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The Economic and Social Commission for Asia and the Pacific (ESCAP) serves as the 
United Nations’ regional hub promoting cooperation among countries to achieve 
inclusive and sustainable development. The largest regional intergovernmental 
platform with 53 Member States and 9 Associate Members, ESCAP has emerged as 
a strong regional think-tank offering countries sound analytical products that shed 
insight into the evolving economic, social and environmental dynamics of the region. 
The Commission’s strategic focus is to deliver on the 2030 Agenda for Sustainable 
Development, which it does by reinforcing and deepening regional cooperation and 
integration to advance connectivity, financial cooperation and market integration. 
ESCAP’s research and analysis coupled with its policy advisory services, capacity 
building and technical assistance to governments aims to support countries’ 
sustainable and inclusive development ambitions. 

* The designations employed and the presentation of material on this map do not imply the expression 
of any opinion whatsoever on the part of the Secretariat of the United Nations concerning the legal 
status of any country, territory, city or area or of its authorities, or concerning the delimitation of its 
frontiers or boundaries.



FOREIGN DIRECT INVESTMENT TRENDS AND OUTLOOK IN ASIA AND THE PACIFIC

ASIA-PACIFIC TRADE AND INVESTMENT TRENDS 2020/2021iii

ACKNOWLEDGEMENTS:

This Brief was written by Heather Taylor-Strauss, Economic Affairs Officer, Investment 
and Enterprise Development Section (IEDS, Trade, Investment and Innovation Division 
(TIID) of the United Nations Economic and Social Commission for Asia and the Pacific 
(ESCAP) and Calvin Koenig, Intern, IEDS, TIID, ESCAP. The Brief was developed under 
the supervision of Mia Mikic, Director, TIID; Marc Proksch, Chief, IEDS, TIID; and Yann 
Duval, Chief, Trade Policy and Facilitation Section (TPFS), TIID. Cover design and 
editorial layout were carried out by Yaoling Liu, communications consultant, TIID.

Reference to dollars ($) are to United States dollars unless otherwise stated.

A space is used to distinguish thousands and millions.

The designations employed and the presentation of the material in this publication do not imply the 
expression of any opinion whatsoever on the part of the Secretariat of the United Nations concerning 
the legal status of any country, territory, city or area, or of its authorities, or concerning the delimitation 
of its frontiers or boundaries.

Where the designation “country or area” appears, it covers countries, territories, cities or areas.

Bibliographical and other references have, wherever possible, been verified. The United Nations bears 
no responsibility for the availability or functioning of URLs.

The views expressed in this publication are those of the authors or case study contributors and do not 
necessarily reflect the views of the United Nations.

The opinions, figures and estimates set forth in this publication are the responsibility of the authors 
and contributors, and should not necessarily be considered as reflecting the views or carrying the 
endorsement of the United Nations. Any errors are the responsibility of the authors.

Mention of firm names and commercial products does not imply the endorsement of the United 
Nations.

The Asia-Pacific Trade and Investment Trends reports and supporting online documents are the sole 
responsibility of the ESCAP secretariat. Any opinions or estimates reflected herein do not necessarily 
reflect the opinions or views of Members and Associate Members of the United Nations Economic and 
Social Commission for Asia and the Pacific.



FOREIGN DIRECT INVESTMENT TRENDS AND OUTLOOK IN ASIA AND THE PACIFIC

ASIA-PACIFIC TRADE AND INVESTMENT TRENDS 2020/2021 iv

Contents

Highlights  ��������������������������������������������������������������������������������������1

1� Global and regional inward and outward FDI trends  ��������������������2

2. Trends in intraregional greenfield FDI  ������������������������������������������7

3. Sectoral trends in greenfield FDI  �������������������������������������������������9

4� Subregional FDI trends   ������������������������������������������������������������ 13

4�2 North and Central Asia  �����������������������������������������������������������������������15

4�3 South-East Asia ������������������������������������������������������������������������������������17

4�4 South and South-West Asia ������������������������������������������������������������������ 20

4.5 The Pacific ������������������������������������������������������������������������������������������ 22

5� FDI policy trends  ����������������������������������������������������������������������23

5�1 National FDI policies per subregion ������������������������������������������������������ 28

6� Policy priorities to support a rebound in FDI and maximize its contri-
bution to sustainable development  ������������������������������������������������32

References ������������������������������������������������������������������������������������35



FOREIGN DIRECT INVESTMENT TRENDS AND OUTLOOK IN ASIA AND THE PACIFIC

ASIA-PACIFIC TRADE AND INVESTMENT TRENDS 2020/20211

Highlights 

• Globally, both FDI inflows and outflows started to recover in 2019, with the former 
growing 30% to $1.5 billion and the latter increasing by 33% to $1.3 billion. However, 
the COVID-19 pandemic has caused global FDI flows to drop by 49% in the first two 
quarters of 2020 compared to the same period in 2019. 

• Asia-Pacific’s share in global FDI inflows dropped from 45% in 2018 to 35% in 2019, 
and its share in global FDI outflows decelerated from 52% to 41%. Nonetheless, the 
region remained the largest source of global outflows for the second year running.

• In 2019, China and Hong Kong, China were the largest FDI recipients attracting 38% 
of total FDI inflows to the region. Japan was the largest source of investment from 
the region in 2019, responsible for 42% of regional outward FDI. 

• The COVID-19 pandemic has accelerated the downward trend already recorded 
in recent years in greenfield FDI with the value of announced inbound greenfield 
investment projects from January to August 2020 dropping by 40% from the average 
over the same period in 2019. Likewise, outbound greenfield investment project 
values declined 48% over the same period in 2019. 

• Intraregional greenfield investments as a whole have slowed in 2020 due to the 
pandemic, with announced intraregional greenfield investment values dropping 45% 
to $35 billion in the January-August 2020 period compared to the same period in 
2019. 

• FDI is expected to remain low and below pre-crisis levels throughout 2021. The 
outlook beyond 2021 is highly uncertain and dependent on the duration of the crisis, 
the effectiveness of policy interventions to stimulate investment and navigate the 
economic effects of the pandemic, as well as geo-economic tensions. FDI recovery 
rates are challenging to predict at this stage because they are dependent on the rate 
of overall socio-economic recovery, and consequently investment levels, within the 
region and socio-economic rate of recovery from countries outside of the region.

• On the bright side, the recent signing of the Regional Comprehensive Economic 
Partnership is expected to strengthen flows and lift investment prospects, especially 
for smaller and least developed countries in the group.

• Beyond this, restoring and increasing FDI in the medium and long-term in the 
region as whole requires swift, coherent and appropriately sequenced action from 
policymakers to, inter alia, review, revise and revamp FDI strategies to make them 
more fit-for-purpose, develop green growth recovery plans with a robust role for FDI, 
operationalize policy measures to support value-chain linked FDI and boost FDI in 
the digital economy. 
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1� Global and regional inward and outward 
FDI trends 

The investment landscape in Asia and the Pacific has become increasingly uncertain 
and tied to the unfolding of current global and regional political economic risks, such 
as increased trade tensions, the retreat of multilateralism, and health risks resulting 
from the COVID-19 pandemic. Together, these risks have disrupted global foreign 
direct investment (FDI) flows to, from and within Asia and the Pacific.

Globally, while both FDI inflows and outflows started to recover in 2019, with the 
former growing 30% to reach $1.5 billion and the latter increasing by 33% to $1.3 
billion, the COVID-19 pandemic has had an immediate and severe effect on FDI in 
2020. By the end of the second quarter in 2020, FDI inflows had dropped by 49% 
compared to the same period in 2019. While all forms of FDI have been affected, 
unsurprisingly, greenfield FDI has fallen the most, dropping by 37% in the first two 
quarters of the year. Developed economies have recorded the largest FDI declines, 
with FDI inflows to these economies falling by 75% of their levels over the same 
period in 2019. (UNCTAD, 2020a; UNCTAD, 2020b)  

Inward and outward FDI in Asia and the Pacific reached unprecedented levels in 2018, 
making the region both the most attractive destination of global FDI inflows and the 
largest source of global FDI outflows. Yet political and economic uncertainties in 
2019 caused contractions in the region’s share in both global inward and outward 
FDI, with the region’s share in global FDI inflows dropping from 45% in 2018 to 35% 
in 2019, and its share in global FDI outflows decelerating from 52% to 41%. The 
region nonetheless remained the largest source of global outflows for the second 
year running.1

The largest contractions in inward investment in 2019 were in developed countries 
of the region, with a 22% decline from $72 billion in 2018 to $56 billion in 2019. 
Inflows to developing countries marginally decreased by 4% to $490 billion in 2019 
compared to $513 billion in 2018. As in previous years, FDI inflows were neither 
evenly distributed among the subregions or within each of them. East and North East 
Asia received the largest share of inflows, 44% or $239 billion in 2019, followed by 
South-East Asia which received 29% or $155 billion (figure 1).

