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MAJOR SECTORAL DEVELOPMENTS

This section focuses on major investment transaction trends in those sectors where foreign 
direct investment was concentrated or where a particular investment pattern or a noteworthy 
transaction occurred.

In 1994, there was notable foreign direct investment activity in 20 industrial sectors. There 
were more than $1 billion worth of foreign direct investment transactions in 12 sectors in 
1994, as compared with eight sectors in 1993 and three sectors in 1992.

Metal Mining (SIC 10) -- Increased construction and expansion as well as higher production 
were activities that foreign investors in the U.S. metal mining industry focused on in 1994. 
However, the Office of Trade and Economic Analysis did record a drop in both the number 
of investments and in the total investment value. Four investment transactions had a total 
value of $1.6 billion as compared with 1993’s figures of seven investment transactions, six 
of which had a total value of $2.1 billion.

Investors from three countries were active in this industry in 1994. Canadian investors were 
at the top of the list with two transactions that totaled more than $1.1 billion, while 
investors from the United Kingdom accounted for one transaction valued at $500 million 
and Japanese investors had one transaction worth $30 million.

Two investments accounted for more than 91 percent of the total value in this industry 
sector. The largest was the $1 billion mine expansion at the Goldstrike Mine near Elko, 
Nevada which included the controversial award to a Canadian company of mining rights on 
federal lands containing $10 billion in gold for only $9,600 under the 1872 Mining Act. The 
mining rights went to American Barrick Resources Corp., a Toronto-based mining firm 
controlled by Peter Munk. Subsequently, a one-year moratorium on federal land transfers 
to mining companies was imposed so that the issues of royalty payments and new 
environmental standards could be addressed.

The second largest investment was Kennecott Corp.’s $500 million expansion and upgrading 
project at Utah Copper Corp.’s tailing operations at its Bingham Canyon copper complex 
in Utah. Kennecott is a subsidiary of RTZ PLC, the London-based mining group.

The four investment transactions were equally divided between two subsectors: copper ores 
(SIC 1021) and gold ores (SIC 1041). They were located in Arizona, Montana, Nevada, and 
Utah and took the form of two mine expansions, one acquisition and one plant expansion.

Oil and Gas Extraction (SIC 13) -- Rising oil prices and increased American energy 
consumption brought renewed foreign investor interest back to the U.S. oil and gas
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extraction industry in 1994. Yet, while there was a 79 percent rise in the number of 
transactions, the published value of those investment transactions fell by a little more than
21 percent from the 1993 figures. Twenty-five investment transactions were identified, seven 
of which had a total value of $1.5 billion.

Two investment transactions accounted for almost 80 percent of the entire value. The 
largest transaction was the $1.2 billion Auger Project, the development of a field in the 
deepest waters of the Gulf of Mexico about 214 miles south of New Orleans, to produce oil 
and natural gas. Shell Oil Co., the Houston-based subsidiary of the Royal Dutch/Shell 
Group that has dual headquarters in The Hague and in London, is the owner and operator.

The second largest investment transaction was an acquisition. Nova Corp. of Alberta 
acquired a 36.5 percent interest in Natural Gas Clearinghouse from a subsidiary of LG&E 
Energy Corp. for $170 million. Natural Gas Clearinghouse, a producer of natural gas, is 
headquartered in Houston, Texas. Nova Corp., partially owned by the Government of the 
Province of Alberta, Canada, has interests in natural gas and gas pipelines.

Oil and gas investments came primarily from four source countries in 1994. Canada 
accounted for seven investments, followed by the Netherlands and the United Kingdom with 
four each, and Australia with three investments.

The majority of the 1994 investment transactions were acquisitions; there were 11. The 
other category, which includes such activities as new wells, drilling expansions, etc., 
accounted for eight transactions, and there were also three joint ventures.

Twenty-three of the transactions were in the oil and gas exploration and development 
subsector (SIC 1311). The remaining two transactions were in the natural gas liquids (SIC 
1321) and drilling oil and gas wells (SIC 1381) subsectors.

More than three-quarters of the transactions were located in four states. Texas had the 
largest number with seven. Louisiana was not far behind with six and Alaska and Oklahoma 
each had two transactions.

