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U.S. Direct Investment Abroad
Detail for Historical-Cost Position and Related Capital and Income Flows, 2002

The following tables present detailed estimates of the U.S.
direct investment position abroad on a historical-cost, or
book-value, basis and estimates of the related capital and
income flows; summary estimates of services transactions
are also presented. (For definitions, see the box “Key
Terms.”) These estimates show the geographic and the
industrial composition of U.S. companies’ investment
abroad and the related capital, income, and services flows
and can be used to determine how the composition of
these items has changed over time. They expand on the
estimates presented in articles in the July 2003 Survey orF
CurreNT Business that summarized developments in the
direct investment position at historical cost in 2002 and
the annual revision of the international accounts.?

The estimates for 1999-2002 of the U.S. direct invest-
ment position abroad at yearend and the estimates of
capital flows, income, and services transactions incorpo-

1. See Maria Borga, “Direct Investment Positions for 2002: Country and
Industry Detail,” Survey 83 (July 2003): 22-31; and Christopher L. Bach,
“Annual Revision of the U.S. International Accounts, 1992—-2002,” Survey 83
(July 2003): 32-45.

This report was prepared by Jeffrey H. Lowe.

Data Availability

Estimates of the U.S. direct investment position
abroad and of transactions between U.S. parents and
their foreign affiliates that enter the U.S. international
transactions (balance of payments) accounts are avail-
able on BEA's Web site. To access the estimates, go to
www.bea.gov, see “International,” click on “Direct
Investment,” and then under “U.S. direct investment
abroad,” click on “Balance of payments and direct
investment position data.”

rate the results of BEA's 1999 benchmark survey of U.S.
direct investment abroad (USDIA); the prior benchmark
survey covered 1994. The revisions to the estimates for
2000 forward also reflect the incorporation of new or
revised data from BEA's quarterly surveys of transactions
between U.S. parents and their foreign affiliates and of
annual surveys of financial and operating data of U.S.
parents and their foreign affiliates.

The estimates presented here incorporate two major
changes in industry classification from those published in
September 2002.2 First, the detailed industry estimates of
U.S. direct investment position abroad, capital flows,
income, and services transactions are now classified by
International Survey Industry (1SI) classifications derived
from the 1997 North American Industry Classification
System (NAICS).? Previously, the by-industry estimates
had been based on ISI classifications derived from the
1987 Standard Industrial Classification (SIC) system.
Many of the NAICS-based ISI industries correspond to
SIC-based industries. However, many of these industries
have been rearranged among the higher level groups in

2. For additional information on these changes, see the box “New Indus-
try Classifications” in Borga, 26.

3. Beginning with the upcoming 2004 benchmark survey of U.S. direct
investment abroad, the ISI classifications will be derived from the 2002
NAICS.
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General Notes to the Tables

. Detail may not add to totals, because of rounding.

. An asterisk “(*)” indicates a value between —$500,000
and $500,000 or between —0.5 percent and 0.5 percent.

. A “(D)” indicates that the data in the cell have been
suppressed to avoid the disclosure of data of individual
companies.

. “Eastern Europe” comprises Albania, Armenia, Azer-
baijan, Belarus, Bulgaria, Czech Republic, Estonia,
Georgia, Hungary, Kazakhstan, Kyrgyzstan, Latvia,
Lithuania, Moldova, Poland, Romania, Russia, Slova-
kia, Tajikistan, Turkmenistan, Ukraine, and Uzbeki-
stan.

. The European Union (15) comprises Austria, Belgium,
Denmark, Finland, France, Germany, Greece, Ireland,
Italy, Luxembourg, the Netherlands, Portugal, Spain,
Sweden, and the United Kingdom.

. OPEC is the Organization of Petroleum Exporting
Countries. Its members are Algeria, Indonesia, lIran,
Iragq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, the
United Arab Emirates, and Venezuela.
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Key Terms

The key terms used in this statistical presentation are described
in this box. For a more detailed discussion of these terms and
the methodology used to prepare the estimates, see U.S. Direct
Investment Abroad: 1994 Benchmark Survey, Final Results
(Washington, DC: U.S. Government Printing Office, May
1998). (The final results of the 1999 benchmark survey of U.S.
direct investment abroad, including an updated methodology,
is scheduled to be published in the coming months.) The meth-
odology is also available at BEA's Web site at www.bea.gov.

Direct investment. Investment in which a resident of one
country obtains a lasting interest in, and a degree of influence
over the management of, a business enterprise in another coun-
try. In the United States, the criterion used to distinguish direct
investment from other types of investment is ownership of at
least 10 percent of the voting securities of an incorporated busi-
ness enterprise or the equivalent interest in an unincorporated
business enterprise.