1 ESCAP calculations based on data in UNCTAD (2020). World Investment Report: International 
Production Beyond the Pandemic. United Nations publication. Available at : https://unctad.org/
system/files/official-document/wir2020_en.pdf. 
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Within South-East Asia, Cambodia, Indonesia and Viet Nam recorded their highest 
levels of inward FDI to date in 2019. Investment boosts in both countries were driven 
by relocations of multinational enterprises (MNEs) from China due to ongoing trade 
tensions as well as strong investments in the manufacturing and services sector 
from other ASEAN member Countries and Japan. Other economies, such as India, 
Kyrgyzstan, New Zealand, the Russian Federation, and the Solomon Islands also 
attracted comparatively more FDI in 2019 compared to 2018.

The value of announced greenfield projects in Asia and the Pacific, which is an 
indicator of future FDI trends, dropped in 2019 to its lowest level in four years to 
$285 billion (figure 2). The COVID-19 pandemic has accelerated the downward trend 
in greenfield FDI inflows to the region in 2020. The value of announced greenfield 
investment projects from January to August 2020 dropped by 40% from the average 
over the same period in 2019. Lockdown measures, including the physical closure 
of businesses, manufacturing plants and construction sites, were responsible for 
delayed and canceled investment projects in 2020. 

Source: ESCAP calculations based on UNCTAD (2020a).
Note: China includes Hong Kong, China and Macao, China; A-P stands for Asia and the Pacific; 
Developing A-P excludes China, Hong Kong China and Macao, China. 

Figure 1. FDI inflows to Asia and the Pacific and their global share, 2009-2019
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As in previous years, inflows of greenfield investments have been unevenly distributed 
across the region. In both 2019 and 2020, together China and Hong Kong, China 
received the largest share of greenfield investments, absorbing 23% in 2019 and 
21% in the first eight months of 2020. Nonetheless, political unrest in Hong Kong, 
China in 2019 contributed to a 55% decline in greenfield investment flows in 2019 
compared to 2018. In 2019, Viet Nam received the second largest share of inward 
greenfield investment (11%), followed by India (10%), and Sri Lanka (8%). Much of 
the inward investment into Viet Nam in 2019 was related to investment diversions 
resulting from heightened trade tensions between China and the United States, 
however, inflows have considerably dropped in 2020. In the first eight months of 
the year, India received the second largest share (15%) behind China, followed by 
Australia (13%) and Indonesia (12%).  

Subregionally, ASEAN member States together have received the largest values 
of greenfield investments since 2018, absorbing 33% of all inflows in 2018, 28% in 
2019, and 31% in 2020. East and North-East Asia followed, receiving 31% in 2018, 
26% in 2019 and 26% thus far in 2020. However, it is worth noting that while both 
South-East Asia and East and North-East Asia continued to receive about one-third 
of the greenfield inflows to the region, the total value they received has progressively 
declined since 2018. For instance, inflows of this type into ASEAN decreased by 40% 
from 2018 to 2019 and in East and North-East Asia by 42%. This trend is in line with 
the broader trend of declining greenfield investments and has been driven by lower 
than average greenfield project sizes (UNCTAD, 2020a).

Source: ESCAP calculations based on fDi Markets data (accessed October 2020).

Figure 2. Announced greenfield FDI flows to Asia and the Pacific region, 2008-2020
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Turning to outward FDI, outflows from the Asia and the Pacific marginally grew by 3% 
in 2019 from $522 billion in 2018 to $536 billion in 2019 (figure 3), While this slight 
growth is due to an uptick in investments from developed economies, developing 
countries were nonetheless responsible for the lion’s share of outward investment 
from the region (57%) in 2019, just as in 2018. The East and North-East Asian 
subregion was responsible for 82% of outward investment from the region, followed 
by South-East Asia which was responsible for 10%.  Japan was the largest source of 
investment from the region in 2019, responsible for 42% of outward investments. 
Following Japan, together China, Hong Kong, China, and Macao, China were the 
second largest sources of FDI from the region in 2019, accounting for 33% of total 
outflows from the region. In South-East Asia, the largest shares of outflows came 
from Thailand (59%), Singapore (21%), and Malaysia (11%).

Figure 3. FDI outflows from Asia and the Pacific and their global share, 2015-2019

Source: ESCAP calculations based on UNCTAD (2020a). 
Note: China includes Hong Kong, China and Macao, China; A-P stands for Asia and the Pacific; 
Developing A-P excludes China, Hong Kong, China, and Macao, China.
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The value of announced greenfield projects from Asia and the Pacific decelerated 
by 26% in 2019, dropping from $325 billion in 2018 to $240 billion in 2019 (figure 
4). Compared to annual values over the 2008-2018 period, however, it is clear that 
greenfield outward investment levels peaked in 2018 before settling back down to 
the 2008-2018 average of $240 billion in 2019. China, Japan, the Republic of Korea, 
Indonesia and Singapore (in descending order) were the largest sources of greenfield 
outward investment in 2019. The largest recipients of these countries’ investments 
were, notably, other countries in the Asia and Pacific region, including India, the 
Russian Federation, and Viet Nam.

COVID-19 has also severely disrupted greenfield outflows from the region. Between 
January and August 2020, greenfield outflows totaled $72 billion which represents a 
48% decline over the same period in 2019 and a 67% decline over the same period 
in 2018. Nonetheless, as in 2019, China and Hong Kong, have been responsible for 
the largest share (30%) of greenfield outflows from the region so far in 2020. Japan 
has been the second largest source of outbound greenfield flows (28%), followed by 
Singapore (13%).

Looking ahead, with the pandemic still unfolding, investment is expected to remain 
below pre-crisis levels in 2021. The outlook beyond 2021 is highly uncertain and 
dependent on the duration of the crisis, the effectiveness of policy interventions to 

Figure 4. Announced greenfield FDI outflows from Asia and the Pacific, 2008-2020

Source: ESCAP calculations based on fDi Markets data (accessed October 2020).
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2. Trends in intraregional greenfield FDI 

stimulate investment and navigate the economic effects of the pandemic,2 as well 
as geo-political-economic tensions. Additionally, the rise in protectionist measures, 
particularly in sectors linked to national security or health, which the COVID-19 
pandemic has triggered across the globe, will deter outward investment recovery 
in the near-term. Overall, FDI recovery rates are challenging to predict at this stage 
because they are dependent on the rate of socio-economic recovery within the region 
and rate of socio-economic recovery from countries outside of the region.

Since 2009, intraregional greenfield FDI in Asia and the Pacific has gradually increased 
its share of total greenfield FDI inflows to the region. This type of investment grew 
from 40% of total greenfield FDI inflows to the region in 2009 to 47% in 2019. The 
emergence and consolidation of Asian and Pacific countries as outward investors has 
reinforced the growing importance of intraregional investments in the region.

ASEAN Member States attracted the largest share of intraregional greenfield 
investments at the subregional level, receiving $51 billion (38%) of all intraregional 
greenfield investments in the Asia-Pacific as a whole in 2019 (figure 5). Within ASEAN, 
Viet Nam, Indonesia and the Philippines (in descending order) attracted the largest 
flows of s such investments. 

The single largest individual recipients of intraregional greenfield inflows in 2019 
were Sri Lanka (18%), followed by Viet Nam (16%), and China (11%). Indonesia was 
the largest source of investment in Sri Lanka, while the Republic of Korea and China 
were the largest sources of investment in Viet Nam. Sri Lanka absorbed a large share 
of regional greenfield investments in 2019 due to a $20 billion investment in the 
coal, oil and gas sector by the Indonesian firm Hambantota Oil Refinery, which is 
a subsidiary of the Singapore-based Sugih Energy International Pte Ltd, to set up 
oil refinery operations at Magapura Mahinda Rajapakse Port  (UNCTAD 2020a; fDi 
Markets, 2020). 

2 As of November 2020, three vaccines were found to be effective and awaiting formal approval. It is 
therefore expected that the pandemic can be brought under control in the course of 2021. However, 
there are challenges associated with manufacturing and distributing the vaccine to the global 
population at large and socio-economic recovery is therefore expected to take more than a years’ 
time. 
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The East and North-East Asian subregion has continued to be the largest source of 
intraregional greenfield FDI outflows since 2018. Together, intraregional greenfield 
FDI outflows from China (including Hong Kong, China and Macao, China), Japan and 
the Republic of Korea accounted for 55% of all intraregional greenfield FDI outflows 
in 2019 and 74% in the first eight months of 2020. While investment outflows from 
mainland China have slowed as a result of the pandemic, the country was nonetheless 
responsible for 42% (or $20 billion) of all intraregional outflows in the first eight 
months of 2020. 

Following East and North-East Asia, together ASEAN Member States were the next 
largest subregional source of intraregional greenfield investments in both 2019 and 
2020, contributing 35% and 20% of the total in each of the respective years. While 
intraregional greenfield investment from this subregion remained stable at around 
$48 billion in 2018 and 2019, it has nonetheless significantly dropped off in the first 
eight months of 2020 to just below $10 billion. Major disruptions in supply chains 
along with postponed and canceled investment projects due to lockdown measures 
have largely been responsible for this considerable slowdown.3 Singapore and 
Thailand were the largest sources of intraregional FDI from ASEAN in both 2019 and 
2020, with Singapore responsible for 26% of total intraregional greenfield investment 
emanating from ASEAN in 2019 and 85% thus far in 2020; and Thailand responsible 
for 17% in 2019 and 13% in 2020. 