Food and Kindred Products (SIC 20) — The number of foreign direct investment 
transactions in the food and kindred products sector remained at basically the same level 
as that of 1993. However, there was a substantial increase of over 300 percent in total 
value. In 1994, there were 16 transactions with eight known values totaling $3.9 billion 
compared with 15 transactions and seven values totaling $882 million in 1993.

A $3.7 billion acquisition megadeal by a Swiss company was the largest transaction in the 
foods industry. To expand its presence in the United States and to diversify from its core 
business of pharmaceuticals, Sandoz Ltd. acquired Gerber Products Company for $3.7
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billion. Gerber Products, headquartered in Fremont, Michigan, dominates the American 
baby food market with more than a 70 percent market share.

More than half of the transactions identified in the foods industry were made by Japanese 
investors, who accounted for nine of the 16 completed transactions with five known values 
totaling $123 million. Investors from Switzerland were by far the biggest spenders with only 
two transactions and a total value of $3.8 billion.

In 1994, acquisitions proved to be the most favored mode of investment as foreigners 
invested $3.9 billion to purchase eight food products companies. Other modes of investment 
include three plant expansions, two new plants, two joint ventures, and a new outlet in the 
other category.

Tobacco Products (SIC 21) — Declining cigarette sales and a growing anti-smoking 
movement in recent years likely have contributed to a lack of interest in this industry by 
foreign investors. In this regard, it is noteworthy that in 1994 the Office of Trade and 
Economic Analysis recorded its first foreign investment transaction in six years in the 
tobacco products sector.

BAT Industries PLC, a British conglomerate, acquired American Tobacco Company of 
Richmond, Virginia, a subsidiary of American Brands Inc., for $1 billion. BAT Industries 
also owns Brown and Williamson Tobacco Corp., which is headquartered in Louisville, 
Kentucky. BAT will merge American Tobacco and Brown and Williamson to create the 
third largest contender in the cigarette area with a 17 percent market share behind R.J. 
Reynolds with a 27 percent market share and Philip Morris Company with a 44 percent 
share.

Paper and Allied Products (SIC 26) — Ending five years of losses or meager earnings, the 
U.S. paper industry’s profits rose 108 percent in 1994. Foreign investor confidence soared 
as well. The number of foreign direct investment transactions rose 66 percent over the 
previous year; five transactions were identified and four values totaled $1.7 billion, a level 
comparable to 1989 when eight transactions with seven known values totaling $1.9 billion 
were identified.

Two investments accounted for almost 99 percent of the total investment value. The largest 
transaction, which was also the seventh largest megadeal for 1994, was the $1.6 billion 
acquisition of S.D. Warren Co. of Boston, Massachusetts by a group led by Sappi Ltd. of 
South Africa. S.D. Warren, a subsidiary of Scott Paper Co., is the world’s largest 
manufacturer of glossy coated paper used in magazines and other publications. Sappi Ltd., 
with headquarters in Johannesburg, is South Africa’s leading paper and forest products 
company. This acquisition represents one of the largest South African investments in the 
United States in two decades.
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The second largest transaction is a $100 million plant being built by MacMillan Bloedel Inc. 
in Henderson, Kentucky. This facility is a one hundred percent-recycled-linerboard mill that 
will employ 90 people. MacMillan Bloedel is the U.S. subsidiary of MacMillan Bloedel Ltd., 
Canada’s leading producer of packaging products.

Japanese investors accounted for two transactions in the paper and allied products industry 
in 1994; there was also an investment from Finland to add to the investments from South 
Africa and Canada. Three of these transactions were new plants, one was an acquisition, 
and one was a plant expansion.

Four of the foreign investments were made in the paper mills subsector (SIC 2621). The 
remaining investment was in the paperboard mills subsector (SIC 2631).

These investment transactions were located in three states: two were in Massachusetts, two 
were in North Carolina, and one was in Kentucky.

