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Extra-EU foreign direct investment positions, by partner, EU-28, 2017
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Extra-EU foreign direct investment positions, by economic activity, EU-28, 2016
(% of all economic achlies)
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Foreign Direct Investment, percent of GDP, 2019
(percent, Source: The World Bank, TheGlobalEconomy.com)

1. Cyprus

2. Malta

3. Singapore
4. Mongolia
5. Hong Kong
6. Seychelles
7. Cambodia 8
3. Estonia 23
9. Panama DB
10. Serbia 33
27

11. Montenegro

12. Albania 91
13. Georgia 15
14. Fiji 83
15. Cape Verde .31
16. Moldova 1.96
17. Lesotho .78
18. Israel .61
19. Sweden .56
20. Colombia .48
21. Brazil .27
22. Costa Rica 1.06
23. Uzbekistan 3.95
24 Honduras 3.81
25. CZech Rep. 3.79
26. Hungary 3.78
27. Macedonia 3.76
28. Uganda 3.68
29. Portugal 3.48
30. Domin. Rep. 3.18
31. Azerbaijan 3.13
32. Netherlands 3.09
33. Finland 3.08
34, Eqypt 297
J5. Austria 294
J6. Swaziland 2.90
37. Australia 277
J8. Brunei 277
J9. Romania 276
40. El Salvador 2.68
41. Latvia 264
42 Tajikistan 262
43. Bosnia and Herz 2.58
44 Canada 258
45. Slovenia 257
46. Poland 2.54
47. Lithuania 2.50
48. France 2.47
49. Mexico 230
50. Bulgaria 2.21
51. Greece 2.20
52. Indonesia 2.20
53. Slovakia 219
54. Solomon Isl. 212
55. Zambia 2.09
56. Philippines 2.03
57. Belarus 202
58. Kazakhstan 1.99
59. Ukraine 1.98
60. Croatia 1.94
61. New Zealand 1.91
62. Russia 1.87
63. Armenia 1.86
64. Suriname 1.83
65. India 1.76
66. ltaly 1.46
67. USA 1.45
68. Argentina 139
69. Morocco 135
70, Uruguay 134
71. Germany 133
T2. 5pain 133
73. South Africa 132
74. Guatemala 1.26
75. Thailand 1.16
T6. Turkey 112
77. China 1.09
78. Paraguay 1.02
79. UK 0.96
80. Ecuador 0.90
81. Pakistan 0.80
82. Japan 0.73
83. South Korea 0.64
4. Saudi Arabia 0.58
85. Bangladesh 0.53
86. Norway 0.44
87. Afghanistan 012
88. Namibia -0.10
89. Bolivia -0.39
90. Irag -1.29
91. Qatar -1.53
92. lceland -1.80
93. Denmark -1.86
94 switzerland -2.61
85. Angola -4 .33
96. Belgium -639
87. Ireland -20.39
-2039 9 38.3 677  97.05

source: TheGlobalEconomy.com, The World Bank, TheGlobalEconomy.com



Investment has Different Meaning
Definition

" Investment involves employment of funds with the
aim of achieving additional income or growth in
values.

" Lending money to another [interest]
" Purchasing of gold[value appreciation]

" Purchase of insurance plan[promised future
benefits]

The essential quality of an investment is that 1t involves

waiting for a reward



Different Definitions for Investment
Investment may be defined as...................

“a commitment of funds made in the expectation
of some positive rate of return” OR

itcanbe definedas....................

“a sacrifice of current money or other resources
for future benefits”.



Expectation of return 1s an essential element of
Investment

" Return 1s expected to be realized 1n future

" Future 1s uncertain

" Expected return > realized return - variation
" Variation 1n imcome 1s risk



Numerous avenues of investment are available today,
such as,

" Non marketable financial assets
" Bonds

" Mutual fund schemes

= Real assets

= Equity shares

= Life mnsurance policies

" Financial derivatives and

= Precious objects



Financial Meaning of Investment

® commitment of a person’s funds to derive future
income or appreciation in the value of their capital.

® Future income may be
v'Interest
v'Dividend
v’ Premiums

v'Pension benefits
® Purchasing of shares/debentures
B Post office saving certificates

® [nsurance policies



Economic Meaning of Investment

® net addition to the economy’s capital stock which
consists of goods and services that are used 1n
the production of other goods and services.