3 See a section 4.3 on subregional trends on South-East Asia for more information.

Figure 5. Destinations of intraregional greenfield FDI inflows and share of total 
greenfield FDI inflows to Asia and the Pacific region, 2009-2020

Source: ESCAP calculations based on fDi Intelligence data (accessed November 2020). 
Note: China includes Hong Kong, China and Macao, China.
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Intraregional greenfield investments as a whole have slowed in 2020 due to the 
pandemic, with announced intraregional greenfield investment values dropping 45% 
to $35 billion for the January-August 2020 period compared to the same period in 
2019. Although intraregional investments are not expected to rebound before 2022, 
the recent signing of the Regional Comprehensive Economic Partnership (RCEP) is 
expected to strengthen flows and lift investment prospects, especially for smaller 
and least developed countries in the group such as Cambodia, Myanmar and Lao 
People’s Democratic Republic. Although more than 70% of the investment into these 
countries already comes from other RCEP members, the new Agreement could 
nonetheless help them more effectively integrate into and move up in regional and 
global value chains (UNCTAD, 2020d).

3. Sectoral trends in greenfield FDI 

The general trend in sector composition during the past decade in the Asia and the 
Pacific has been a declining share of greenfield inward FDI in the primary sector, 
a stable share directed towards the manufacturing sector, and a growing share in 
the services sector. Despite this, over the past two years there has been a steady 
growth in primary sector investments, particularly in the coal, oil and gas sub-sector, 
with inward greenfield FDI growing from $52 billion in 2018 to $75 billion in 2019. 
In contrast, greenfield investments in both the manufacturing and services sectors 
decreased considerably compared to the previous year. 

In the manufacturing sector investments fell from $194 billion in 2018 to $101 billion in 
2019, with largest decreases recorded in the semiconductors (82%), chemicals (75%) 
and metals (70%) sub-sectors. In the January to August 2020 period, greenfield FDI 
dipped even further in all manufacturing sectors except in the chemicals sector. In 
fact, investment in the chemicals sector has already doubled from $9 billion in 2019 to 
$18 billion in the January-August 2020 period. This growth, likely to extend to 2021, 
is due to small pockets of the chemical sector benefiting from the pandemic, such as 
firms that produce chemicals in sanitation products and those that produce certain 
plastics used in medical instruments. Looking ahead, in the short-term investment in 
pharmaceutical manufacturing is forecast to decrease as many European and United 
States pharmaceutical companies may switch partly to more localized sourcing 
owing to supply-chain disruptions in the pharmaceuticals sector during COVID-19 
pandemic. This will be important for pharmaceutical manufacturing hubs in the 
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region, particularly in India. However, offsetting this in the medium and long run may 
be an uptick in investments in the medical devices and equipment sub-sector driven 
by a rapidly expanding middle class together with an ageing population in some 
Asian countries.

Greenfield FDI in the services sector shrank from $165 billion in 2018 to $109 
billion in 2019, mostly driven by declining flows to the real estate and renewable 
energy sub-sectors, with investments dropping by 73% and 54% over the 2018-2019 
period, respectively. Investment in the services sector remained low in the first eight 
months of 2020 and is expected to stay below 2019 levels in the last two quarters. 
Interestingly, despite the widespread use of digital technology by both consumers 
and businesses amid the pandemic, investment in communications, software and 
IT services has been slow, reaching only $9.8 billion in the January-August 2020 
period, compared to $19.3 billion for the whole of 2019. Nonetheless, investment in 
these sectors and other technology related sectors is set to accelerate over the next 
three years as more companies start investing in smart machinery and automation, 
as well as in transactional IT and financial services. Likewise, investment in the real 
estate sub-sector is set to recover and rise further in the long term as large-scale 
urbanization continues in the region. In the short term, however, this sub-sector’s 
growth is likely to remain at lower levels as cross-border real estate investments are 
likely going to focus on the most liquid and transparent locations in the next year. 
Furthermore, if countries seize the opportunity presented by the COVID-19 crisis 
to review and revamp their FDI policies and promotion efforts to target sustainable 
sectors, the region could see a significant growth in investment projects and values 
in the renewable energy, healthcare, education, as well as water and sanitation. 

In 2019, the primary sector’s share in the overall composition of announced 
greenfield investments rose by 13%, offsetting a reduction in the manufacturing and 
services sectors of 12% and 1% respectively. In total, 26% of announced greenfield 
investments were directed towards the primary sector while the manufacturing and 
services sectors accounted for 35% and 39% each (figure 6).
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A couple of points can be interpreted from these figures. One is that the substantial 
decline of flows into the services sector in 2019 does not considerably impact the 
sector’s share in total greenfield investments, which has been relatively stable over 
the past four years. In addition, the slight decline in services share in the 2016-2019 
period does not change the recent trend of services being the most attractive sector 
in the region for greenfield investors, especially considering that investments such 
as IT services along with communications and software services are set to accelerate 
over the next three years due to the impact of the COVID-19 pandemic on workplace 
culture and as more companies start investing in smart machinery and automation, as 
well as in transactional IT and financial services. Second, despite shrinking investments 
in the manufacturing sector, which have led to a declining share in total greenfield 
investments, this sector is expected to grow again after the pandemic, particularly in 
the ASEAN subregion.

In terms of individual sectors of economic activity, primary sector investments continue 
to be dominated by the coal, oil and natural gas sub-sector.4 In fact, investments in 
that sector grew from $175 billion during the 2010-2014 period to $301 billion during 
the period 2015-2019, impeding the achievement of the Sustainable Development 
Goals (SDGs), especially SDG7 on access to affordable and clean energy. On a positive 
note, greenfield investments in renewable energy have grown rapidly over the past 
4 The data on sectoral distribution of FDI is based on ESCAP calculations from fDi Markets. 
Accordingly, fDi Markets classifies coal, oil and natural gas cumulatively as one sector within the 
primary sector. The fDi Markets sectoral classifications are closely aligned with, but not the same as 
the North American Industry Classification Scheme. Therefore, for the purposes of this trend analysis, 
the coal, oil and natural gas sector within the primary sector is described as one sector, although 
when broken down it may have different components. 

Figure 6. Sectoral composition of announced greenfield FDI inflows in Asia and the 
Pacific, 2016 - 2019

Source: ESCAP calculations based on fDi Markets data (accessed October 2020).
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four years totaling $210 billion during 2015-2019, up from $132 billion during the 
2010-2014 period, making it the third-largest recipient of greenfield investment 
during the former period. Even in 2020, when investments fell across the board, the 
renewable energy sub-sector continued to receive the largest share of greenfield 
FDI in the services sector. This trend is likely to continue over the next five years, 
thanks to the Asia and the Pacific’s rising population, economic growth, currently 
small installed capacity, and pledges by some of the region’s largest economies to 
achieve carbon neutrality5 over the next few decades. 

The remainder of the top 10 economic activities receiving the most greenfield 
investment since 2010 are fairly evenly distributed between the manufacturing and 
services sectors (figure 7) with the former receiving more investments in electronic 
components and the latter recording an increase in real estate during the 2015-
2019 period. Overall investment growth in other individual sub-sectors in both the 
manufacturing and service sectors slowed. For instance, compared to the 2010-2014 
period investments in metals and automotive parts during 2015-2019 fell from $99 
billion to $76 billion and from $101 to $81 billion respectively. In the service sector, 
during the same period, investments in financial services declined from $110 billion 
to $61 billion, whereas greenfield investment in communications remained stable at 
around $53 billion. Likewise, greenfield FDI in transportation slowed from $65 billion 
to $50 billion. Further investments in physical infrastructure, particularly climate 
friendly transport infrastructure, will be crucial to address transboundary connectivity 
challenges in the region and enable countries to build back more sustainably and 
resilient in the post-COVID-19 recovery period.

5 China, Japan and the Republic of Korea have all pledged to become carbon neutral, the former by 
2060 and the latter two by 2050.