U.S. direct investment abroad (USDIA). The ownership or
control, directly or indirectly, by one U.S. resident of 10 percent
or more of the voting securities of an incorporated foreign
business enterprise or the equivalent interest in an unincorpo-
rated foreign business enterprise.

Foreign affiliate. A foreign business enterprise in which a
single U.S. investor (that is, a U.S. parent) owns at least 10 per-
cent of the voting securities, or the equivalent.

Direct investment capital flows. Funds that U.S. parent
companies provide to their foreign affiliates net of funds that
foreign affiliates provide to their U.S. parents. Capital flows also
include the funds that U.S. direct investors pay to unaffiliated
foreign parties when affiliates are acquired and the funds
that U.S. direct investors receive from them when affiliates are
sold.

Direct investment capital flows consist of equity capital,
intercompany debt, and reinvested earnings. Equity capital
flows are the net of equity capital increases and decreases.
Equity capital increases consist of payments by U.S. parents to
unaffiliated foreign parties for the purchase of capital stock or
other equity interests when they acquire an existing foreign
business, payments made to acquire additional ownership
interests in their foreign affiliates, and capital contributions to
their foreign affiliates. Equity capital decreases are the funds
U.S. parents receive when they reduce their equity interest in
their foreign affiliates. Intercompany debt flows result from
changes in net outstanding loans and trade accounts between
U.S. parents and their foreign affiliates, including loans by par-
ents to affiliates and loans by affiliates to parents. Reinvested
earnings are the U.S. parents’ claim on the current-period
undistributed after-tax earnings of their foreign affiliates.

U.S. direct investment position abroad. The value of U.S.
direct investors’ equity in, and net outstanding loans to, their
foreign affiliates. The position may be viewed as the U.S. direct
investors’ net financial claims on their foreign affiliates,
whether in the form of equity (including reinvested earnings)
or debt.

BEA prepares estimates of the positions for USDIA that are
valued on three bases—historical cost, current cost, and market

value. See tables 1 and 3 in this article, and also see the box,
“Alternative Measures of the Direct Investment Positions” in
Maria Borga, “Direct Investment Positions for 2002: Country
and Industry Detail” in Survey oF CurrenT Business 83 (July
2003): 22.

Valuation adjustments to the historical-cost position.
Adjustments that are made to account for the differences
between changes in the historical-cost position, which are mea-
sured at book value, and direct investment capital flows, which
are measured at transaction value. (Unlike the positions on a
current-cost and market-value basis, the historical-cost posi-
tion is not adjusted to account for changes in the replacement
cost of the tangible assets of affiliates or in the market value of
U.S. parent companies’ equity in foreign affiliates.)

Valuation adjustments to the historical-cost position consist
of currency translation and “other” valuation adjustments.
Currency-translation adjustments are made to account for
changes in the exchange rates that are used to translate foreign
affiliates’ foreign-currency-denominated assets and liabilities
into U.S. dollars. The precise effects of currency fluctuations on
these adjustments depend on the value and currency composi-
tion of affiliates” assets and liabilities. If an affiliate’s assets
exceed its liabilities denominated in a particular foreign cur-
rency, depreciation of the currency against the dollar will result
in negative translation adjustments, and appreciation of the
currency will result in positive adjustments. In the less com-
mon (but not unusual) case of a net liability position in a for-
eign currency, depreciation of the currency will result in
positive adjustments, and appreciation will result in negative
adjustments.

“Other” valuation adjustments are made to account for dif-
ferences between the proceeds from the sale or liquidation of
foreign affiliates and their book values, for differences between
the purchase prices of affiliates and their book values, for write-
offs resulting from uncompensated expropriations of affiliates,
and for capital gains and losses (other than translation adjust-
ments). These capital gains and losses represent the revaluation
of the assets of ongoing foreign affiliates for reasons other than
exchange-rate changes, such as the sale of assets (other than
inventory) for an amount different from their book value. Also,
for individual countries and industries, adjustments may be
made to effect changes in the industry or country of a foreign
affiliate.

Direct investment income is the return on the U.S. direct
investment position abroad. It consists of earnings (that is, the
U.S. parents’ shares in the net income of their foreign affiliates)
and the net interest received by the U.S. parents on outstanding
loans and trade accounts between the U.S. parents and their
foreign affiliates.

