kinds of 

institutional unit, i.e., non-financial corporations, 

financial corporations, general government, non-

profit institutions serving households, and 

households. Some of these institutional sectors are 

divided into subsectors. Corporations subject to 

control by non-residents are often treated as 

separate subsectors in the non-financial 

corporations and financial corporations sectors, 

because they are liable to behave differently from 

national private non-financial and financial 

corporations, and also because policymakers wish 

to observe separately those parts of the economy 

that are subject to control from abroad. 

3.4 Once an FDI relationship has been 

established, all financial flows and positions 

between the enterprises concerned are recorded 

as direct investment in the balance of payments 

and the international investment position accounts 

(except where the debt transactions/positions are 

between certain types of financial intermediary, in 

which case they are classified elsewhere). 

3.5 Experience has shown that the most 

effective way of assuring the availability of high 

quality and comprehensive data on FDI is to 

conduct a survey. No other method is as effective 

in identifying enterprises that are foreign owned or 

that have investments abroad, and surveys are 

important in obtaining data on such items as 

earnings and FDI positions. The International 

Monetary Fund’s 2009 Coordinated Direct 

Investment Survey (CDIS) is a major global 

statistical undertaking that is intended to improve 

the quality and availability of data on FDI used in 

the international and national economic accounts.
5
 

At its meeting in November 2009, the IMF 

Committee on Balance of Payments Statistics 

                                                 
5
 The CDIS home page can be found at 

http://www.imf.org/external/np/sta/cdis/index.htm  
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agreed with the IMF’s proposal to make the CDIS 

an annual exercise, which will promote 

improvements in the quality and availability of data 

on FDI through future years. The chapter also notes 

initiatives under way elsewhere (most notably, in 

the European Union and among OECD countries) to 

identify FDI relationships and achieve 

comprehensive and consistent reporting of them. 

Background 

3.6 The conceptual framework of the 

balance of payments and international investment 

position (as found in BPM6)
 
is entirely consistent 

with that of the 2008 SNA, as is the OECD’s BD4; 

the data however are organized differently. One of 

the major differences between the two 

frameworks is the use of functional categories in 

the balance of payments and international 

investment position accounts. The five functional 

categories are direct investment, portfolio 

investment, financial derivatives (other than those 

held as reserve assets) and employee stock 

options, reserve assets, and other investment. 

These functional categories are essentially based 

on the motivations of the investor, as opposed to 

the instrument-based classification in the 2008 

SNA.
6
 

3.7 FDI is a major category of cross-border 

investment. Unlike other categories of cross-border 

                                                 
6
 This is not to say that instrument classification is not used in 

the balance of payments/international investment position. The 

financial instruments used in BPM6 are the same as those used 
in the 2008 SNA. They are, however, at the secondary level of 
classification, below the functional categories. 

investment, it involves a significant degree of 

influence by the direct investor (and, more often, 

control) over the direct investment enterprise that 

receives equity investment. The relationship 

between the enterprises involved is established 

with the view to creating a long-term interest. FDI 

also has non-financial dimensions, such as 

management expertise, technology transfer, 

marketing and market access that are not usually 

associated with other forms of cross-border 

investment. Enterprises in a direct investment 

relationship are more likely to trade with each 

other. FDI tends to provide a stable source of funds 

during periods of market stress. 

3.8 An FDI relationship involves a direct 

investor, a direct investment enterprise, and 

sometimes a fellow enterprise. A direct investor is 

an entity or group of related entities that is able to 

exercise control or a significant degree of influence 

over another entity (the direct investment 

enterprise) that is a resident of a different 

economy. A direct investment enterprise is an 

entity subject to control or a significant degree of 

influence by a direct investor, obtained through 

holding 10 per cent or more of voting power. 

Although control is not required to establish an FDI 

relationship, very often the ownership of the voting 

power by the direct investor is above 50 per cent. 

Fellow enterprises do not meet the threshold of 

equity investment in each other (in most cases they 

have no equity interest in each other and may be 

involved in intercompany debt transactions), but 

are in a direct investment relationship because 

they have a common investor, who is a direct 

investor in at least one of them (not necessarily in 

Box 3.1.  Examples of identification of direct investment relationships under the framework of direct 

investment relationships (FDIR) 

A

Direct inves tor

B

Immediate s ubs idiary of A

C

Immedia te subs idiary of B

Subs idiary of A

G

Immediate associa te of A

I

Immediate a ssociate of G

Not a ffi l iated with A

H

Immediate s ubs idia ry of G

Ass ociate of A

F

Immedia te ass ociate of D

Not affi l i ated wi th A 

E

Immedia te subs idiary of D

Associate of A

D

Immedia te ass ociate of B

Associate of A 

K

Immediate a ssociate of H

Not a ffi l iated with A

J

Immediate s ubs idia ry of H

Ass ociate of A  

Each enterprise is resident in a different economy from the others. Shaded boxes are direct investment enterprises of the direct 
investor A (also shaded), so all are affiliates of each other. 

A subsidiary is a direct investment enterprise over which the direct investor is able to exercise control. 

