B. TRENDS IN INTERNATIONAL TRADE AND INVESTMENT

B.7. Investment income flows

Investment income relates to all three categories of
investment: portfolio investment, direct investment
and other investment. Since 1997, the United States
has generated the largest net income (credits minus
debits) in absolute value. The bulk of US income stems
from direct investment and, to a lesser extent, from
other investment, whereas net income from portfolio

in 2008 by the United States and the United Kingdom
amount to only 0.9% and 2.7% of their respective GDP.
In 2008, Japan, with 3.1%, had the largest positive net
investment income relative to GDP, followed by Sweden
(2.3%), Denmark (2.1%) and Germany (1.7%).

The largest net investment loss in 2008, relative to

investment is negative. GDP, was incurred by Ireland (-14.4%).
The United Kingdom generates the second largest

investment income derived exclusively from direct

investment; net income from both other investment  SOUFCeS

categories is negative. The same holds true for France. ~ * International Monetary Fund, Balance of Payments
Japan’s overall positive income is attributable to Statistics.

portfolio investments and Germany’s to other ¢ OECD, National Accounts of OECD Countries Database,
investment. Since 2005 Canada has recorded net December 2009.

losses on all three categories of investment. .
For further reading

¢ International Monetary Fund (1995), Balance of Payments
Manual, 5th edition (BPMS5).

If net investment income is compared not in absolute
value but relative to countries’ GDP, the gains recorded

Investment income

Investment income - property income in the System of National Accounts (SNA) — covers income derived from a
resident entity’s ownership of foreign financial assets. The most common types of investment income are income
on equity (dividends) and income on debt (interest). Dividends, including stock dividends, are the distribution of
earnings allocated to shares and other forms of participation in the equity of incorporated private enterprises, co-
operatives and public corporations. Interest, including discounts in lieu of interest, comprises income on loans
and debt securities (i.e. such financial claims as bank deposits, bills, bond notes and trade advances). Net interest
flows arising from interest rate swaps also are included. The components of investment income are classified as
direct investment, portfolio investment and other investment income.

Direct investment income is broken down into income on equity (dividends, branch profits and reinvested earnings)
and income on debt (interest).

Portfolio investment income comprises income transactions between residents and non-residents and is derived
from holdings of shares, bond notes and money market instruments, and associated financial derivatives. It is
broken down into income on equity (dividends) and income on debt (interest).

Other investment income covers interest receipts and payments on all other resident claims (assets) on and liabilities
to non-residents respectively. This category also includes, in principle, imputed income to households from net
equity in life insurance reserves and in pension funds.

Source: International Monetary Fund Balance of Payments Manual, 5th edition, § 274-281.
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B. TRENDS IN INTERNATIONAL TRADE AND INVESTMENT

Figure B.7.1. G7 countries’ credit flows, 1997-2008
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Figure B.7.3. Average credit flows, 2005-08
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Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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B.7. Investment income flows

Figure B.7.2. G7 countries’ debit flows, 1997-2008
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Figure B.7.4. Average debit flows, 2005-08

United States
United Kingdom
Belgium-Luxembourg
Germany
France

Ireland
Netherlands
Italy

Spain
Switzerland
Canada
Russian Federation
Australia

Japan

Sweden

China

Brazil

Austria

Norway
Denmark
Mexico
Portugal
Poland

Chile

Finland
Hungary
Indonesia
Greece

Czech Republic
Korea

India

Turkey

South Africa
New Zealand
Israel

Slovak Republic
Iceland

Estonia
Slovenia . . . .

0 100 200 300 400 500
USD billion

Statlink sz=m http://dx.doi.org/10.1787/840253318867

53


http://dx.doi.org/10.1787/840072036161
http://dx.doi.org/10.1787/840140848800
http://dx.doi.org/10.1787/840224870354
http://dx.doi.org/10.1787/840253318867
http://dx.doi.org/10.1787/888932315602
http://dx.doi.org/10.1787/888932315602

T | .
From:

N— Measuring Globalisation: OECD Economic
Globalisation Indicators 2010
@ Access the complete publication at:
https://doi.org/10.1787/9789264084360-en

Please cite this chapter as:

OECD (2010), “Investment income flows”, in Measuring Globalisation: OECD Economic Globalisation
Indicators 2010, OECD Publishing, Paris.

DOI: https://doi.org/10.1787/9789264084360-19-en

This work is published under the responsibility of the Secretary-General of the OECD. The opinions expressed and arguments
employed herein do not necessarily reflect the official views of OECD member countries.

This document, as well as any data and map included herein, are without prejudice to the status of or sovereignty over any
territory, to the delimitation of international frontiers and boundaries and to the name of any territory, city or area. Extracts from
publications may be subject to additional disclaimers, which are set out in the complete version of the publication, available at
the link provided.

The use of this work, whether digital or print, is governed by the Terms and Conditions to be found at
http://www.oecd.org/termsandconditions.

&) OECD


https://doi.org/10.1787/9789264084360-en
https://doi.org/10.1787/9789264084360-19-en
http://www.oecd.org/termsandconditions

	Part II. Globalisation of Trade and Investment
	B. Trends in International Trade and Investment
	B.7. Investment income flows
	Investment income
	Figure B.7.1. G7 countries’ credit flows, 1997-2008
	Figure B.7.2. G7 countries’ debit flows, 1997-2008
	Figure B.7.3. Average credit flows, 2005-08
	Figure B.7.4. Average debit flows, 2005-08