Figure 7.  Top 10 sectors for greenfield FDI, 2010-2019

Source: ESCAP calculations based on fDi Markets data (accessed October 2020).
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4� Subregional FDI trends  

4�1 East and North-East Asia

The East and North-East Asian subregion continues to be the leading destination 
and source of FDI in Asia and the Pacific. The subregion received 44% of total FDI 
inflows to the region and accounted for 82% of total FDI outflows in 2018. Inflows to 
the subregion shrank by 15%, as the Republic of Korea, Mongolia and Hong Kong, 
China received less investment. Outflows, by comparison, grew by 11% in 2019 
due to increased outflows from Japan and Mongolia. China, Hong Kong, China and 
Macao, China continued to be the largest FDI recipients in the subregion, together 
absorbing 88% (or $211 billion) of the total $239 billion inflows that went to the 
subregion.6  

Amid trade tensions, China received record-high investments of $141 billion, 
whereas FDI to Hong Kong, China contracted by 41% to $68 billion compared to 
2018, mostly due to political unrest. FDI inflows to Macao, China grew from $1.1 
billion in 2018 to $1.9 billion in 2019. Much of the growth in inward FDI to China in 
2019 owed to the country’s continuing investment liberalization efforts and removal 
of investment restrictions, leading to an investment growth in the services sector 
by 13%, which accounted for more than 70% of total FDI flows. In addition, further 
project realization and investment expansion in manufacturing by MNEs helped 
sustain this rise (UNCTAD, 2020a).  Despite the COVID-19 pandemic and the related 
reduction in global FDI flows, investment inflows to China seem to have recovered 
swiftly. According to China’s Ministry of Commerce, FDI in China contracted by 
11% in the first quarter, but grew by 8.4% in the second quarter, and 20% in the 
third, amounting to $107 billion in the first nine months of 2020 – a year-on-year 
growth of 5.2% (CGTN, 2020). In September alone, FDI inflows into China reached 
$14.25 billion, up by 25%, as compared to the same period last year. Most of these 
investments went into the high-tech industries with the value of M&A transactions in 
information services and e-commerce industries growing by 84% (UNCTAD 2020b). 
However, this recovery is not reflected in greenfield investments, which plummeted 
considerably between January and August 2020 to $22 billion, down from $35 billion 
during the same period in 2019. 

The composition of major investors in China largely remained unchanged in 2019. 
Inflows from the United States and Europe declined, but regional investment 
continued to increase as flows from ASEAN Member States grew. MNEs from the 

6 FDI inflows to Macao, China increased by 71% from 2018 to 2019 1.1 billion to $1.9 billion 
(UNCTAD, 2020a). 
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Republic of Korea and Japan continued their strategic adjustment in China, shifting 
some labor-intensive production abroad while investing in high-end production 
activities (UNCTAD, 2020a).
  
Flows to the Republic of Korea dropped to $11 billion in 2019 down from $12.2 
billion the previous year, mostly due to trade tensions with Japan and the end of 
tax breaks for foreign investors in 2018. Although investment flows from the United 
States recovered from the exceptionally low level in 2018, investments from major 
investors such as China, Japan and the EU declined. The overall decline is likely to 
continue in 2020 as the pandemic continues to affect the earnings and investment 
capacity of companies in the United States and Europe (UNCTAD, 2020a). 

FDI flows to Japan remained relatively low and more volatile when compared with 
other developed economies. The country, however, recorded an increase by 48% 
from $9.8 billion to $14.5 billion in 2019, mostly driven increased investments from 
the United States, which accounted for almost 50% of total inflows to the country 
(JETRO, 2020b).

Outflows of FDI from East and North-East Asia increased by 11% in 2019 from the 
previous year, to $439 billion. The subregion continued to be responsible for the 
largest share (82%) of outward FDI from Asia and the Pacific in 2019. Both Japan 
and Mongolia recorded large increases in outward investment growing by 58% 
and 243% respectively. Outflows declined most drastically from Hong Kong, China 
(-30%) and to a lesser degree from China (-10%) and the Republic of Korea (-9%). In 
fact, investments from China declined for the third consecutive year from its peak 
of $196 billion in 2016 to $117 billion in 2019, of which 13.6% were destined for 
countries participating in the Belt and Road (BRI) initiative. Chinese M&A purchases 
globally decreased to the lowest level since 2010. The overall decline in outward FDI 
was attributed to continued restrictions on investment, geopolitical tensions and a 
challenging environment in terms of global trade and investment policy (UNCTAD, 
2020a).

China’s contraction in outward investment most likely impacted outward FDI from 
Hong Kong, China, which fell from $85 billion to $59 billion in 2019, as the territory 
often serves as a conduit for investment from the mainland China. Political unrest in 
Hong Kong, China also contributed to lower overall outflows. The Republic of Korea 
likewise recorded a decline in outward foreign investments from $39 billion to $36 
billion between 2018 and 2019. 

Japan’s outward FDI increased significantly reaching a record-high level of $227 



FOREIGN DIRECT INVESTMENT TRENDS AND OUTLOOK IN ASIA AND THE PACIFIC

ASIA-PACIFIC TRADE AND INVESTMENT TRENDS 2020/202115

billion in 2019, largely driven by a jump in cross-border M&As from $36 billion to 
$104 billion, more than half of which stems for a large cross-border deal, in which 
Takeda (Japan) acquired the share capital of Shire (Ireland). Japan has doubled its 
investments in Europe, mainly in wholesale and retail, chemicals and pharmaceuticals, 
while North America recorded an increase of 139% in Japanese investments mostly 
in the communication and electric machinery industries (UNCTAD, 2020a).  Within 
Asia and the Pacific, ASEAN was the largest destination for Japanese FDI outflows in 
2019, receiving $35 billion, followed by China ($14 billion), India ($5 billion) and the 
Republic of Korea ($2 billion) (JETRO, 2020a).

Overall, FDI flows to the subregion are expected to decline despite China’s economic 
resilience due to the slump in global demand in electronics, automotive and other 
products, which is expected to weigh in on existing production capacity and export-
oriented investment. Declining corporate earnings of MNEs will also have an impact 
on reinvestment. Initial data on greenfield investment in the subregion already reveals 
that this investment type almost halved from January to August 2020 compared 
to the same period last year (UNCTAD, 2020a). Nonetheless, as the pandemic has 
accelerated the digital transformation while also given governments an unparalleled 
opportunity to build more resilient and sustainable economies, investment prospects 
for some sectors are optimistic. Behind this optimism in particular are policies 
targeting investments in digital infrastructure and environmental sectors. For instance, 
the Republic of Korea recently launched the Korean New Deal initiative aimed at 
generating large scale investments in green energy industries. The Government is 
currently creating a special fund to support the New Deal initiative and help funnel 
investment into cutting-edge 5G technology, autonomous cars and eco-friendly 
sectors.

4�2 North and Central Asia 

In 2019, FDI in North and Central Asia increased by 88% to reach $43 billion after 
the region recorded a record low-level of $23 billion in the previous year. This growth 
was mostly prompted by a rebound of FDI in the Russian Federation and, to a 
lesser degree, in Uzbekistan. In contrast, investment in Kazakhstan and Tajikistan 
slightly decreased, while it remained stable in Armenia. Across all countries, FDI 
in the non-extractive sector remained low, while limited investment in the services 
and manufacturing sectors remained limited. As such, the subregion continues to 
be highly exposed to cyclical risks, especially falling commodity prices which have a 
negative impact on FDI.
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In the Russian Federation, FDI inflows grew by 138% to $32 billion in 2019, after two 
years of slowdown. Reinvested earnings continued their rise in 2019 (to $20 billion), 
while equity investment recovered to $11 billion after posting a negative value in 
2018 due to divestments. The rise in FDI occurred despite a second consecutive year 
of lower cross-border M&A sales of shares in Russian firms, which dropped by two-
thirds, to $877 million. However, this temporary reversal of the downward trend was 
still about 40% lower than the level recorded in 2013, which amounted to $54 billion. 
As its economic liberalization accelerated, Uzbekistan’s FDI growth was even larger 
(266%), reaching $2.3 billion in 2019, driven by the combined effects of continuing 
investment in natural resources and the arrival of new investors, particularly from Asia 
(UNCTAD, 2020a).

Meanwhile, FDI inflows to Kazakhstan, the subregion’s second largest recipient of 
FDI, decreased again in 2019, dropping by 18% to $3.1 billion. During the pandemic, 
Kazakhstan’s oil industry and metallurgy, the main target for foreign investors in 
the past and accounting for more than 70% of the country’s total FDI stock, have 
been hit the hardest with a 30% drop in foreign investment in oil and gas in the 
first eight months of 2020 compared with the same period the previous year. In the 
long term, after the economic consequences of the COVID-19 pandemic have been 
mitigated, Kazakhstan is expected to attract more investment. Policymakers continue 
to reduce the role of the state in business and make efforts to transition towards a 
market economy. To achieve this, the Government has initiated numerous waves of 
privatization, making available key state-owned assets to private investors, which will 
likely persist in the years to come (Shehadi, 2020; UNCTAD, 2020a).

With regard to FDI outflows, in total, North and Central Asia contributed to 4% of the 
total outflows of FDI from the Asia-Pacific region in 2019, making it the third-largest 
subregion for outward investment. Outflows from North and Central Asia declined 
for the second consecutive year, this time by 40% to $23 billion. This decline was due 
in large part to large Russian MNEs, accounting for the bulk of outward FDI from the 
subregion, finding it increasingly difficult to acquire assets abroad, despite efforts 
to diversify into developing regions. Growth in outward FDI from Azerbaijan (38%), 
Kazakhstan (135%) and Kyrgyzstan (179%) was not enough to offset the slow-down 
for the subregion as a whole.  