An associate is a direct investment enterprise over which the direct investor is able to exercise a significant degree of influence, but 

not control. 
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both of them, because the direct investment 

relationship is confined to cross-border affiliations, 

so an investor resident in the same economy as 

one of the fellow enterprises is not a direct investor 

in that enterprise). The structural arrangements are 

often complex, and a single entity may be, at the 

same time, a direct investor, a direct investment 

enterprise, and a fellow enterprise in its 

relationships with other enterprises (see box 3.1). 

3.9 Under BPM6, data on direct investment 

are presented on an asset/liability basis (this basis 

is used for compiling the international economic 

accounts under BPM6) and can also be presented 

on a directional principle basis (this basis is usually 

preferred for analyses at sub-global levels, such as 

by individual country or industry). On the 

asset/liability basis, assets and liabilities are shown 

in the accounts on a gross basis: thus, a loan from a 

direct investment enterprise in country B to its 

direct investor in country A is recorded as the 

acquisition of an FDI asset by B on A. On a 

directional principle basis, data at high levels of 

aggregation are netted: thus, a loan from a direct 

investment enterprise in country B to its direct 

investor in country A is recorded as disinvestment 

by A in B. On this basis, data are shown separately 

for inward and outward direct investment. Inward 

direct investment includes assets and liabilities 

between resident direct investment enterprises 

and their direct investors (thus, any claims by the 

direct investment enterprise on the direct investor 

are netted out in the aggregate although the gross 

values are recorded). In addition, it includes assets 

and liabilities between resident and non-resident 

fellow enterprises if the ultimate controlling parent 

is non-resident. Outward direct investment 

includes assets and liabilities between resident 

direct investors and their direct investment 

enterprises (thus, any liabilities of the direct 

investor to the direct investment enterprise are 

netted out in the aggregate although the gross 

values are recorded). In addition, it includes assets 

and liabilities between resident and non-resident 

fellow enterprises if the ultimate controlling parent 

is resident. If the residence of the ultimate 

controlling parent is unknown, assets are treated as 

direct investment abroad and liabilities are treated 

as direct investment in the reporting economy. 

Several of the measurement challenges associated 

with direct investment exist only in connection 

with data that are on a directional principle basis. 

The terms “inward” and “outward” direct 

investment are often used when referring to this 

presentational basis. 

3.10 The number of economies reporting 

inward FDI positions to the IMF rose from 71 for 

end-1998 data to 101 for end-2009. The number 

reporting outward FDI positions also grew strongly, 

from 61 economies for end-1998 to 89 for end-

2009. Between these dates, the value of the global 

reported inward direct investment positions rose 

from $3,764 billion to $19,977 billion, and the value 

of reported outward direct investment positions 

grew from $4,647 billion to $19,983 billion. These 

increases in value captured not only the increase in 

the number of economies reporting, but also 

improved coverage and actual increases in 

investment by those who were already reporting. 

3.11 With regard to the top ten recipients of 

direct investment (inward FDI), the value reported 

rose from $3,010 billion for end-1998 to $11,785 

billion for end-2009, or to almost four times the 

end-1998 level (see table 3.1). The composition of 

the top ten changed substantially. Whereas the 

United States remained the top recipient 

throughout this time, with its inward direct 

investment almost tripling, Luxembourg and 

Mainland China gained prominence as recipients of 

direct investment, becoming second and sixth 

largest recipients of direct investment as at the end 

Table 3.1  Top ten recipients of inward direct investment - positions at end-1998 and end-2009, 

$ billions 

Economy 
Value of inward direct 

investment, end-1998 
Economy 

Value of inward direct 

investment, end-2009 

United States 920 United States       2,672  

France 548 Luxembourg       1,842 

United Kingdom       355 France       1,132  

Germany 252 United Kingdom             1,087  

China, P.R.: Hong Kong 225 Germany          999  

Belgium 180 China,P.R.: Mainland          997 

Netherlands 164 China,P.R.:Hong Kong          912  

Canada               143 Belgium          862 

Spain 118 Netherlands          651  

Australia            105 Spain          631  

Total of top ten 3,010 Total of top ten 11,785 
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of 2009, with stocks of $1,842 billion and $997 

billion respectively (neither of these economies 

produced estimates of their direct investment 

positions for end-1998). Spain saw the stock of its 

inward direct investment increase to almost five 

and a half times its end-1998 level, while Belgium, 

Germany, China Hong Kong SAR, and the 

Netherlands each saw the stock of their inward 

direct investment rise to four or five times the end-

1998 level. Canada and Australia dropped out of 

the top ten over that period. 