Printing. Publishing, and Allied Industries (SIC 27) -  In 1994, increased size was a crucial 
element for survival in this industry sector. This proved to be an incentive for U.S. 
publishing and printing companies and their parent companies to increase their merger and 
acquisition activities and to enter into other alliances such as joint ventures and partnerships 
both in traditional and multimedia arrangements. Foreign investors were also active in 
lining up acquisitions and alliances in this industry. Their investment rose 60 percent in the 
number of new transactions and more than 86 percent in value over the previous year. 
(See the Business Services (SIC 73) section for foreign investment in on-line publishing.)

In 1994, 20 investment transactions were identified, seven of which had a total value of 
$792.6 million, and a three-year decrease in the number of investment transactions in this 
industry was reversed. Canadians, with seven transactions, were the most active investors, 
followed by French investors with five transactions, and German investors with three 
transactions. In terms of value, however, German investors led with a total of $325 million, 
followed by the Canadians with $221.6 million and Dutch investors with $220 million.

There were three megadeal acquisitions in printing and publishing in 1994. The largest of 
these was the $325 million acquisition of The New York Times women’s magazines division 
by Gruner + Jahr USA Publishing, the U.S. publishing unit of Germany’s Bertelsmann AG. 
Bertelsmann, the world’s second largest media conglomerate, is majority-owned by Reinhard 
Mohn and his family.

The second largest transaction was the $220 million purchase of BPI Communications L.P., 
the publisher of Ad week. Billboard and 17 other specialty magazines, by Dutch publisher 
Verenigde Nederlandse Uitgeversbedrijven BV (VNU). VNU, a leading publisher of 
women’s magazines and regional newspapers in the Netherlands and Belgium, also publishes

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

July 1995



-39-

consumer periodicals and has interests in several commercial television stations in numerous 
other European countries.

The third largest transaction was the $180 million acquisition of The Chicago Sun-Times, the 
ninth-largest daily-circulation metropolitan newspaper in the United States, by American 
Publishing Co., the U.S. subsidiary of Toronto-based Hollinger Inc. This Canadian 
newspaper publisher is controlled by Argus Ltd., a holding company belonging to Conrad 
Black. This is the second time the Chicago newspaper has been sold to a foreign investor. 
The first sale was in 1984 when News Corp. Ltd. of Australia acquired the paper from the 
original owners, the Marshall Field family, for $100 million. It was subsequently sold to 
members of the managing staff and a U.S. investment firm for $145 million in 1986.

The industry subsector that has attracted the most foreign investor interest for the last 
decade has been periodicals publishing (SIC 2721). That was also true in 1994 when 10 
investments were identified; newspaper publishing (SIC 2711) was the second most attractive 
subsector with four transactions, followed by book publishing (SIC 2731) with two 
transactions. Most of the printing and publishing transactions were located in three states: 
New York had 11 of them and Florida, Illinois, and North Carolina had two each.

For the first time in the 20-year history of the ITA foreign direct investment monitoring 
program, most of the investment transactions in the printing and publishing industry were 
not acquisitions. The largest number of transactions was in the other category in 1994. Ten 
were investment activities such as new subsidiaries, new magazines, etc.; apparently many 
investors preferred to consolidate their U.S. holdings as they explored the possibilities of 
collaboration with existing multimedia operations. Seven acquisitions and two new plants 
were also identified.

Chemicals and Allied Products (SIC 28) — 1994 was a banner year for the U.S. chemicals 
and allied products industry in terms of sales as well as mergers and acquisitions. Foreign 
investors continued to invest heavily in this area and reached a 20-year high in both the 
number of investment transactions and in the total investment value.

Seventy-three investment transactions were identified; 38 of them had a total value of $9.5 
billion. The number of transactions increased 87 percent and the total value increased 50 
percent over the 1993 figures of 39 transactions with 20 values totaling $6.3 billion.

Four major source countries accounted for half of the investment transactions. For the 
fourth year in a row, Japanese investors accounted for the largest number of transactions; 
they had 19. Investors from Germany were second with 14 investment transactions, followed 
by investors from the United Kingdom who had 12 transactions and French investors who 
had seven.
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This sector had the largest number of megadeal investments in 1994; there were 14. Three 
of them were above the $1 billion level. The largest was the $2.9 billion acquisition of 
Sterling Winthrop Inc.’s over-the-counter medicine business by SmithKline Beecham PLC 
of the United Kingdom. Two weeks later, SmithKline sold a portion of that acquisition to 
Bayer AG of Germany for $1 billion.