The North and Central Asian subregion has been hit hard by the pandemic, 
predominantly through the plunge in oil prices that has triggered significant 
economic turmoil on both supply and demand sides. Global value chains, SMEs and 
the job-rich retail and manufacturing sectors were affected as a result of containment 
measures in the subregion and reduced demand from key trading partners outside 
the subregion. At the same time, global financial conditions tightened sharply, adding 
to the subregion’s challenges (IMF, 2020).  Against this background, FDI inflows to 
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and from North and Central Asia will continue to be hard hit. Although the economy 
of the subregion’s most important recipient and investor, the Russian Federation, is 
insulated from manufacturing supply chain problems due to the sector’s negligible 
role, the strong downward pressure on commodity prices may lead to a volatile 
exchange rate, and consequently discourage investment. Furthermore, the country 
remains highly dependent on European investments, despite political attempts to 
diversify. This coupled with the EU’s growing decarbonization efforts and the Russian 
Federation’s relative international isolation, as well as other structural issues, result 
in bleak prospects for investment in the country (Dominguez-Jimenez and Poitiers, 
2020).

For the subregion as a whole, market-seeking FDI will suffer across the board as many 
countries become engulfed in economic recessions. Similarly, in natural-resource-
based projects, prospects are being revised downward as demand for commodities 
weakens and the price of oil, one of the main exports from various countries in the 
subregion, remains depressed. Lastly, investment flows to Armenia and Azerbaijan are 
constrained at present to a large extent due to elevated country risk as consequence 
of the conflict involving Nagorno-Karabakh. A pronounced contraction in FDI to 
the subregion is already reflected in greenfield investment, which have been on a 
downward slope in 2020, falling to $9 billion during the period of January to August 
2020, compared to $16 billion over the same period in 2019. The decline occurred 
across all countries in North and Central Asia but was mostly driven by decreasing 
investment in the Russian Federation (-36%) and to a lesser degree in Kazakhstan 
(-36%).

4�3 South-East Asia

FDI inflows to South-East Asia, which includes members of ASEAN as well as Timor-
Leste, grew by 5% in 2019 to $155 billion. This is the fifth consecutive year in which 
FDI inflows to ASEAN member Countries have increased. However, only Singapore, 
Cambodia, Indonesia and Viet Nam (in descending order) recorded increases in 
investment, while the remaining countries in the subregion recorded declines.

Singapore continued to attract the lion’s share of FDI, receiving $93 billion in inward 
FDI in 2019 which accounted for 59% of all inward FDI into the subregion. FDI in 
Singapore grew by 19% in 2019, due to several large greenfield investments as well 
as mega-deal M&As in both the manufacturing and service sections. For instance, 
Micron Technology expanded its semiconductor operations, Linde built a new 
complex, while YY Inc (China) acquired a 6.8% stake in Bigo Technology and Softbank 
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acquired an undisclosed stake in Grab (UNCTAD, 2020a). 

Inflows into Cambodia grew by 19% to a record $3.7, while in Indonesia they grew 
by 14% to $23 billion, and in Viet Nam they grew by 4% to $16 billion. Intraregional 
sources of investment, in particular from China, Japan, and the Republic of Korea, in 
both the manufacturing and services sectors were largely responsible for investment 
growth in all three countries (UNCTAD, 2020a). Trade tensions between the United 
States and China triggered several investment relocations to Viet Nam in particular. 
For instance, both Nintendo and Kyocera of Japan relocated their operations from 
China to Viet Nam in 2019. 

Despite large increases in 2019, inflows into ASEAN have significantly tapered off in 
2020 in large part due to the COVID-19 pandemic. In particular, as these economies 
are highly integrated into regional and global value chains in the manufacturing 
sector, lockdown measures that temporarily halted production have contributed to 
slowing investment levels. For instance, Mazda, Mitsibuishi and Nissan all halted 
production in Thailand, Ford temporarily slowed production in Thailand and Viet 
Nam, while Toyota temporarily stopped production in Indonesia and Thailand. Similar 
production shutdowns also occurred in several other sectors, including most notably 
the textile and apparel sector. (UNCTAD, 2020a) These temporary factory shutdowns 
are expected to translate into lower overall investment levels, particularly reinvested 
earnings and greenfield investment levels, through the remainder of 2020 and into 
2021.

Greenfield investments for the first eight months of 2020 were down to $33 billion for 
the subregion as a whole (fDi Markets, October 2020).  While investment dropped off 
into nearly every country between January and August 2020, greenfield investments 
into Myanmar remained stable at $4 billion while they actually increased by 31% in 
Cambodia to $1.2 billion and by 7% to $12 billion in Indonesia. Two large intraregional 
investments were largely responsible for this increase in Cambodia: a $290 million 
investment in construction by Japanese Aeon Co. Ltd in January of 2020, and a $750 
million investment in the wood sector by Malaysian firm Lipp Engineering. Neither of 
these investments have been affected by COVID-19 related lockdown measures. An 
$8 billion investment by CPC (China Petroleum Company) in a petrochemical facility 
in Indonesia in June of 2020 was largely responsible for the uptick in greenfield 
investments to Indonesia (fDi Markets, 2020).

Outflows of FDI from the subregion decreased for the second consecutive year, 
dropping by 11% to $56 billion in 2019. In fact, lower levels of outbound investments 
were recorded from every economy in the subregion except Malaysia and Singapore 
which recorded a 23% and 12% increase in outflows in 2019 respectively. Nonetheless, 
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these increases were not enough to offset significant declines in every other major 
economy in the subregion. The most significant decreases in outward investment 
were recorded in Indonesia (58% decline), Thailand (36%), and Cambodia (18%). 
Singapore, Thailand and Malaysia were the largest sources of subregional outflows, 
responsible for $33 billion, $11 billion, and $6 billion of total outflows respectively. 
While the majority of these flows went to other ASEAN member States, a significant 
amount was also directed towards India, China and Japan (UNCTAD, 2020a).

While the value of announced outbound greenfield investments from the subregion 
marginally grew by 4% to $56 billion in 2019, outbound greenfield investment 
considerably dropped in the first eight months of 2020 to a record low of $12.5 
billion. Although outbound greenfield investment levels remained relatively strong in 
the first two months of 2020, measures to contain COVID-19 caused them to drop in 
each country to record monthly lows from March onwards and they have yet to fully 
recover. The biggest drops in outbound greenfield investments have been recorded 
in Singapore and Thailand, with the former recording a 37% dip to $10 billion and 
the latter recording an 80% decline  to $1.6 billion in outbound investments in the 
first three quarters of 2020 compared to the same period in 2019 (fDi Markets, 2020).

Looking ahead, although COVID-19 crisis has caused a downturn in investment in 
the subregion, prospects for recovery in the medium and long term remain strong 
because of the subregion’s well-established trade and supply chain networks, growing 
middle class, and young and educated workforce. While ongoing trade tensions 
between the United States and China had benefited the subregion in both 2018 
and 2019 and encouraged many firms to re-locate production to ASEAN, the dual 
pressure of increased automation and widespread demand and supply shocks to 
global value chains caused by COVID-19 pandemic has intensified pressure on lead 
firms to rethink supply chain dependencies and ways to make them more resilient 
and compact. Looking ahead, this may prompt more lead firms to re-shore or near-
shore critical parts and equipment in the short- and medium-term. This will have 
important consequences for value chain linked FDI in the subregion’s economies 
as well as more broadly for the subregion’s SMEs which are both highly integrated 
into and dependent on value chain networks. Enhanced regional integration through 
both RCEP and the ASEAN Economic Community will therefore become even 
more important as it may present alternative and new opportunities for firms to 
strengthen their competitiveness in global and regional value chains. Beyond this, 
new opportunities may emerge for firms, with the support of a conducive policy 
environment, to leverage opportunities to strengthen their competitiveness in new 
and emerging value chains in digital technologies, such as artificial intelligence, 
blockchain and 5G mobile technologies (Denton, 2020).
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Inward FDI flows to South and South-West Asia slightly decreased by 2% in 2019, 
from $67 billion in 2018 to $66 billion in 2019. The growth was mainly driven by India, 
which accounted for 77% of total inflows to the subregion and received $51 billion 
in 2019, up 20% from the previous year. The majority of these flows were destined 
for the ICT and the construction sub-sector. With regards to the former, investment 
to India has evolved from information technology services for MNEs to the thriving 
local digital ecosystem where many domestic players, especially in e-commerce, 
have attracted considerable international investment. A number of mega-deals also 
contributed to M&A activity. These included investments in Internet companies, 
which amounted to $2.7 billion, as well as the $7 billion acquisition of Essar Steel 
(India) by a Japanese-Indian joint venture (UNCTAD, 2020a). 

FDI flows to Turkey, the second largest FDI recipient in the subregion, decreased 
significantly to $8.4 billion in 2019, a decline of 35% compared to the previous year. 
Global uncertainty as well as weak economic growth triggered the slowdown. Unlike 
some natural resource rich countries in the subregion, Turkey’s economy remains 
more exposed to global macroeconomic conditions, which thus limited FDI flows in 
2019 (UNCTAD, 2020a). 