3.12 For direct investment abroad, the top 

ten direct investing economies (outward FDI) saw 

the value of their total investment more than 

triple, from $4,065 billion at end-1998 to $14,736 

billion at end-2009 (see table 3.2). The United 

States remained the top investing economy 

throughout this period. Its total direct investment 

abroad in 2009 was more than three times its 1998 

level. As with inward direct investment, one of the 

more striking changes between 1998 and 2009 was 

the emergence of Luxembourg as a major outward 

direct investor. (In 1998 it did not produce 

estimates of direct investment abroad. It is notable 

that Luxembourg is the home economy for a large 

number of SPEs that are engaged in pass-through 

finance - see Chapter 4 for an extensive discussion 

of SPEs.) Switzerland and the Netherlands saw the 

stock of their outward direct investment increase 

to more than four times the end-1998 level, and 

China Hong Kong SAR, Germany, and the United 

Kingdom all more than tripled their stock of direct 

investment abroad. Canada and Italy dropped out 

of the top ten, replaced by Luxembourg and 

Belgium. 

The statistical treatment 

recommended in international 

standards 

3.13 As noted earlier, direct investment is a 

balance of payments concept (as a functional 

category) as well as a category or component 

involving several areas of the national accounts. In 

the 2008 SNA, these include the treatment of the 

retained earnings of direct investment enterprises 

in the income and financial accounts, the recording 

of direct investment transactions as memorandum 

items in the financial account, and the separate 

identification of foreign-controlled enterprises in 

the non-financial corporations subsector and in the 

financial corporations subsector. 

3.14 Unlike most other institutional units, 

which retain all their saving, direct investment 

enterprises are deemed to retain only that portion 

of their saving that is not attributable to their direct 

investor(s). That is, direct investment enterprises 

are deemed to distribute their saving to their direct 

investors in proportion to the equity share held by 

the latter on the grounds that, given its influence 

on the direct investment enterprise, the direct 

investor makes the saving decision, not the direct 

investment enterprise. The (imputed) income flow 

from the direct investment enterprise to the 

investor is referred to as reinvested earnings and 

the counterpart imputation in the financial account 

is referred to as the reinvestment of earnings in 

BPM6. 

3.15 There is a parallel treatment in the 2008 

SNA. Reinvested earnings on FDI are identified as a 

separate category within the entrepreneurial 

income and allocation of other primary income 

account: 

“Retained earnings of a corporation or quasi-

corporation are equal to the distributable income 

less the dividends payable or withdrawal of income 

from the corporation or quasi-corporation 

respectively. If the foreign direct investment 

enterprise is wholly owned by a single foreign direct 

investor (for example, a branch of a foreign 

enterprise), the whole of the retained earnings is 

Table 3.2  Top ten providers of outward direct investment - positions at end-1998 and 2009, $ billions 

Economy 
Value of outward direct 

investment, end-1998 
Economy 

Value of outward direct 

investment, end-2009 

United States 1,196 United States            4,051  

France 747 Luxembourg            1,820 

United Kingdom       515 France            1,719  

Germany 365 United Kingdom                  1,659 

Japan                270 Germany            1,357 

Netherlands 229 Netherlands               951 

China, P.R.: Hong Kong 223 Switzerland                        841 

Switzerland          184 China,P.R.:Hong Kong               834 

Canada               171 Belgium               764 

Italy 165 Japan                              740  

Total of top ten 4,065 Total of top ten 14,736 
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deemed to be remitted to that investor and then 

reinvested, in which case the saving of the 

enterprise must be zero. When a foreign direct 

investor owns only part of the equity of the direct 

investment enterprise, the amount that is deemed 

to be remitted to, and reinvested by, the foreign 

investor is proportional to the share of the equity 

owned” (2008 SNA, paragraph 7.139). 

3.16 As a consequence of treating reinvested 

earnings as an income flow and reinvestment of 

earnings as a financial account flow, reinvested 

earnings are included in the calculation of GNI of 

the investor economy (positive) and the economy 

of the direct investment enterprise (negative). 

3.17 Reinvestment of earnings is not 

identified separately within the main body of the 

financial account in the 2008 SNA; it is included 

indistinguishably with equity (there are separate 

subcategories for listed shares, unlisted shares, and 

other equity in the 2008 SNA financial account). 

However, the 2008 SNA recommends that all 

financial account transactions in FDI be recorded as 

memorandum items to the account. Thus: 

“Transactions in financial assets and liabilities 

arising from the provision of, or receipt of, foreign 

direct investment are to be recorded under the 

appropriate categories: debt securities, loans, 

equity, trade credit or other. However, the amounts 

of foreign direct investment included within each of 

those categories should also be recorded separately 

as memorandum items” (2008 SNA, paragraph 

11.129). 

3.18 In addition, although not explicitly 

identified, direct investment positions (assets and 

liabilities) will be recorded within the instrument 

detail in the (national and sector) balance sheet 

accounts. Often, because of limitations in data 

sources and the difficulty in obtaining a market 

value in the absence of an observable price (much 

direct investment is 100 per cent owned by the 

direct investor), the value of direct investment 

equity is initially obtained at book value. 