® Formation of new and productive capital

» New construction
»Plant and machinery
» Inventories

® All these investments generate physical assets



Characteristics of Investment

All mmvestments are characterised by certain features.

* Returns

" Risk

= Safety

* Liquidity

* Tax Shelter



Return
Returns depends upon
" nature of the investment
" the maturity period

= host of other factors

Received return in the form of

Yield[dividend or interest] + capital
appreciation|difference between sales price and
purchase price]



Risk
® Risk is inherent in any investment.

B Risk and return of an investment are related.
" the higher the risk, the higher is the return.

" Risks may be
v'Loss of capital
v'Delay in repayment
v"Non-payment of interest
v'Variability in returns



Risk ContinueS.....cc.....

Risk of an investment depends on the following
Factors

= Maturity period

" The lower credit worthiness

= Nature of the investment eg. Equity shares carry
higher risk and debt instruments bond/debentures
carry lower risk compare with equity.



Safety
= Every investor expects to get back his capital on
maturity without loss and without delay

" Safety is another feature which an investor

desires for his investments

" safety implies the certainty of return of capital
without loss of money or time.



Liquidity

An investment which is easily saleable or
marketable

= without loss of money
= without loss of time

is said to be possess liquidity.



Tax Shelter
Tax benefits are in the following three kinds

< Initial tax benefit
“ Continuing tax benefit

< Terminal tax benefit



Initial tax benefit

The tax relief enjoyed at the time of making the

Investment.

Continuing Tax benefit

A continuing tax benefit represents the tax shield
associated with the periodic returns from the
Investment.




Terminal Tax benefit

Relief from taxation when an investment is realized
or liquidate

Ex:
withdrawal from a public provident fund
account is not subject to tax



Objectives of Investment
Each investor tries to maximise his welfare by
choosing the optimum combination of risk and
expected return 1in accordance with his preference and
capacity.

Investors’ objectives
B Maximisation of return
B Minimisation of risk

® Hedge against inflation



" Savings kept as a cash are barren(unproductive)
" Don't earn anything

B Loses its value due to rise in prices, since
inflation erodes the value of money

B If the investment can not earn as much as the
rise in prices, the real rate of return would be
negative



Actual return realized from an investment may
different from the expected return — risk

" Government securities- low risk|practically risk
free]

" Debentures and preference shares-medium risk

® Equity shares- high risk



Attitude towards risk

Some investors are risk averse

Some investors have affinity to risk

® Risk bearing capacity of an investor is a function of his
income

" A person with higher income is assumed to have a
higher risk bearing capacity

Each investor tries to maximise his welfare by choosing the
optimum combination of risk and expected return in

accordance with his preference and capacity



Investment & Speculation

Investment and speculation are closely related.

Both involve purchase of assets-shares & securities.

B Risk
® Capital Gain

® Time period



Risk
B It refers to the possibility of incurring a loss in a
financial transaction

® High return is associated with higher risk

® Investor : commits his funds in low risk
investment

® Speculator: commits his funds to higher risk
investment to achieve high returns



Capital Gain

® Speculator achieve profits through price changes
— capital gains

® He is interested in capital gain rather than
income from an investment

® Purchase of securities proceeded by
proper investigation and analysis to receive
stable income & capital appreciation



Capital gain ---continues/

® Speculation associated with buying at lower price
and selling at higher price to make large capital
gain

® Speculator engages in frequent buying and
selling transaction



Time period
" Investment is long-term in nature — waiting for

returns at consistent basis

® Speculator is interested in short term trade gain
Through buying and selling of instruments

" Both investment and speculation aim at good

returns but the difference is motives and
methods

Investment some times described as a well
srounded and carefully planned speculation



Investment & Gambling

® Gambling is quite the opposite of investment.
Typical examples are horse races, card games,
lotteries, etc.

® It consists in taking high risks not only for high
returns, but also for thrill and excitement.

® ]t is unplanned and non scientific

" In gambling artificial and unnecessary risks are
created fro increasing returns



® But an investment is carefully planned, evaluated
® Allocate funds to various investment
® Concentrate on safety

" Expecting moderate and continuous return for
increasing the returns



Model questions

4. What are the characteristics that an investor
would like to have in an investment option?
Explain each of these characteristics.

6. “investment is well — grounded and carefully
planned speculation” .Discuss
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