Inward FDI to Bangladesh adjusted itself from the record-high level in 2018, which 
was mostly driven by a boost of major M&A sales, to $1.6 billion in 2019, a reduction 
of 56%. Other countries in the sub-region likewise recorded significant decreases in 
FDI inflows, among them the Islamic Republic of Iran (-57%), Sri Lanka (-53%), and 
Afghanistan (-72%), while investment in Nepal, the Maldives and Bhutan grew by 
15%, 2%, and 21%, respectively. 

Although Sri Lanka experienced a significant drop in investment inflows from $2.6 
billion in 2018 to $758 million in 2019, the country recorded a surge in announced 
greenfield FDI in 2019 growing to $25 billion compared to $2.2 billion the previous 
year. This increase was primarily driven by a single investment of $24 billion by 
Hambantota Oil Refinery (Indonesia) into Sri Lanka’s primary sector. FDI inflows to 
the Islamic Republic of Iran declined from $3.5 billion to $1.5 billion, mostly due to 
the reinstation of U.S. sanctions against the country in late 2018. The only countries 
that continued to invest in the Islamic Republic of Iran in 2019 in descending order 
were in Indonesia, China, and Turkey. Inward FDI to Pakistan declined for the second 
consecutive year by 6%, from $2.4 billion to $2.2 billion. This downward trend is most 
likely to continue over the years to come as many of the remaining BRI projects in the 
country are expected to be completed. 

4�4 South and South-West Asia
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FDI outflows from South and South-West Asia increased for the fourth consecutive 
year, modestly growing from $14.8 billion in 2018 to $15.1 billion in 2019. The 
geographical spread of FDI outflows from the subregion remained uneven. Just two 
countries (India and Turkey) accounted for the vast majority of outflows in 2019. 
As such, the slight increase in outward FDI was predominantly due to an increase 
in outflows from India, which accounted for 80% of total outward investment from 
the subregion. In 2019, the country invested $12.1 billion abroad, a 10% increase 
compared to the previous year. Investments also grew from the Islamic Republic of 
Iran (10%) and Sri Lanka (14%), while outflows decreased from Bangladesh (-105%), 
Pakistan (-188%) and Turkey (-21%). 
 
In the short term, both inflows and outflows from and to the subregion are expected 
to decline. In the first three quarters of 2020, the value of greenfield FDI inflows 
declined by 43% compared to the same period last year, signaling a reversal of the 
growth trend in the subregion. Most of the greenfield flows (87%) were destined 
for India, although the overall greenfield inflows to the country declined by 29%. 
Equally, FDI from India is projected to decline in 2020, with the largest MNEs revising 
their earnings down by 25% in early 2020 due to the impacts of the pandemic. 

However, India’s economy could prove the most resilient in the subregion over 
the long term. FDI inflows have been steadily increasing and positive, albeit lower, 
economic growth after the pandemic and India’s large market will continue to 
attract market-seeking investment. India’s fast-growing telecom and digital space, in 
particular, could see a faster rebound as global venture capital firms and technology 
companies continue to show interest in India’s market through acquisitions. 
Facebook and Google’s investment in Jio Platforms, an Indian, in 2020 worth $5.7 
billion and $4.5 billion respectively, are testament to this trend. Estimates suggest 
that by 2025, core digital sectors such as IT and business process management, 
digital communication services, and electronics manufacturing could double in size. 
In addition, the pandemic has only further increased the tendency of  many sectors 
such as agriculture, education, energy, financial services, logistics etc. to digitalize, as 
COVID-19 has pushed many individual and companies to adopt digital solutions and 
processes. (McKinsey Global Institute, 2019;  UNCTAD, 2020a)
 
Nevertheless, the magnitude of the logistical challenges during both the lockdown 
and the recovery in combination with plummeting oil prices remains a big downside 
risk for FDI in the medium term for the subregion as a whole (UNCTAD, 2020a). 
Major FDI recipient industries such as oil and gas, tourism, and financial services are 
likely to be acutely affected. Likewise, prospects for outward FDI remains bleak. As 
mentioned above, there are already significant downward revisions in the projected 
earnings of major MNEs from the region, e.g. by 27% and 25% for MNEs from 
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FDI in the Pacific subregion decreased by 33% in 2019 to $43 billion, largely driven by 
a 40% decline in investment in Australia.  As in previous years, Australia received the 
bulk (84%) of this investment, followed by New Zealand (12%). With the exception of 
New Zealand, the Cook Islands, Samoa, Solomon Islands, Tonga and Vanuatu, most 
countries in the subregion recorded contractions in inward FDI levels.

Meanwhile, greenfield inward investment grew by 17% to $20 billion in the Pacific 
in 2019. Again, Australia and New Zealand received the bulk of these investments, 
80% and 19% respectively. Similar to other subregions, greenfield investments have 
slowed in 2020 due to the pandemic, reaching $14 billion in the first eight months 
of the year. However, 92% of the greenfield investments in the first eight months of 
2020 were absorbed by Australia. Numerous small investments throughout the year 
and one mega deal in April have contributed to Australia continuing to receive the 
lion share of investment into the subregion. The mega deal was $6.4 billion joint 
venture between Royal Dutch Shell (Netherlands) and PetroChina (China) to establish 
a natural gas project in Australia (fDi Markets, 2020).

Looking ahead, and as section 5.1 details below, the restrictive measures both 
Australia and New Zealand have enacted in response to the pandemic are likely to 
keep investment levels subdued in this subregion. This is expected to have knock-on 
effects on inflows of investment into other countries within the subregion as both 
Australia and New Zealand are the largest sources of FDI inflows into these countries.

Outward investment from the Pacific also remained stable at $3.7 billion for the third 
consecutive year. As with inward FDI, Australia was responsible for nearly all of the 
of outward investment from the subregion in 2019. Outflows significantly dropped 
from several countries including New Zealand (145%), French Polynesia (80%), and 
the Solomon Island (47%). 

Outward greenfield investments declined by 11% to $11 billion in 2019, largely driven 
by a 13% contraction in these investments from Australia. This type of investments 
has further slowed in 2020 to $2 billion. Australia has been responsible for 80% of 
the greenfield FDI outflows from the subregion in 2020, while New Zealand was 
responsible for 7% (fDi Markets, 2020). 

4.5 The Pacific

Turkey and India respectively (UNCTAD, 2020a). Similarly, the value and number of 
announced greenfield projects in the first eight months of 2020 both declined by 
52% compared with the same period in 2019. 
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On the investment policy front, 95 investment policy measures were implemented 
globally and 39 of them were adopted by 16 countries in Asia and the Pacific in 2019, 
compared to 92 globally and 40 regionally in 2018. Between January and October 
2020, 62 measures were implemented globally and 28 regionally. Among the 
measures implemented by Asian and Pacific countries in 2019, 32 were to liberalize, 
promote, or facilitate investment, while 7 restricted or regulated it, and one was 
neutral (figure 8). Thus far in 2020, 19 have been focused on liberalization, 8 on 
restrictions, and 1 neutral. Compared to 2018, in 2019 there were 5 more measures 
to promote investment and 4 fewer measures to restrict it. However, in 2020 there 
have been 13 fewer measures to promote investment than in 2019 and 2 more to 
restrict it. The number of new neutral policies introduced has on the whole remained 
consistent each year (3 in 2018; 1 in 2019, 1 in 2020) (UNCTAD Policy Hub, 2020). 

New restrictive measures in 2020 were introduced in Australia, India, Japan, New 
Zealand and the Russian Federation. These restrictions have all been implemented 
since and in response to the COVID-19 crisis and have focused on intensified screening 
of foreign investment and on protecting domestic capacity in the healthcare, 
pharmaceutical, and medical devices industry segments.7 

7 See section 5.1 in this brief for more details per country. 

5� FDI policy trends 

Figure 8. Number and type of investment policy changes in Asian and Pacific 
countries, January 2019-October 2020

Source: ESCAP calculations based on the UNCTAD Investment Policy Hub (accessed October 2020).
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Figure 9. New and terminated BITs, 2019-2020

Source: UNCTAD International Investment Agreements Navigator (accessed November 2020). 

Regarding international investment governance, globally and regionally the 
conclusion of international investment agreements (IIAs) has been slowing down 
since 2017. Globally, as of August 2020 the total number of IIAs in force reached a 
record 37 year low and total of 2,662. Moreover, the number of terminated IIAs has 
continuously outpaced the number of newly signed IIAs over the last three years, 
highlighting the continued need for review and revision of the IIA regime to more 
effectively rebalance investor and host country rights and obligations.

In 2018, 59 IIAs were signed and/or entered into force globally and 38 involved Asian 
and Pacific countries. In 2019, there were 33 new IIAs including 21 regional ones. 
Thus far in 2020, only 9 IIAs globally and 6 regionally were signed and/or entered 
into force. Asian and Pacific countries signed the largest number of IIAs during the 
January 2019-October 2020 period. 