Measurement problems 

3.19 There are a number of difficulties 

associated with measuring FDI. These include: 

a.  Identifying the units that meet the definition of 

direct investor, direct investment enterprise, and 

fellow enterprise.
7
 

                                                 
7
 For further detail, see the discussion of the framework for 

direct investment relationships in Chapter 6, section B in BPM6, 
and annex 4 of the OECD’s BD4. 

b. Differences in the level of consolidation 

between business registers, particularly where 

different registers are used for international and 

national accounts purposes. 

c.  Conducting a survey in such a way that the 

respondents provide data according to the 

concepts used in direct investment. 

d.  Ensuring that the direct investment equity 

position data reported by the direct investor are 

based on information from the books of the direct 

investment enterprise abroad. 

e.  Estimating reinvested earnings of direct 

investment enterprises, especially on a timely 

quarterly basis. 

3.20 The development of a business register 

that identifies whether or not an entity is in a direct 

investment relationship is an important step 

toward comprehensively identifying key units in 

direct investment relationships. Most business 

surveys that collect information feeding into the 

national accounts do not routinely collect 

information on whether an entity is in a direct 

investment relationship. To build a register that 

includes that information may require considerable 

effort. In addition, because much of the 

information (both financial and on equity holders) 

may not be routinely produced for any internal 

company purpose, it often takes persistence on the 

part of the statistical agency to obtain the 

information from the respondent. This is true even 

where data collection is supported by statutory 

provisions protecting the confidentiality of the data 

reported with substantial penalties for non-

response. 

3.21 A further complication may occur with 

regard to consolidation of statistical units, 

particularly where separate agencies have 

responsibility for compiling data for the 

international and national economic and financial 

accounts. This issue can even arise where a single 

agency has such responsibility but uses different 

registers for compiling data for the international 

and national accounts. In particular, for national 

accounts, countries often include each individual 

enterprise on their national registers. In contrast, 

for international economic accounts purposes 

(such as for measuring FDI flows and positions), 

countries often consolidate domestic units that are 

under common control for statistical purposes, in 

much the same fashion that a business 

consolidates business units for reporting to 

stockholders. As a consequence of these 

differences in consolidation, there may be 

inconsistencies between the international and 
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national economic accounts in classification by 

industry, domestic sector, etc. of direct investors, 

direct investment enterprises and fellow 

enterprises. Consistency units as described in the 

annexes to Chapter 2 may help here. 

3.22 It is also noteworthy that, even within 

the international economic and financial accounts, 

the degree of consolidation can affect whether a 

given statistical unit is recorded in inward or 

outward FDI.
8
 This is because consolidation may 

affect whether or not a given unit is a fellow 

enterprise. This is significant because, under the 

new international statistical standards, a fellow 

enterprise is recorded in inward (or outward) FDI 

stocks or flows of the country in which it is 

resident, depending upon the location of its 

ultimate controlling parent. Specifically, under the 

new standards, a given resident fellow enterprise’s 

stocks and flows vis-à-vis its non-resident fellow 

enterprises are recorded in outward FDI if the 

resident enterprise’s ultimate controlling parent is 

a resident, and are included in inward FDI if the 

resident enterprise’s ultimate controlling parent is 

a non-resident. (As noted earlier, if the residence of 

the ultimate controlling parent is unknown, assets 

are classified as direct investment abroad and 

liabilities are classified as direct investment in the 

reporting economy.) By contrast, a resident direct 

investor’s stocks and flows vis-à-vis its direct 

investment enterprises abroad are always recorded 

in outward FDI, and a resident direct investment 

enterprise’s stocks and flows vis-à-vis its non-

                                                 
8
 Presentations of data on direct investment are on an 

asset/liability basis in compiling the international economic and 

financial accounts under BPM6, and these data can also be 
presented on a directional principle basis for further analytical 
purposes. 

resident direct investor are always recorded in 

inward FDI. 

3.23 Identifying fellow enterprises is 

particularly difficult, because the concept is not 

based on an equity holding of one fellow enterprise 

in another.  

3.24 A common situation involves the 

following. In chart 3.1, enterprise A (in economy 1) 

holds all the equity in enterprise B (in economy 2) 

and in enterprise C (in economy 3). Thus, 

enterprise A is a direct investor in direct 

investment enterprises B and C. Enterprise C raises 

funds on international financial markets and lends 

them to enterprises A and B. If the compiler in 

economy 3 approaches enterprise C to collect data 

on FDI, it has to be explained that the loan by 

enterprise C to enterprise B should be recorded in 

FDI, even though enterprise C owns no equity in 

enterprise B. Similarly, the compiler in economy 2 

has to be very careful to explain that the lending to 

enterprise B should be recorded in FDI.
9
 Indeed, 

enterprise C’s lending to enterprise A is also FDI 

(referred to as “reverse investment”), because all 

equity and debt positions between related entities 

are recorded in FDI (except where both parties are 

certain types of financial intermediary). These 

aspects of the definition of FDI are not 

straightforward, and it can be difficult to convert 

the definition into survey report questionnaires, or  

                                                 
9
 Positions between enterprises B and C are recorded in FDI 

because both of these enterprises are under the control or 
influence of the same direct investor (enterprise A). 