Services transactions represent receipts and payments
between U.S. parents and their foreign affiliates for services
provided to one another. They consist of royalties and license
fees for the use or sale of intangible property or rights (includ-
ing patents, trademarks, and copyrights) and for other private
services (consisting of service charges, rentals for tangible
property, and film and television tape rentals).
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which they appear. One major difference is that nonbank
holding companies, previously grouped in the SIC-based
category “finance (except depository institutions), insur-
ance, and real estate” are now grouped in the
NAICS-based category “management of nonbank com-
panies and enterprises,” which is included in the tables in
“other industries.” Table 19 provides information on
holding companies, showing the countries in which they
are most significant.

Second, petroleum is no longer shown as a separate
major industry in the tables; instead, the various petro-
leum-related activities are distributed among the major
NAICS industry groups or sectors to which they belong.
Estimates for petroleum as previously constituted are
shown as an addendum to table 17, which shows selected
direct investment items by detailed industry of foreign
affiliate. To facilitate assessment of the effects of these
changes and to provide a bridge between the estimates
classified on the old basis and on the new basis, table A
shows data for selected items for 1999 by industry of for-
eign affiliate on an SIC basis.

In order to make BEA's international accounts more
consistent with international guidelines, the estimates
presented here also incorporate a change in geographical
classification. In these estimates, affiliates that have oper-
ations spanning more than one country and that are
engaged in petroleum shipping, other water transporta-
tion, or offshore oil and gas drilling are now classified in
the country of residence of the operator of the ship or the
equipment. In most cases, the country of the operator is
the same as the country of incorporation. Previously,
these affiliates were classified in a separate geographic
category “international

The estimates in tables 4-19 differ in two respects
from those of comparable items in the international
investment position of the United States and in the U.S.
international transactions accounts.> First, these esti-
mates are on a historical-cost basis, the only basis on
which detailed estimates by country and by industry are
available. In contrast, the aggregate estimates of the direct
investment position that are included in the international
investment position are presented on both a current-cost
and a market-value basis, and the aggregate estimates of
direct investment income (recorded in the current
account) and capital flows (recorded in the financial
account) in the U.S. international transactions accounts
are presented on a current-cost basis. Second, the
estimates of direct investment income and services in
these tables, unlike those in the U.S. international trans-
actions accounts, are net (after deduction) of U.S. and

4. See International Monetary Fund, Balance of Payments Manual
(BPMS5), 5t ed. (Washington, DC: 1993).

5. See Elena L. Nguyen, “The International Investment Position of the
United States at Yearend 2002,” Survey 83 (July 2003): 13-21; and Douglas
B. Weinberg and Patricia E. Abaroa, “U.S. International Transactions, First
Quarter 2003,” Survey 83 (July 2003): 49-113, which includes annual esti-
mates for 1971-2002.
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Table A. U.S. Direct Investment Abroad: Selected Data for 1999
by Industry of Foreign Affiliate on an SIC Basis

[Millions of dollars]