The second largest investment was another sale of assets by Sterling Winthrop Inc., a 
subsidiary of Eastman Kodak Co. for $1.7 billion. This time French pharmaceutical maker 
Elf Sanofi SA purchased the prescription-drug business. Sanofi is controlled by Elf-Aquitaine 
SA, a major oil and chemicals firm, itself controlled by the Government of France.

These three investments followed the initial sale of the first assets of Sterling Winthrop Inc. 
which earlier had sold its research unit to Burroughs Wellcome Co., a subsidiary of London- 
based Wellcome PLC, for an undisclosed amount.

This is the first time in the history of ITA’s 20-year monitoring program that one U.S. 
company has been acquired by four different foreign investors from three different countries. 
Three of the four investments had a total value of $5.6 billion, although only $4.6 billion is 
counted as new foreign investment, since the SmithKline-Bayer transaction is recorded as 
a transfer of assets between foreign parent companies.

The third largest investment was also an acquisition. It was the sale of Eastman Kodak’s 
L&F Products subsidiary to Reckitt & Colman PLC of the United Kingdom for $1.6 billion. 
L&F Products makes floor polishes, carpet cleaners, and other household cleaners.

In 1994, foreign investment was divided among three subsectors. One-quarter, or 18, of the 
transactions were in the plastic materials, synthetic resins, and nonvulcanizable elastomers 
subsector (SIC 2821). The industrial organic chemicals subsector (SIC 2869) accounted for
12 investments and the pharmaceutical preparations subsector (SIC 2834) had eight 
investments.

The majority of these investments were located in six states. Texas, with 11 transactions, 
had the largest number of investments in this industry for the third year in a row. 
California, New York, and Ohio were in second place with five transactions apiece, while 
Georgia and North Carolina each had four transaction sites within their borders.

There was a noteworthy investment by a foreign company in the U.S. chemicals and allied 
products sector in 1994 that was not included as foreign investment in the United States. 
This was the $5.3 billion acquisition of Syntex Corp., a Palo Alto-based pharmaceutical firm, 
by Roche Holding Ltd. The Swiss pharmaceutical manufacturer, with headquarters in 
Basel, is controlled by the Hoffmann and LaRoche families. This transaction could not be 
counted as a foreign investment because Syntex Corp. is incorporated in Panama and pays 
taxes in the United States as a foreign entity.
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Primarv Metal Industries (SIC 33) — Growth in demand, upward price pressure, surging 
global markets, a cheap dollar, and impressive production gains all strengthened U.S. 
primary metal industries, particularly steel, in 1994. Foreign direct investment in this 
industry reflected the boom; the number of transactions and the total value of the 
transactions more than doubled over the figures for the previous year. Twenty-four 
investment transactions were identified, and 18 values had a total of more than $1 billion, 
as compared with 1993 when nine transactions with eight values totaled $515.1 million.

Japan, the leading source country for the largest number of foreign investments in this sector 
for a decade, maintained a healthy lead over other source countries in 1994. Japanese 
investors made 14 investments, 11 of which had a total value of $222.7 million. Canadian 
investors were in the number two position with three transactions, one of which was worth 
$360 million, and investors from the United Kingdom were in third place with two 
transactions that totaled $295.8 million.

Two megadeal transactions accounted for 60 percent of the total published value. The 
largest transaction was a $360 million flat-rolled steel mini-mill that Ipsco Inc. of Regina, 
Saskatchewan was building in Montpelier, Iowa. Ipsco, 41 percent-owned by Temagami 
Mining Ltd. of Canada, is the third Canadian steel firm to undertake a major mini-mill 
project in the United States. In 1993, Dofasco Inc. and Co-Steel Inc. of Toronto had the 
largest investment in this industry, a $300 million hot-rolled steel mini-mill in Gallatin 
County, Kentucky.

The second largest investment in this industry was the $269.8 million acquisition of General 
Cable Corp. by Wassail PLC, a London-based diversified manufacturing conglomerate. 
General Cable, located in Highland Heights, Kentucky, makes commercial building wire and 
telecommunications cable.