Chart 3.1  Direct investor (enterprise A) and its two direct investment enterprises (enterprises B and C) 

350 debt i ss ue on

internationa l  

financia l  markets

(unrelated enti ties) 

Economy 3 

250 loan

100 loan

2 equity

(100 per cent)

50 equity

(100 per cent)

A

Economy 1

Economy 2 

B

C

 



MULTINATIONAL ENTERPRISES, FOREIGN DIRECT INVESTMENT AND RELATED INCOME FLOWS  

 33 

to collect and compile data that are fully consistent 

with the definition. 

3.25 Another statistical challenge is that 

information on equity holdings is often not 

recorded on the same basis by the direct investor 

and its direct investment enterprise. There are 

several reasons for this, of which the following are 

important. First, while the direct investment 

enterprise will record its accumulated retained 

earnings as part of owners’ equity, it is not 

uncommon for the direct investor to record its 

investment in the direct investment enterprise at 

acquisition price, with no further adjustment. A 

second reason is that, whereas the direct 

investment enterprise may adjust its assets and 

liabilities to reflect current market prices or 

exchange rates, with the concomitant adjustment 

to owners’ equity, these adjustments may not be 

included in the books of the direct investor. Data 

from the books of the direct investment enterprise 

are preferred in compiling estimates of 

international investment positions or national 

balance sheets in the international and national 

economic accounts, because these books reflect 

values that are more consistent with the market 

value principle that is preferred in compiling both 

sets of accounts. 

3.26 For many enterprises, information on 

reinvested earnings is available only after a very 

long delay, and then sometimes only for annual 

data. As a result, early estimates are subject to 

considerable change when more complete data 

become available. This is particularly true for 

quarterly estimates. Some countries may divide by 

four the reinvested earnings for the most recent 

year for which data are reasonably comprehensive, 

and carry this forward for several quarters. In some 

cases, this had led to the same estimate for up to 

seven quarters. Because of the link between 

reinvested earnings and GNI, the long lag and 

potentially large revisions to reinvested earnings 

can lead to substantial revisions to GNI. 

Proposals for operational treatment 

in the accounts 

3.27 Much work is being done to help address 

some of the problems in identifying direct 

investment entities and the collection of the data 

on a consistent basis. For example, a project to 

exchange confidential data on FDI transactions 

within Europe has been launched, and major 

efforts are under way worldwide to improve the 

compilation of data on FDI that are consistent with 

the revised standards, and an OECD Working Group 

on International Investment Statistics is studying 

the financing of MNEs and working on harmonizing 

and integrating data on the activities of 

multinational enterprises (AMNE statistics – see 

further below) and FDI statistics. In addition, of 

particular significance, the IMF, in conjunction with 

its inter-agency partners – the ECB, Eurostat, the 

OECD, the United Nations Conference for Trade 

and Development (UNCTAD), and the World Bank – 

has launched the 2009 Coordinated Direct 

Investment Survey (CDIS). 

3.28 The CDIS has attracted considerable 

support.
10

 Seventy-two jurisdictions provided 

preliminary results for the first CDIS, as of end-2009 

(see annex 3.1). The purpose of the CDIS is to 

improve the quality of direct investment position 

statistics in the international investment position, 

with a breakdown by immediate counterpart 

economy. Specifically, the objectives of the CDIS 

are to collect, with a measurement date of end-

December 2009, and annually thereafter 

“comprehensive and harmonized data on direct 

investment positions, broken down between equity 

and debt, with debt further broken down between 

claims and liabilities, by economy of direct investor 

(for inward direct investment), or of direct 

investment enterprise (for outward direct 

investment).”  

3.29 The CDIS requests data for both inward 

and outward FDI positions. The valuation principles 

employed are in line with BPM6. For debt positions 

(except for debt securities), nominal value is 

recommended. For debt securities, the market 

price is recommended. For equity for listed 

enterprises, the quoted market price is 

recommended. For unlisted enterprises, it is 

recommended that direct investment equity 

position data be reported on an “own funds at 

book value” (OFBV) basis. OFBV reflects the value 

of the enterprise as recorded in the books of the 

direct investment enterprise, which is the sum of (i) 

paid-up capital (excluding any shares in issue that 

the enterprise holds itself, and including share 

premium accounts); (ii) all types of reserves 

identified as equity in the enterprise’s balance 

sheet (including investment grants when 

accounting guidelines consider them company 

reserves); and (iii) cumulated reinvested earnings 

(which may be negative), which would take into 

account charges for consumption of fixed capital. In 

BPM6, OFBV is an acceptable proxy for market 

value. In this manner, the value of the investment 

as reported by the direct investor will be on the 

                                                 
10

 A Guide on the CDIS, as well as collected data and metadata 
may be found on the CDIS website: http://cdis.imf.org/  
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same basis as that reported by the direct 

investment enterprise. 

3.30 A number of tools and guides have been 

developed to address the measurement problems 

noted earlier. In particular, the CDIS Guide contains 

information on how to build an FDI survey mailing 

list, how to conduct a survey, how to ensure that 

data are reported consistently based on the books 

of the direct investment enterprise, etc. The IMF 

has also developed model survey forms covering 

inward and outward FDI which countries can adapt 

for their own individual data collections.  