Direct
investment |  Capital
positionon | outflows Income
a historical- | (inflows (-))
cost basis
All industries 1,215,960 209,392 114,348
Petroleum 88,058 11,572 10,339
Oil and gas extraction 62,098 8,423 7,515
Crude petroleum extraction (no refining) and natural
as 52,517 5,744 7,057
Oil and gas field services 9,582 2,679 458
Petroleum and coal products 13,828 1,646 1,111
Integrated petroleum refining and extraction 5,983 274 468
Petroleum refining without extraction... 7,486 1,372 630
Petroleum and coal products, nec .. 360 * 13
Petroleum wholesale trade 7,236 578 1,389
Other 4,896 926 324
Manuf; ing 316,969 40,818 34,875
Food and kindred products 36,029 2,631 4,435
Grain mill and bakery products.. 6,234 177 542
Beverages 12,790 1,529 1,414
Other 17,004 925 2,480
Chemicals and allied products 82,221 9,145 8,932
Industrial chemicals and synthetics 29,267 3,618 2,322
Drugs 29,661 1,892 4,182
Soap, cleaners, and toilet goods..... 8,800 760 1,367
Agricultural chemical 3,781 1,458 174
Chemical products, nec.......... 10,713 1,417 888
Primary and fabricated metals... 20,111 1,807 1,453
Primary metal industries 7,793 808 517
Ferrous 1,616 223 122
Nonferrous 6,177 586 395
Fabricated metal products 12,317 999 936
Industrial machinery and equipment... 32,187 6,276 4,479
Farm and garden machinery. 966 387 -5
Construction, mining, and materials handling
machinery 4,387 511 251
Computer and office equipment 14,881 3,522 3,195
Other 11,953 1,856 1,038
Electronic and other electric equipment 39,793 6,328 4,900
Household appliances ...... 1,752 114 270
Household audio and vide
equipment 11,781 2,537 877
Electronic components and accessories 20,089 2,853 3,192
Electronic and other electric equipment, nec 6,170 823 561
Transportation equipment .............. 40,775 4,102 4,257
Motor vehicles and equipment... 37,117 3,451 3,583
Other 3,659 651 674
Other manufacturing 65,853 10,529 6,418
Tobacco products 2,900 178 (D)
Textile products and apparel 3,799 600 384
Lumber, wood, furniture, and fixtures .. 5,876 1,226 526
Paper and allied products . 12,818 1,675 930
Printing and publishing .......... 5,295 3,427 269
Rubber products 6,549 607 465
Miscellaneous plastics products............c.coeevemeereeences 4,054 673 47
Glass products 3,879 -28 7
Stone, clay, and other nonmetallic mineral products.... 2,688 256 200
Instruments and related products............ccoeeeveerrieences 14,904 1,396 1,852
Other 3,093 520 (D)
Wholesale trade 78,982 10,426 11,028
Durable goods 54,281 8,340 7,130
Nondurable goods 24,701 2,086 3,898
Depository institutions. 40,879 903 967
Finance (except depository institutions), insurance,
and real estate 509,452 97,101 47,118
Finance, except depository institutions.... 146,650 22,163 9,489
Insurance 53,284 6,154 4,057
Real estate.... 5,161 935 21
Holding comp: 304,357 67,849 33,362
Services 83,084 20,214 7,292
Hotels and other lodging places ............cccuomvvnneireneinee 7,196 4,394 41
Business services 46,096 9,720 4,622
Advertising 5,076 1,024 242
Equipment rental (except automotive and computers) 6,256 1,056 599
Computer and data processing services . 26,261 6,457 3,151
Business services, nec..... 8,503 1,183 631
Automotive rental and leasing . 6,346 (D) 201
Motion pictures, including television tape and film............ 3,280 221 265
Health services 342 127 14
Engineering, architectural, and surveying services ......... 2,704 247 191
Management and public relations services..................... 5,138 1,120 483
Other 11,982 (D) 1,104
Other industries 98,536 28,359 2,729
Agriculture, forestry, and fishing...........cc.oveveeneennnieirnnes 1,448 399 4
Mining 10,477 818 934
Construction 1,596 227 212
Transportation 4,690 642 -83
Communication 29,547 7,819 -1,800
Electric, gas, and sanitary Services............cocuurveneuen. 23,826 1,489 1,552
Retail trade 26,951 16,964 1,872

Nore. In this table, unlike in the international transactions accounts, income and capital outflows are shown

without a current-cost adjustment, and income is shown net of withholding taxes.
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foreign withholding taxes. Estimates that are gross of
withholding taxes are not available at the detailed coun-
try by industry level shown in tables 4-19.

Table 1 presents the total U.S. direct investment posi-
tion abroad and a comparable rate of return on the posi-
tion on all three valuation bases (historical cost, current
cost, and market value). Table 2 presents a reconciliation
of the estimates in tables 4-19 with those in the U.S.
international transactions accounts. Table 3 presents a
short time-series of the major accounts on both a histori-
cal-cost basis and as presented in the international trans-
actions accounts and the international investment
position accounts.

Revisions to the estimates

Table B compares the revised estimates by area of foreign
affiliate for 1999-2002 with the estimates that were linked
to the 1994 benchmark survey.® Comparisons by industry
are not possible for 2000-2002, because the revised esti-
mates can be classified by industry only on the basis of
the new NAICS-based classifications, while the previous
estimates can be classified by industry only on the basis of
the old SIC-based classifications. Comparisons by indus-
try are shown for 1999 because both the revised estimates
and the previous estimates are available on an SIC basis.

Revisions for 1999. There were upward revisions for
each of the accounts shown in table B. The direct invest-
ment position on a historical-cost basis was revised up
$42.8 hillion, to $1,216.0 billion. Capital outflows were
revised up $34.8 billion, to $209.4 billion, and income
was revised up $2.0 billion, to $114.3 billion. Net receipts
of royalties and license fees were revised up $2.2 billion,
to $24.0 billion; U.S. parents’ receipts were revised up
$2.6 billion, to $26.2 billion, and U.S. parents’ payments
were revised up $0.5 billion, to $2.2 billion. Net receipts
for other private services were revised up $1.7 billion, to
$6.7 billion; U.S. parents’ receipts were revised up $4.2
billion, to $22.2 billion, and U.S. parents’ payments were
revised up $2.5 billion, to $15.5 billion. In general, the
upward revisions were widespread by area and by indus-
try, but there were downward revisions in a few areas and
industries in each of the accounts.