Regionally, there were 30 bilateral investment treaties (BITs) in 2018, 13 in 2019 and 
3 so far in 2020.  Between January 2019 and October 2020, 15 BITs were either 
signed and/or entered into force by countries of the region. Notably, Armenia, 
Japan, and Kyrgyzstan were the three most active countries in concluding BITs. 
Meanwhile,12 BITs were terminated by one or multiple countries in the Asia and the 
Pacific region. India was the most active terminator of agreements in the region, with 
7 BITs terminated during January 2019 to October 2020 period (figure 9).
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Globally, 12 treaties with investment provisions (TIPs) were signed and/or entered 
into force in 2018, 11 in 2019 and 6 so far in 2020. Regionally, there were 8 TIPs 
both in 2018 and 2019, and 5 so far in 2020 (table 1). Most recently and noteworthy 
was the signing of the RCEP in November 2020. As one of the largest trade and 
investment agreements, it stands to significantly boost FDI into the region through 
its investment provisions (box 1) as well as through additional provisions on trade 
in goods and services, intellectual property and e-commerce. These provisions will 
enhance market access while also lowering the cost of transactions for businesses 
and thereby facilitating a better exchange of goods and services within signatory 
countries (UNCTAD, 2020d). Nonetheless, it is imperative that signatory countries 
continue to work towards strengthening their cooperation efforts as geopolitical and 
trade tensions along with a global economic slowdown from the COVID-19 will pose 
challenges for economic integration efforts under RCEP. 

Several new and noteworthy investment policies and frameworks have been 
implemented in East and North-East Asia in 2019 and 2020. For instance, to 
further encourage and promote investment Mongolia opened a one-stop service 
center for FDI in February of 2019. China has further liberalized investment on the 
inbound side, trying to expand and diversify flows, while continuing tight controls on 
outflows. On 30 July 2019, the Special Administrative Measures on Access to Foreign 
Investment (2019 edition), the Free Trade Zone Special Administrative Measures 
on Access to Foreign Investment (2019 edition), and the Catalogue of Encouraged 
Industries for Foreign Investment 2019 came into effect. These catalogues, which 
identify industries where FDI will be welcomed and treated with favourable policies, 
further liberalized market access in China by adding various new industries to the 
list and further revising previously listed ones. Amongst others, Beijing also relaxed 
and streamlined exchange control over cross-border investment, and introduced 
measures to further open China’s financial sector to foreign capital - e.g. by removing 
equity cap restrictions - albeit opening of the financial sector remains incomplete 
(Baker & McKenzie, FenXun, 2020; KPMG, 2019). During the pandemic, China issued 
relief policies and measures to stabilize foreign investment, including the provision of 
“end-to-end” services to large-scale foreign-invested projects under construction to 
guarantee completion as planned. Chinese authorities have also continued to cut the 
number of restrictive measures for foreign investors on the national level by 17.5% 
and by 18.9% for Free Trade Zones. 

5�1 National FDI policies per subregion
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Box 1.
Investment Provisions in the Regional Comprehensive Economic Partnership (RCEP) and 

the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP)

RCEP was signed on 15 November of 2020. Comprising 15 countries (Australia, Brunei 
Darussalam, Cambodia, China, Indonesia, Japan, Lao People’s Democratic Republic, 
Malaysia, Myanmar, New Zealand, the Philippines, Republic of Korea, Singapore, 
Thailand, and Viet Nam), it is now the largest trading bloc and covers nearly one-third 
of the global economy. The Agreement will enter into force 60 days after six ASEAN 
Member States and three non-ASEAN Member States have ratified the Agreement.

Of the 20 chapters of RCEP, Chapter 10 outlines the investment provisions according 
to four key pillars: protection, liberalization, promotion and facilitation. The chapter 
consolidates existing market access among the Parties as previously contained 
in numerous bilateral agreements (UNCTAD, 2020d). Included in the chapter are 
a most-favoured nation treatment clause, commitments on the prohibition of 
performance requirements that extend beyond the WTO Trade Related Investment 
Measures Agreement obligations, a schedule of reservations and non-conforming 
measures that allow for a negative list approach for entry, a framework for supporting 
efforts to liberalize investment in the future, and finally, several investment facilitation 
provisions, including aftercare services and assistance complaint and grievance 
resolution (ASEAN 2020).  The chapter does not provide any provisions on investment 
protection or non-discrimination. More specifically, it does not include investor-state 
dispute settlement mechanisms, however, RCEP Parties have agreed to review this 
after five years after the Agreement has entered into force (New Zealand Ministry 
of Foreign Affairs and Trade, 2020). Several other chapters in the Agreement also 
indirectly will affect investment, such as those on trade in goods, trade in services, 
e-commerce, other rules and disciplines, and economic cooperation.

In comparison, the CPTPP was signed and entered into force for those parties who 
ratified the Agreement in 2018. Members of the CPTPP include Brunei Darussalam, 
Malaysia, Singapore and Viet Nam plus Australia, Canada, Japan, Mexico, New 
Zealand and Peru. Compared to RCEP, CPTPP in particular aims for stricter common 
standards on labour rights, environmental protections and investment dispute 
resolution. The inclusion of the investor-state dispute mechanism in the Agreement 
is the most noteworthy difference in the investment chapter of CPTPP compared to 
RCEP (except for New Zealand for whom these provisions will not apply). Beyond this, 
CPTPP’s investment chapter also provides provisions for inter alia national treatment, 
most-favoured nation clauses, performance requirements, minimum standards of 
treatment, expropriation and compensation, and capital transfers. Policy space 
and flexibility has also been incorporated into the Agreement through reservations 
referred to as ‘non-conforming measures’ which allow Parties to the Agreement to 
maintain exceptions to the CPTPP services and investment chapters in particular 
(Government of Canada, 2018).



FOREIGN DIRECT INVESTMENT TRENDS AND OUTLOOK IN ASIA AND THE PACIFIC

ASIA-PACIFIC TRADE AND INVESTMENT TRENDS 2020/202127

Table 1.  New Treaties with Investment Provisions (TIPs) by Asian and Pacific 
countries, 2018-2020

Source: UNCTAD International Investment Agreement Navigator database (accessed on November 
2019).
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In contrast, Japan has introduced new measures that tighten the country’s existing 
FDI regime. In November 2019, Japan’s Diet passed a bill, which revised the Foreign 
Exchange and Foreign Trade Act. This bill, which came into force in May 2020, tightened 
screening regulations on foreign investment in listed Japanese companies related to 
national security. Sectors falling under intensified screening include arms production, 
nuclear energy, pharmaceuticals and medical devices and the manufacturing of 
integrated circuits, software and telecommunications. Furthermore, as part of its 
$989 billion COVID-19 economic support package announced in April 2020, Japan 
has allocated $2.2 billion towards encouraging Japanese manufacturers to re-shore 
production from China. The initiative was initially introduced in 2019 to mitigate 
supply side disruptions from United States-China trade tensions, and subsequently 
incorporated under the COVID-19 recovery plan (UNCTAD, 2020c). It is expected 
that this move will have lasting effects on the re-organization of regional value chains.

The Republic of Korea also introduced changes to the Foreign Investment Promotion 
Act which now enable intensified screening of investment in sectors considered to 
pose a high threat for leakage of core national technologies as defined by the Act 
on the Prevention of Divulgence and Protection of Industrial Technology (UNCTAD 
Policy Hub, 2020).

In North and Central Asia, the Russian Federation has passed a federal law on the 
protection and promotion of investment, which entered into force in April 2020. The 
new investment policy instrument, which does not replace the existing investment 
region in the Russian Federation, is intended to provide stabilization clauses relating 
to import customs duties, measures of state support and rules regulating land use, 
as well as ecological and utilization fees and taxes. The country also amended its FDI 
restriction in July 2020, which subjects even temporary foreign acquisition of voting 
stakes in strategic companies to screening procedure – a minor change which is not 
likely to have a significant impact on inflows (UNCTAD Investment Policy Hub, 2020).

Meanwhile, Azerbaijan has extended a tax exemption period in industrial and hi-
tech parks; and Uzbekistan has implemented several new policies in 2019 and 2020 
to liberalize investment. Among them include the establishment of the Foreign 
Investors Council to advice the President on matters related to investment in priority 
sectors; the adoption of a comprehensive law on investment in January of 2020; 
the expansion of public services available online that are relevant for investors, such 
as taxpayer registration, and export and import permit applications; and the law 
on Special Economic Zones (SEZs) was adopted in February 2020.  The SEZs law is 
intended to govern the creation and operation of SEZs and also introduces specific 
requirements for investors, for instance at least 90% of employees in an SEZ must be 
an Uzbek citizen (UNCTAD Investment Policy Hub, 2020).
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In South-East Asia, countries in the subregion have continued to pursue national 
policies to develop a more attractive environment for FDI. Indonesia, Lao People’s 
Democratic Republic, Myanmar, the Philippines, Thailand and Viet Nam all introduced 
investment liberalization measures in 2019 and 2020. The only new restrictive 
measures to be introduced in the subregion were in Viet Nam and were related to 
the use of foreign currencies and the foreign indirect capital accounts. 