3.31 Preliminary data for end-2009 were 

requested by the IMF by the end of September 

2010 and were released in December 2010. (This 

initial release of results included some data that 

arrived in December 2010.) Revised end-2009 data 

were requested by the IMF by the end of March 

2011 for publication in mid-2011.  

3.32 In addition to the data, participants were 

asked to provide metadata and indicate what 

improvements have been introduced as a result of 

conducting the CDIS. Sixty-three jurisdictions 

responded to the metadata questionnaire. 

3.33 In regard to challenges associated with 

estimating reinvested earnings on a current basis, 

some useful techniques are expected to be 

provided in a new Balance of Payments 

Compilation Guide. For example, one useful 

estimation technique is to construct ratios of 

period-to-period change using data from 

enterprises that can report timely quarterly data, 

and to use these ratios to estimate data for 

enterprises that are unable to report these data on 

as timely a basis. More specifically, data on total 

direct investment earnings, or on direct investment 

distributed earnings (and, through subtraction, 

data on direct investment reinvested earnings) for 

the universe of all direct investment enterprises 

can be generated by constructing ratios of the 

period-to-period change in earnings (and of the 

period-to-period change in distributed earnings) for 

enterprises that are able to report these data and 

applying them to data for enterprises which cannot 

report these data. Similarly, ratios can be used to 

produce quarterly estimates from annual data. 

More specifically, quarterly estimates for 

enterprises that are able to report only annual data 

can be developed with reference to the quarterly 

pattern reflected in the data of those enterprises 

that are able to report this information. Different 

ratios can be constructed for different geographical 

regions or industrial sectors, so that the ratios 

applied fit the population that is being estimated. 

European initiatives to improve 

data quality on direct investment 

3.34 Many of the problems indicated above 

are clearly evident in bilateral data (in particular for 

transactions) within the European Union. To 

address these problems, member states, the ECB 

and Eurostat have initiated two significant projects. 

3.35 The first is the FDI network. The EU 

member states have agreed to exchange 

confidential microdata on large transactions. In this 

way, data are reconciled and reported consistently 

by both parties, rather than on an ad hoc basis as 

had been the former practice. An improvement in 

data on FDI can be expected as the bilateral 

asymmetries should be reduced. 

3.36 Another initiative is the creation of the 

EuroGroups Register (EGR). The purpose of the EGR 

is to create a business register of all the major MNE 

groups with operations in Europe (EU and 

European Free Trade Association countries) with 

their constituent units, i.e. legal entities and 

enterprises, as well as information on the ultimate 

controlling investor. The current fragmented 

picture has increasingly led to harmonization 

problems for statistics, including direct investment. 

The EGR is intended to be a unique frame and to 

form the basic tool for improving statistics. The 

EGR already contains results for approximately 

10,000 MNEs. Its full implementation is expected in 

2013. The ECB is developing a similar register of 

financial conglomerates. 

3.37 The aim of these initiatives is 

comprehensive and consistent reporting to 

national authorities. These initiatives are still 

evolving but progress to date has been good.
11 

Recommended future work on the 

issue 

3.38 With continued strong international 

support for the CDIS and related initiatives, the 

quality of data on FDI used in both the 

international and national economic and financial 

accounts will be substantially improved. For 

example, improved data collection by a country, as 

well as the availability of bilateral counterpart data 

(mirror data) from other countries participating in 

the CDIS, will improve coverage and consistency of 

balance sheet information for both equity and debt 

                                                 
11

 These initiatives could help address challenges that compilers 
face in identifying detailed characteristics of direct investment 

positions, such as debt maturity. Such characteristics can be 
difficult to record correctly, because changes in them may occur 
frequently. 



MULTINATIONAL ENTERPRISES, FOREIGN DIRECT INVESTMENT AND RELATED INCOME FLOWS  

 35 

(assets and liabilities), and there will be benefits to 

the flow accounts as well. Indeed, the CDIS Guide 

identifies a number of income and financial 

account items that countries may choose to collect 

as part of the CDIS (these additional items will not 

be reported to the IMF). These include data on all 

aspects of direct investment income (interest, 

dividends, and reinvested earnings) and financial 

account transactions by instrument. The availability 

of mirror data can help a country to target areas 

where its own data may be weak. 

3.39 A further benefit from CDIS participation 

may be improvement in the quality of data on 

foreign-controlled enterprises—such as AMNE 

statistics on the activities of multinational 

enterprises, and the closely related foreign 

affiliates statistics (FATS) and data on the foreign-

controlled sector in the national accounts.
12

 As 

noted earlier, an OECD Working Group on 

International Investment Statistics is studying the 

financing of MNEs and working on harmonizing and 

integrating AMNE and FDI statistics. 

