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GLOBAL TRENDS IN FDI AND THEIR IMPLICATIONS FOR
DEVELOPMENT

In recent decades, an important and defining feature of forming the world
economic system is economic globalization, against which there is an active search
for competitive models of national economies that would meet modern challenges of
combining global trends and development patterns with national interests and goals.
As the processes of the world economy globalization have contributed to a dramatic
increase in capital mobility and the intensification of international investment,
studying and modelling of the globalization effect on the flows and structure of
foreign investment are extremely relevant.

The formation of the metaspace in the conditions of forming and functioning
of transnational financial and other networks formed on the basis of international
capital flows, should be distinguished among the main manifestations of
globalization. As a result, the manifestations of globalization for specific economic
entities depend on the extent to which the carriers of capital flows — international
companies — have diversified their revenues and placed their own assets in different
countries in order to increase exports of goods and services and to use local
advantages [1, p. 22].

The level of national investment risk is also an important factor in attracting
foreign direct investment. Based on measurement of investment risk for different
countries and the extended gravity model, the influence of national investment risk
on foreign direct investment is discussed. Investment risks in various countries are
totally different and instable because of the complexity of international situation. The
market size of the host country, bilateral investment agreements, resource
endowments and tax burden levels can also significantly affect foreign direct
investment [2].

While maintaining the leadership of the developed countries, the FDI
geography has significantly changed in favour of developing countries. This can be
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explained by their active involvement in various international activities and a number
of geopolitical and trade risks. Since 2009, developing countries have been increasing
their potential to attract FDI and may acquire the status of a leader in terms of
investments attracted in the next 5-10 years.

The development of the international investment under the influence of global
transformations should be divided into three conditional waves, in fact, with a 7-year
period of changes, except for the last continuing till nowadays. The first wave of
investment inflows is a period of stable growth from 1994 to 2001, characterized by
a sixfold increase in FDI (from 278.76 billion US dollars to 1569 billion US dollars
in 2000) and the beginning of short-term decline to 895.37 billion US dollars in 2001.
The second wave of investment inflows is a period of rapid growth from 2002-2003
to 2008, characterized by more than a fourth fold increase in FDI (from 737.03 billion
US dollars to 3,136.1 billion) and a two-year decline to 1,447.4 billion US dollars in
2009. The third wave of investment inflows can be divided into 2 periods. The first
period took place from 2009 to 2014, with a gradual recovery from the previous wave
and 2184.5 billion US dollars FDI in 2013. The second period is the growth of FDI
during 2014-2016 and a sharp decline during 2017-2018. In 2018, FDI was much
lower than in the beginning of this period and even lower than in the post-crisis
period in 2009 [3].

Structure and dynamics of the FDI movement shows a special role of public
policy of countries in shaping the investment attractiveness of their own economy.
We should note that the distribution of the global FDI flows is based on the factor of
investment attractiveness of countries. This is especially important in the context of
globalization of the world economy and profound structural changes occurring under
the influence of technological innovations, and requires all countries to mobilize their
own resources and capabilities.

Thus, liberalization of international capital movements, the intensification of
FDI flows are important factors of the globalization of the world economy, since in
the conditions of uneven distribution of capital in the world economy, open access
to additional financial resources for developing countries, and gives additional
opportunities for productive use of surplus capital using the advantages of local
markets in the host countries, for the developed countries. At the same time, it has
been proven that FDI contributes to the development of stable and long-term
economic relations between countries.
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