Revisions for 2000-2002. The direct investment posi-
tion was revised up $22.8 billion for 2000 and $1.6 billion
for 2001. Capital outflows were revised down $22.3 bil-
lion for 2000, down $10.2 billion for 2001, and up $10.8
billion for 2002. For capital outflows, the revision for
2000 largely resulted from a downward revision to net
intercompany debt outflows, the revision for 2001 mainly
resulted from a downward revision to reinvested earn-
ings, and the revision for 2002 reflected upward revisions

6. No data are shown for 2002 in the direct investment position columns
because estimates for 2002 were first published in the July 2003 Survey and
have not been revised. No data are shown for royalties and license fees and
other private services for 2002 because estimates net of withholding taxes
are presented here for the first time.
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to intercompany debt and reinvested earnings that were
partly offset by a downward revision to equity capital
outflows. Income was revised down $1.4 billion for 2000,
down $4.0 billion for 2001, and up $11.5 billion for 2002.
Net receipts of royalties and license fees were revised up
$3.0 billion for 2000 (U.S. parents’ receipts were revised
up $3.5 billion, and U.S. parents’ payments were revised
up $0.5 billion) and $2.9 billion for 2001 (U.S. parents’
receipts were revised up $3.4 billion, and U.S. parents’
payments were revised up $0.5 billion). Net receipts for
other private services were revised up $0.4 billion for
2000 (U.S. parents’ receipts were revised up $3.3 billion,
and U.S. parents’ payments were revised up $2.8 billion)
and $0.2 billion for 2001 (U.S. parents’ receipts were
revised up $3.5 billion, and U.S. parents’ payments were
revised up $3.3 billion).

Technical Note

The estimates for 1999-2002 of the U.S. direct investment
position abroad at yearend and the estimates of capital
flows, income, and services transactions presented here
incorporate the results of BEAs 1999 benchmark survey
of U.S. direct investment abroad (USDIA); the previous
benchmark survey covered 1994. The revisions to the
estimates for 2000 forward also reflect the incorporation
of new or revised data from BEA's quarterly and annual
surveys of USDIA.

Benchmark surveys are normally conducted once
every 5 years and cover virtually the entire universe of
foreign affiliates of U.S. direct investors in terms of
value.” In the 1999 survey, direct investors were required
to file reports for all affiliates that had total assets, sales,
or net income (or loss) greater than $7 million in their
1999 fiscal year. Affiliates that did not meet these criteria
were exempt from the survey.?

In nonbenchmark vyears, the estimates of the direct
investment position and balance of payments flows are
derived from data reported quarterly for all affiliates
above a size-exemption level and from estimates for
smaller affiliates. The estimates for affiliates not reported
in the quarterly surveys are derived by extrapolating data
from the benchmark survey or from the prior quarterly
survey, using movements in the data for a matched
sample of affiliates that reported in both prior and cur-
rent quarterly surveys.

7. For a detailed description of the methodology underlying USDIA sta-
tistics, including basic concepts and definitions, see U.S. Direct Investment
Abroad: 1994 Benchmark Survey, Final Results. (Washington, DC: U.S. Gov-
ernment Printing Office, May 1998). (The final results of the 1999 bench-
mark survey of U.S. direct investment abroad, including an updated
methodology, is scheduled to be published in the coming months.)

8. In contrast to the practice in past benchmark surveys of U.S. direct
investment abroad, the results for this survey, as well as the estimates linked
to it, include estimates for all items for the affiliates that were exempt. These
estimates were based on a few major data items (including assets, sales, and
position) supplied for affiliates in the claims for exemption. The exempt
affiliates accounted for only 0.5 percent of the total assets of the reported
affiliates.
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Benchmarking the 1999 quarterly survey data

The benchmarking procedure for 1999 consisted of a
series of four steps that mainly compared the data
reported in the quarterly sample survey of USDIA with
the data reported in the 1999 benchmark survey. First, for
affiliates that were reported in both surveys, the data
from the quarterly surveys were reconciled with the data

U.S. Direct Investment Abroad
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from the benchmark survey. Significant discrepancies
were investigated and resolved, usually in favor of the
benchmark survey data, which are generally considered
more accurate because they are reported later than the
quarterly survey data. Additionally, because the bench-
mark survey data are more comprehensive, they can be
more thoroughly edited and cross-checked.