3.40 The work under way in various task 

forces and statistical committees should also  

                                                 
12

 AMNE statistics cover a range of variables on the overall 
activities of direct investors and their foreign-controlled 
enterprises, such as sales, gross output, value added, and 

number of persons employed. They exclude data that are 
classified in direct investment, portfolio investment, or 

elsewhere in the international financial accounts, as well as data 
on associates. FATS describe the overall activities of foreign-
controlled enterprises in the compiling economy (inward FATS) 

and of foreign affiliates controlled by resident enterprises 
(outward FATS). The main characteristics are number of 
enterprises (affiliates), sales and number of persons employed; 

they are broken down by economic activity of the affiliate and 
by country of the (ultimate) parent in inward FATS or by country 

of the affiliate in outward FATS. FATS exclude data on activities 
of direct investors and on associates. AMNE and FATS include 
data on the overall activities of directly and indirectly owned 

direct investment enterprises that may not be fully reflected in 
FDI statistics. AMNE statistics also provide data on the activities 
of the parent companies. 

further improve the quality of FDI data used in the 

macroeconomic accounts. The consolidation issue 

that was described above will be taken forward to 

and examined by these groups. In particular, work 

has been conducted in European task forces and 

statistical committees where FDI issues have been 

studied, and the IMF is looking at direct investment 

issues as part of its work programme on the BPM6 

Compilation Guide. The OECD has set up a network 

of investment experts, and, as noted above, under 

a joint ECB/Eurostat initiative and in close 

cooperation with FDI compilers in EU member 

states, the FDI network is expected to improve FDI 

data by facilitating a secure exchange of 

information on large transactions between national 

compilers. 

3.41 The CDIS and these other international 

efforts have received strong support, and further 

progress is expected in the months ahead. As the 

CDIS will be conducted annually, the 2009 CDIS will 

be the first in a series of annual surveys that will 

sharpen understanding of cross-border investment 

and substantially improve the data used in the 

economic accounts.  
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Annex 3.1 

List of countries contributing to the December 2010 release of CDIS results 

 

Armenia 

Australia* 

Austria* 

Bahrain, Kingdom of 

Bangladesh 

Barbados 

Belarus 

Belgium* 

Bolivia 

Bosnia and Herzegovina 

Botswana 

Bulgaria 

Canada* 

Chile* 

China, P.R.: Hong Kong 

China, P.R.:Macao 

Costa Rica 

Croatia 

Cyprus 

Czech Republic* 

Denmark* 

El Salvador 

Estonia* 

Finland* 

France* 

Germany* 

Greece* 

Hungary* 

Iceland* 

Indonesia 

Ireland* 

Italy* 

Japan* 

Kazakhstan 

Korea, Republic of* 

Kyrgyz Republic 

Latvia 

Lithuania 

Luxembourg* 

Malaysia 

Malta 

Mexico* 

Mongolia 

Morocco 

Mozambique 

Nepal 

Netherlands* 

New Zealand* 

Nigeria 

Norway* 

Pakistan 

Panama 

Peru 

Philippines 

Poland* 

Portugal* 

Romania 

Serbia, Republic of 

Singapore 

Slovak Republic* 

Slovenia* 

South Africa 

Spain* 

Sweden* 

Switzerland* 

Thailand 

Turkey* 

Uganda 

Ukraine 

United Kingdom* 

United States* 

Zambia 

 

* Indicates that the country is an OECD member and reports FDI statistics also to the OECD. 
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Annex 3.2 

Russian Federation: estimating reinvested earnings, and the treatment of 

production-sharing agreement projects 

 

Methodological principles used in the 

Russian Federation for estimating 

reinvested earnings from direct 

investment in non-banking corporations13 

Methodology 

3.2.1 Reinvested earnings of direct investment 

enterprises cover earnings on equity accruing to 

direct investors less distributed earnings. 

Reinvested earnings are calculated on a 

consolidated basis. Calculations take into account 

net operating income as defined under the current 

operating performance concept (COPC), excluding 

(among other things) revaluations, write-offs, and 

provisions. 

                                                 
13

 The following describes aspects of the methodology followed 

by the Central Bank of the Russian Federation in compiling the 
balance of payments. ROSSTAT also compiles FDI statistics. The 
two sources are not fully consistent. 

 

Coverage 

3.2.2 Reinvested earnings are compiled for 

enterprises in which a non-resident investor has 

voting equity participation of 10 per cent or more. 

There may be indirect ownership through a chain 

of direct investment enterprises. (Income of banks 

may contribute to reinvested earnings if a resident 

non-banking enterprise in which a non-resident 

holds a direct investment interest is among their 

owners.) 