Indonesia, for instance, introduced new guidelines and procedures that apply 
specifically to divestment obligations and introduced new income tax incentives. 
In response to the COVD-19 pandemic, Indonesia has passed the Omnibus law to 
overhaul tax and labour market laws to boost FDI. After creating a new investment 
ministry in 2018, Myanmar launched its investment promotion committee which is 
tasked with promoting and facilitating investment. Although Myanmar’s investment 
policy and promotion efforts are still in their infancy, the country has nonetheless 
incorporated a direct role for FDI in its overarching COVID-19 pandemic recovery 
plan by including procedures for fast-tracking approval of investment in labour-
intensive and infrastructure projects and a reduction in investment application fees. 
The Philippines relaxed mandatory local employment requirements for foreign 
investors. In 2019, Thailand abolished 3 ministerial regulations on minimum capital 
provisions for foreign countries, and in 2020, in response to the pandemic it has 
introduced new tax incentives to attract FDI into higher tech medical industries. In 
2020, Viet Nam amended its FDI law to redefine ‘foreign investors’ and outline their 
entry and establishment requirements. The new law will take effect in January 2021.  
In response to the pandemic, Viet Nam has also introduced a new decree to expand 
the list of foreign and domestic SMEs eligible for investment incentives.

In South and South-West Asia, Turkey revised its investment incentive regime in 
2019, aiming to encourage inflows in targeted sectors, which include products in 
the medium-high and high technology sectors and products that are critical for the 
development of these sectors (Esin Attorney Partnership, 2020). Meanwhile Pakistan’s 
Board of Investment launched three e-portals in to digitalize all services for investors. 
The new portals, launched in June 2020, are said to improve transparency and ease 
of doing business in the country.

Meanwhile, India has implemented a number of noteworthy investment policies and 
measures since 2019. Some of the most noteworthy include, the relaxation of limits 
to FDI in the insurance sector which abolished ownership ceilings for FDI insurance 
intermediaries; liberalization of FDI rules which ended equity caps in several sectors 
including coal and lignite mining, contract manufacturing and single brand retail 
trading; a clarification to local sourcing requirements that enables the sourcing of 
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goods from firms located in SEZs in India to qualify as meeting mandatory sourcing 
requirements for single brand retails owned by foreign companies; an increase in 
ceiling for FDI into the defense sector to 74% via automatic approval route; and 
clarifications which allow for up firms involved in the uploading and streaming of 
news and current affairs to receive FDI of up to 26% via the automatic approval route. 
In addition to these measures, and in direct response to the COVID-19 pandemic, 
the government also introduced intensified FDI screening procedures from FDI 
originating from neighbouring countries, including Afghanistan, Bangladesh, Bhutan, 
China, Nepal and Pakistan. All FDI originating from these countries now requires 
government approval to proceed. (UNCTAD Investment Policy Hub, 2020)

Finally, in the Pacific, Australia and New Zealand have been the only countries in the 
subregion to introduce new measures in the 2019-2020 period. Most concerning 
are the new restrictive (screening) measures that have been put in place in response 
to the pandemic. For instance, since the end of March 2020, all FDI projects in 
Australia, regardless of the value and the nature of investor, are subject to approval 
under the Foreign Acquisitions and Takeovers Act of 1975. Furthermore, the time 
frame for the screening process was extended from 30 days to six months. Similarly, 
New Zealand introduced new screening measures to its Overseas Investment Act to 
protect national interests. On a positive note, these changes were only introduced 
for a temporary period of two months. While they were subsequently extended for 
another three months (or until the end of 2020), the Government is setting up a 
monitoring and review mechanism with a view to abolish these changes when they 
are no longer relevant in the context of COVID-19 pandemic. (UNCTAD Policy Hub, 
2020). In addition to implementing similar monitoring and review mechanisms, other 
countries in the subregion should also consider including sunset clauses to specify 
when COVID-19 specific investment restrictive measures will end. If such restrictive 
measures remain in place during the recovery period, they risk hampering a rebound 
in FDI levels across the region.
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The road to recovery from COVID-19 pandemic will be hard and gradual, and it 
will require a significant influx of resources. FDI is an especially important resource 
as public financing will be tight. Getting back to pre-COVID-19 pandemic levels, 
however, will take time as cross-border business ties need to be re-established, 
appropriate projects need to be identified to attract investors as well as convince 
them to stay and expand. Yet restoring and increasing FDI to, from and within the 
region will be critical to enabling Asian and Pacific countries to get back on the 
recovery path towards sustainable development.

6� Policy priorities to support a rebound in FDI 
and maximize its contribution to sustainable 
development 

Despite hampering investment, the pandemic has provided governments a unique 
window of opportunity to re-examine their approaches to inward and outward 
investment and take steps to revamp their FDI strategies to make them more fit for 
purpose and ensure they maximize the potential of FDI to contribute to sustainable 
development. Bold, new actions taken by countries today will set the national 
development trajectory for perhaps the next decade and longer. 

To this end, at the national level, countries must remain open to FDI. In practice this 
means improving incentives for FDI in priority sustainable development sectors while 
also removing those that hinder it, as well as introducing sunset clauses into any new 
restrictive measures that have been implemented in direct response to the pandemic. 
Alongside these efforts, current FDI policies must be reviewed and revised to ensure 
they complement sustainable development priorities and enable countries to attract, 
retain and facilitate investments to support digital transformation, green growth, as 
well as the enhancement of public healthcare systems, including the production of 
medication and vaccines. Simplifying investment processes to ensure both openness 
and clarity of rules regarding foreign investment as well as establishing a business 
climate conducive for investment will go a long way in helping to mobilize investments 
that provide the greatest benefits in terms of sustainable development. 

The COVID-19 pandemic has provided new impetus to focus on higher levels of 
higher quality FDI in the digital economy and in support of green growth. Regarding 
the former, measures enacted by governments to contain COVID-19 pandemic have 
propelled businesses towards digitalization and the provision of online operations 
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and services as demand for them has grown. This combined with an already present 
and growing trend towards automation have accelerated the digital transformation 
in countries across the region and beyond. At the policy level, governments must 
begin to focus on their digital competitiveness, which will be determined by good 
digital infrastructure, a digitally skilled workforce, and a dynamic environment for 
technology companies. These elements must be supported by a fit-for-purpose 
regulatory framework, a national digital economy plan (Stephenson and Sen, 2020), 
and a coherent digital investment policy.

The pandemic has also provided a unique reset moment in which governments in 
the region and beyond have an unparalleled opportunity to create an enduring 
inclusive, green and resilient path to recovery. Scaling up FDI in the green economy 
can significantly contribute to this by channelling more investment into climate-
friendly infrastructure, transport systems, power generation, sewage and waste 
management systems among others. To leverage this opportunity, governments 
must first start by identifying their priority green sectors among those mentioned 
above, and thereafter design and operationalize ambitious, whole-of-society green 
investment agendas focused on attracting higher levels of higher quality investment 
in these sectors. Alongside these efforts, policymakers must implement clear policy 
and regulatory frameworks to attract and ensure that there is a level playing field 
for such investments; introducing financial mechanisms to attract green investments; 
and encouraging more environmentally friendly corporate behaviour.

To support these efforts, policymakers and IPAs need to develop the appropriate 
indicators to enable them to assess, measure and monitor the impact of individual FDI 
project on sustainable development, i.e. the contribution of FDI projects to national 
sustainable development priorities. ESCAP is currently developing guidelines and 
templates for such indicators along the three dimensions of sustainable development. 
This will help countries target and prioritize specific FDI from specific sources in 
specific priority sectors, including FDI in the digital economy and green growth 
sectors.

At the international level, the pandemic has further slowed international treaty 
making and resulted in numerous rounds of IIA negotiation rounds being postponed 
or canceled. Nonetheless, it is imperative that these rounds resume and that countries 
work together to enhance and streamline international investment governance and 
rebalance IIAs to make them more sustainable development-oriented. While many 
IIAs currently include provisions on investment promotion and cooperation as well 
as requirements to harmonize investment rules and regulations, they must improve 
the extent to which they are oriented towards sustainable development by reflecting 
all three dimensions of it. Regional cooperation along with political commitment to 
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keeping countries open to investment and to reforming the international investment 
governance regime will be critical to helping economies and businesses build back 
better in the recovery period and harness the potential of regional value chain linked 
FDI. 

ESCAP is committed to providing the policy advisory work and technical assistance 
needed to support its member States in these priority areas. To this end, in 2021 
ESCAP will release the second edition of its Handbook on FDI Policies, Promotion 
and  Facilitation for Sustainable Development in Asia and the Pacific as well as a 
Policy Toolkit for Maximizing the Outcomes of Outward Foreign Direct Investment.8  
In addition to this, ESCAP is also currently developing guidelines and templates to 
enable countries to develop context specific sustainable FDI indicators then will 
enable them to target and prioritize FDI from specific sources in key priority sectors. 
Beyond this, ESCAP’s intergovernmental platform, particularly its ARTNeT on FDI 
platform is well placed to bring the region’s policymakers and stakeholders together 
to collectively develop strategies to ensure FDI policies and regulatory frameworks 
enable the region to get back on the path towards sustainable development.

8 The latter publication will be jointly released by the ESCAP, the World Economic Forum and Kings 
College of London.
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