Table B. U.S. Direct Investment Abroad: Comparison of Previously Published and Revised Estimates by Area for 1999-2002 and by SIC-Based Industry for 1999

[Millions of dollars]

Direct investment position on a Capital outflows . ; ; ;
historical-cost basis (inflows(-) Income Royalties and license fees, net Other private services, net
Previously ; y Previously ; . Previously ; . Previously : y Previously ; .
published Revised | Difference published Revised | Difference published Revised | Difference published Revised | Difference published Revised | Difference
1999
All areas, all industries ................ccc...... 1,173,122 | 1,215,960 42,838 | 174,576 | 209,392 34,816 | 112,359 | 114,348 1,989 21,834 23,988 2,154 5,027 6,743 1,716
By area
Canada 111,747 | 119,590 7,843 18,122 22,824 4702 12,103 13,529 1,426 (D) 1,680 (D) 2,074 2,577 503
Eugfpe 611,958 | 627,754 15,796 99,224 | 109,484 10,260 57,704 58,289 585 13,370 13,870 500 1,369 2,068 699
which:

United Kingdom...........cccvvveerceeeneienenens 228,574 | 216,638 | -11,936 47,839 47,265 -574 14,915 13,629 -1,286 2,019 2,142 123 -1,524 -1,455 69
Latin America and Other Western Hemisphere | 237,748 | 253,928 16,180 34,277 44,658 10,381 19,636 19,686 50 (D) (D) 286 550 1,129 579
Africa 13,621 13,118 -503 498 596 98 1,876 1,803 -73 223 230 7 40 91 51
Middle East 10,712 10,950 238 5 1,000 995 1,180 1,334 154 36 80 44 -107 -18 89
Asia and PagCific ...........cc..orrereerirneeeiereienenns 184,313 | 190,621 6,308 21,890 30,831 8,941 19,927 19,707 -220 5,605 (D) (D) 1,029 896 -133
International ' 3,024 | oo -3,024 560 [ oo -560 68 | s 68 2 | i -2 T2 | s -72

By SIC-based industry

Petroleum 90,493 88,058 2,435 9,481 11,572 2,091 10,174 10,339 165 23 22 -1 757 848 91
Manufacturing 306,156 | 316,969 10,813 34,939 40,818 5,879 33,213 34,875 1,662 11,897 12,875 978 3,768 5,018 1,250
Wholesale trade 74,215 78,982 4,767 6,413 10,426 4,013 10,837 11,028 191 3,485 3,459 -26 -17 587 604
Depository institutions 38,365 40,879 2,514 533 903 370 856 967 111 1 3 2 603 592 -1
Finance (except depository institution:

insurance, and real estate .............c.couevinnne 498,468 | 509,452 10,984 86,419 97,101 10,682 45,906 47,118 1,212 -109 211 -102 -1,858 2,187 -329
Services 72,054 83,084 11,030 14,473 20,214 5,741 8,050 7,292 -758 5,465 6,650 1,185 518 525 7
Other iINAUSHES ... 93,371 98,536 5,165 22,318 28,359 6,041 3,323 2,729 -594 1,071 1,189 118 1,256 1,360 104

2000

All areas ... 1,293,431 | 1,316,247 22,816 | 164,969 | 142,627 | -22,342 | 135,109 | 133,692 -1,417 21,496 24,482 2,986 6,414 6,839 425
Canada 128,814 | 132,472 3,658 18,950 16,899 -2,051 14,688 16,181 1,493 1,249 (D) (D) 2,198 2,337 139
Europe 679,457 | 687,320 7,863 92,427 77976 | -14,451 66,523 65,574 -949 12,365 (D) (D) 2,072 2,514 442

Of which:

United Kingdom...........ccooevverinrienniionnnnnns 241,663 | 230,762 | -10,901 35,763 28,317 —7,446 20,655 19,099 -1,556 (D) (D) (D) -1,021 -1,263 242
Latin America and Other Western Hemisphere | 251,863 | 266,576 14,713 23,442 23,212 -230 18,703 19,796 1,093 (D) (D) (D) 714 677 =37
Africa 14,417 11,891 2,526 1,151 716 -435 2,675 2,010 -665 187 195 8 177 231 54
Middle East 11,087 10,863 —224 1,635 1,375 —-260 2,254 2,272 18 51 85 34 =77 -15 62
Asia and Pacific . 205,317 | 207,125 1,808 27,333 22,449 -4,884 29,983 27,861 -2,122 (D) 7,222 (D) 1,270 1,096 -174
International ! 2476 | oo 2,476 31 [ -31 282 | i 282 [ I 0 (SO R —60

2001

AlLAreas ..o 1,381,674 | 1,383,225 1,551 | 113,977 | 103,767 | -10,210 | 111,089 | 107,060 -4,029 20,392 23,249 2,857 7,770 7,987 217
Canada 139,031 | 141,789 2,758 14,440 15,510 1,070 11,773 11,881 108 (D) (D) (D) 2,596 2,491 -105
Eugfpe 725,793 | 716,901 -8,892 56,133 44720 | -11,413 55,667 51,133 -4,534 11,580 12,158 578 2,831 3,304 473

which:

United Kingdom...........cccveveereceeeneienenens 249,201 | 238,773 | -10,428 13,231 15,720 2,489 12,051 9,665 -2,386 1,944 2,069 125 -852 -935 -83
Latin America and Other Western Hemisphere | 269,556 | 282,328 12,772 26,510 26,152 -358 18,718 18,860 142 (D) (D) (D) 883 580 -303
Africa 15,872 13,411 -2,461 798 1,120 322 2,063 1,537 -526 208 (D) (D) 184 245 61
Middle East 12,643 12,351 292 1,269 1,585 316 1,314 1,375 61 63 (D) (D) -108 -93 15
Asia and Pacific ..., 216,501 | 216,445 -56 15,012 14,680 -332 21,153 22,274 1,121 5,679 7,082 1,403 1,322 1,459 137
International ! 2,278 2,278 -184 |. 184 402 -402 0 0 61 -61

20022

All areas 108,950 | 119,742 10,792 | 112,434 | 123,889 11,455
Canada 17,329 12,893 -4,436 9,791 11,098 1,307
Europe 67,650 66,761 -889 55,002 59,487 4,485

Of which:

United Kingdom 18,572 18,871 299 10,258 11,250 992
Latin America and Other Western Hemisphere 3,487 8,610 5123 16,974 16,809 -165
Africa 1,251 861 -390 2,495 1,938 557
Middle East 618 1,837 1,219 1,673 1,864 191
Asia and Pacific 18,403 28,779 10,376 26,290 32,694 6,404
International ! 213 [ -213 208 | i —-208

2. No data are shown for 2002 in the direct investment position columns because estimates for 2002 were first published
in the July 2003 Survey and have not been revised. No data are shown for royalties and license fees and other private
services for 2002 because estimates net of withholding taxes are presented in this report for the first time.

Nore. In this table, unlike in the international transactions accounts, capital outflows and income are shown without a
current-cost adjustment and income and royalties and license fees are shown net of withholding taxes.

SIC Standard Industrial Classification

1. In the previously published estimates, affiliates that have operations spanning more than one country and that are
engaged in petroleum shipping, other water transportation, or offshore oil and gas drilling are classified in a separate
geographic category “International.” Beginning with the revised estimates for 1999, these affiliates are classified in the
country of residence of the operator of the ship or the equipment. In most cases the country of the operator is the same as
the country of incorporation. Because there are no revised estimates in “International,” dashes are shown in the “Revised”
columns.
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As part of this reconciliation process, the benchmark
survey data were adjusted from a fiscal year basis to a cal-
endar year basis—that is, from the basis on which the
data were reported to the basis on which the U.S. interna-
tional transactions accounts and the international invest-
ment position of the United States are compiled. For
about three-fourths of the affiliates, the fiscal year coin-
cided with the calendar year, so no adjustment was neces-
sary.® For affiliates whose fiscal year did not coincide with
the calendar year but whose data were reported on both
the quarterly survey and the benchmark survey, the sum
of the quarterly survey data for the four quarters of the
affiliate’s 1999 fiscal year was reconciled with the fiscal
year 1999 total reported in the benchmark survey. The
calendar year estimates for these affiliates were derived as
the sum of (1) the reconciled quarterly data for the quar-
ters that were included in both fiscal and calendar year
1999 and (2) the data from the quarterly survey for the
calendar quarters not covered by the benchmark survey.

Second, data for affiliates that were not reported in the
benchmark survey but that were reported (or were esti-
mated based on reports previously filed) in the quarterly
survey were added to the quarterly estimates.

Third, data were removed from the quarterly estimates
for any affiliates that the benchmark survey indicated had
either left the direct investment universe or been consoli-
dated into other affiliates since the 1994 benchmark sur-
vey (and whose exit or consolidation had not already
been captured by BEA's quarterly and annual surveys).

Fourth, the data for affiliates that were reported in the
benchmark survey (or whose data were estimated based
on exemption claims from that survey) but that were not
reported in the quarterly and annual surveys were added
to the quarterly estimates. The data from the benchmark
survey for fiscal year 1999 were used as the estimates for
calendar year 1999 and in general were distributed evenly
among the four calendar quarters of the year.

Estimates for 2000 forward

For 2000 forward, universe estimates of the direct invest-
ment position and balance of payments flows were gener-
ally derived from (1) data reported in the quarterly

9. The fiscal year data for the direct investment position, capital flows,
income, royalties and license fees, and charges for other services will be
available in the coming months when the final results of the 1999 bench-
mark survey of U.S. direct investment are published.
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surveys for the year being estimated for a sample of the
affiliates that were also reported in the 1999 benchmark
survey, (2) data reported in the quarterly surveys for the
year being estimated for affiliates that entered the direct
investment universe since the 1999 benchmark survey
and that met the reporting criteria for the quarterly sur-
vey, and (3) estimates for affiliates that were not reported
in the quarterly surveys for the year being estimated.