Calculation and estimation 

3.2.3 Reinvested earnings are computed using 

financial statements prepared in accordance with 

International Financial Reporting Standards (IFRS)  

Table 3.2.1  Macroeconomic indicators used to estimate reinvested earnings 

Industry Factors Data source 

oil price index 
Ministry of Economic Development, Federal 

Customs Service 
oil production 

oil output index 
Ministry of Economic Development, 

Petroleum Argus agency, Reuters 

natural gas  gas price index 
Ministry of Economic Development, Federal 

Customs Service 

ferrous metallurgy metal price index 

Federal State Statistics Service, MEPS 

(International) Ltd. global steel price forecast 

(all products composite) 

non-ferrous metallurgy 
metal price index based on the company’s 

core activity 

Federal Customs Service, IMF WEO Economic 

Indicators and Main Assumptions, London 

Metal Exchange quotations 

machine-building 
rate of growth in the output of machinery 

and equipment 

Federal Customs Service, IMF WEO Economic 

Indicators and Main Assumptions 

communications 
rate of growth in paid services to 

households 

Ministry of Economic Development, Federal 

State Statistics Service 

financial intermediation rate of growth in main indices covering 

the banking sector  

Credit institutions’ financial statements 

submitted to the Bank of Russia, SKRIN, 

SPARK databases 

other GDP growth rate 
Ministry of Economic Development, Federal 

State Statistics Service 
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or the US Generally Accepted Accounting Principles 

(US GAAP). Since IFRS and US GAAP reports are 

published only after 3-6 months, indicators for the 

reporting period are calculated on the basis of 

previous periods.  

3.2.4 A number of macroeconomic indicators 

are used to estimate reinvested earnings. The units 

are broken down by their own industry 

classification or that of their subsidiaries and 

associated companies. Table 3.2.1 provides more 

detailed information on the indicators used. 

3.2.5 These factors are used if they are found 

to be correlated with trends in enterprises’ 

financial results. Otherwise the indicator is 

calculated by means of other statistical methods 

(trend analysis, for example). 

3.2.6 Once corporate financial statements 

have been published, the actual data are used. 

Methodological principles for estimating 

the effects of production-sharing 

agreement projects on the Russian 

Federation’s external sector statistics  

3.2.7 In the balance of payments framework, 

an institutional unit is a resident of the economic 

territory in which it engages in economic activities 

and transactions on a significant scale. Specific 

types of enterprises are established by non-

resident companies with the purpose of 

implementing production-sharing agreements 

(PSAs) in accordance with Federal Law No 225 of 30 

December 1995. A PSA is an arrangement between 

government and one or more investors which 

governs mineral resources exploration and 

production rights. The investors implement all 

specified works on their own account and at their 

own risk. The procedure for allocating production 

between contracting parties is also set out in each 

PSA. The Law treats PSAs as non-resident units. 

However, since they serve as a channel for FDI in 

the oil and gas sector, for statistical purposes these 

enterprises are treated as residents of the Russian 

Federation.  

3.2.8 In the absence of timely statistical 

reports by participants in PSA projects, the Central 

Bank of the Russian Federation has developed a 

methodology for estimating transactions under 

PSAs,
14

 based on the principles described in the 

OECD’s BD4 (paragraph 328) as well as in the US 

GAAP (Accounting standards No. 2010-03, 

                                                 
14

 The detailed report of the Ministry of Energy of the Russian 

Federation providing useful information on the PSAs’ 
transactions in the previous year becomes available in the 
following August at the earliest. 

Extractive activities (Oil and Gas) (Topic 932): Oil 

and Gas Reserve Estimation and Disclosures
15

). 

3.2.9 For the international investment 

position, the Central Bank of the Russian 

Federation determines stocks by discounting future 

cash flows at a standardized rate taking into 

account estimated changes in production costs on 

the basis of the latest approved budget, market 

prices, taxes, delivery contracts and proven oil and 

gas reserves. Calculations are conducted on a 

quarterly basis which allows market fluctuations to 

be taken into account. The fixed discount rate of 15 

per cent
16

 a year is the estimated internal rate of 

return on the contract date, based on forecasts of 

future gross revenue and costs of acquiring 

property, development and production costs and 

tax expenses, taking into account the timing of 

future flows. Oil and gas price forecasts are 

projections by the Ministry of Economy and 

Development of the Russian Federation; for the 

fourth year onwards the average actual price for 

the previous 12 months is used. 

3.2.10 Quarterly information on the volume of 

production, the expenses of investors and prices is 

regularly available for balance of payments 

purposes. The model used to estimate the  end-

quarter position and the fixed discount rate is 

applied to compute the accrued income, which is 

split into income paid out and reinvested earnings. 

Income and earnings are recorded as accruing 

continuously. Earnings after deducting amounts 

payable to the government and royalties are 

divided into income paid and an element 

considered to represent withdrawal of investment. 

Investor’s quarterly expenses are treated as 

additional investment. Stocks at the end of the 

period are calculated by cumulating flows. The 

margin between stocks calculated this way and 

stock computed by discounting future net cash 

flows is considered to be “other price changes” in 

the international investment position. 

3.2.11 Estimates for the previous period are 

adjusted in the light of a report by the Ministry of 

Energy of the Russian Federation on the results of 

PSA operations. 

                                                 
15

 These standards are used for financial statements of Russian 

oil and gas producing enterprises (for example, LUKOIL). 
 
16

 The US GAAP discounts future capital flows relating to US 

enterprises’ oil and gas production at a 10 per cent fixed rate. In 
Russia, the average profitability of oil and gas projects is 15 per 
cent (see Lavlinskii, 2007 ). 