Conceptually, the estimates of the direct investment
position and the balance of payments flows cover the
affiliate universe. To ensure coverage that is as complete
as that in the 1999 benchmark survey, estimates are pre-
pared for affiliates that were reported in the benchmark
survey (or whose 1999 data were estimated based on
quarterly reports or on information filed on exemption
claims from that survey) but that were not reported in the
quarterly surveys for the year 2000 or later, either because
they were exempt or because they should have been
reported but were not. The estimates for these affiliates
are derived by extrapolating the data previously reported
by or estimated for them—such as in the benchmark sur-
vey—based on movements in the data reported in the
subsequent quarters by a matched sample of affiliates.
(External, publicly available information is also used in
preparing the estimates.) The universe estimates are
derived by adding the estimates for these affiliates to the
data for the affiliates that were reported in the quarterly
survey.

This procedure is applied to all data items except inter-
company debt flows and equity capital increases and
decreases. The estimates of intercompany debt flows are
derived as the change in the sample data for the inter-
company debt positions reported in the quarterly sur-
veys, supplemented in some cases with data from the
annual survey of USDIA. Equity capital increases and
decreases are expanded at the aggregate level by using a
ratio of current quarter reported flows to the prior quar-
ter equity position of all affiliates that were reported in
the current quarter. This ratio is multiplied by the equity
position in the prior quarter for affiliates that were not
reported in the current quarter. The result is added to the
current quarter’s reported flows to derive total equity
increases and decreases. The estimated flows are then
allocated to the largest country and industry cells.

Tables 1-19 follow.
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Table 1. Alternative Position and Rate-of-Return Estimates for U.S. Direct Investment Abroad, 1999-2002

Millions of dollars
Changes in 2000 (decrease (-)) Changes in 2001 (decrease (-)) Changes in 2002 (decrease (-))
Valuation method Position at ; . Position at ’ . Position at . | Position at
yearend Attributable to: yearend Attributable to: yearend Attributable to: yearend
1999 Total Capital Valuation 2000 Total Capital Valuation 2001 Total Capital Valuation 2002
outflows | adjustments outflows | adjustments outflows | adjustments
Historical cost 1,215,960 100,286 142,627 —42,341 | 1,316,247 66,978 103,767 -36,789 | 1,383,225 137,740 119,742 17,998 | 1,520,965
Current cost.... 1,414,355 115,370 159,212 —43,842 | 1,529,725 68,347 119,963 -51,616 | 1,598,072 153,780 137,836 15,944 | 1,751,852
Market value .. 2,839,639 | 145,625 159,212 | -304,837 | 2,694,014 | -392,101 119,963 | 512,064 | 2,301,913 | -265,690 137,836 | —403526 | 2,036,223
Millions of dollars Percent
Valuation method Direct investment income Direct investment position at yearend Rate of return
1999 2000 2001 2002 1998 1999 2000 2001 2002 1999 2000 2001 2002
Historical cost ... 116,082 135,253 108,134 124,838 | 1,000,703 | 1,215,960 | 1,316,247 | 1,383,225 | 1,520,965 10.5 10.7 8.0 8.6
Current cost 2. 131,626 151,839 124,333 142,933 | 1,196,021 | 1,414,355 | 1,529,725 1,598,072 | 1,751,852 10.1 10.3 8.0 8.5
Market value ®. 125,850 146,709 108,156 119,403 | 2,279,601 | 2,839,639 | 2,694,014 | 2,301,913 | 2,036,223 4.9 5.3 43 55

1. On a historical-cost basis, direct investment income excludes capital gains and losses and is computed
without a current-cost adjustment to earnings; it equals the sum of lines 9 and 14 of table 2. The rate of return
based on historical cost equals this measure of income divided by the average of the beginning- and end-of-
year historical-cost direct investment positions. In accordance with international guidelines, this measure of
income, like the other measures shown in this table, is recorded gross (before deduction) of U.S. and foreign
withholding taxes on distributed earnings and interest. However, it differs from the measure disaggregated by
country and industry in subsequent tables, which is recorded net (after deduction) of withholding taxes,
because withholding tax data are not available by country or industry.

2. On a current-cost basis, direct investment income excludes capital gains and losses and includes a
current-cost adjustment to earnings; the latter adjusts depreciation, depletion, and expensed petroleum e