Foreign investment transactions in 1994 fell into five categories. Most of them were plant 
expansions; there were nine of them, followed by five acquisitions. There were three 
investments in each of the categories of equity increases, joint ventures, and new plants.

Foreign investors were most active in two industry subsectors. Two-thirds of the investment 
transactions (16) were in the steel works, blast furnaces, and rolling mills subsector (SIC 
3312). The primary smelting and refining of nonferrous metals, except copper and 
aluminum subsector (SIC 3339) was the second most attractive to foreign investors; there 
were two investments in this area.

Foreign direct investment in this industry was located primarily in five states. Kentucky was 
the site for five investment transactions and Ohio had three transactions. Arkansas, Indiana, 
and Pennsylvania had two transactions each.
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Industrial Machinery and Equipment (SIC 35) -  Foreign investment activity in the United 
States’ industrial machinery and equipment industry increased 15 percent in the total 
number of transactions, but had a 73 percent decrease in total value in 1994. Thirty-nine 
transactions were identified, 19 of which totaled $646.5 million as compared with 34 
transactions, of which 15 had a value of $2.4 billion in 1993.

Investors from the United Kingdom and Malaysia completed the two largest transactions in 
the machinery industry. Seeking to expand its international market in the line of pump 
products, the Weir Group, a British-based engineering products and services company, 
acquired EnviroTech Pumpsystems Company of Salt Lake City, Utah for $210 million in 
cash. The largest Asian deal of the year was by Malaysian-based OYL Industries Bhd. 
OYL Industries, which is owned by Quek Leng Chan, paid $167 million for Synder General 
Corp. of Dallas, Texas. Synder General manufactures air quality filters, purifiers, and 
ventilation systems.

Investors from major source countries accounted for more than 82 percent of the total 
number of transactions in the industrial machinery sector. Japan continued to be the 
primary source country with 22 transactions, while Germany had five, Switzerland and the 
United Kingdom had two each, and one was from France.

Acquisition was the favored mode of investment with 13 transactions. There were also nine 
each new plants and plant expansions, four equity increases, three in the other investments 
category, and one joint venture.

The telephone and telegraph apparatus subsector (SIC 3661) with four transactions attracted 
the largest number of investments. Japanese investors were responsible for three of the 
identified transactions. The remaining transaction in this subsector was from the United 
Kingdom.

Geographically, six states were the primary location for 51 percent of the transactions in the 
machinery industry. California led with five transactions, followed by Illinois, Ohio, 
Massachusetts, North Carolina, and South Carolina with three each. The remaining 19 
transactions were located in 15 states throughout the eastern and midwestern sections of the 
United States.

Electronic and Electric Equipment (SIC 36) -  Faced with a slow recovery in the United 
States’ economy and more attractive opportunities in other parts of the world, foreign 
investors cut back on their investments in electronics. In comparison to the last several 
years when the focus was on large investments that had total values exceeding $1 billion for 
each year, the Office of Trade and Economic Analysis recorded the lowest total value for 
foreign direct investments in the electronic and electric equipment industry since 1983. In
1994, there were 39 transactions and 24 values totaling $472.4 million.
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Japan was the primary source country with 79 percent of the recorded transactions. 
Investors from Japan sharply reduced the amount spent on investments in electronics, 
however, and focused on links with small companies operating in distinct high technology 
areas. There were 31 such transactions with values for 18, totaling $403.8 million.

Geographically, investors in the electronic and electric equipment industry concentrated in 
states known for research and high technology. California, a magnet for foreign investors 
in electronics, had 11 transactions, followed by North Carolina with four, and Washington 
with three.

The leading subsector in electronics was semiconductor and related devices (SIC 3674) with
12 transactions. Japanese investors accounted for 11 transactions.

Transportation Equipment (SIC 37) -- In 1994, the U.S. transportation equipment industry 
rebounded slightly as consumer demand increased by 9 percent, enough to force 
manufacturers to run factories overtime. Foreign companies, anxious to build a competitive 
advantage in such areas as automobiles and automotive parts, increased their investment by 
57 percent over the previous year.

Twenty-eight investments were identified, 17 of which had a total of almost $2.4 billion, the 
highest total value figure for this industry in the entire 20-year period of ITA’s foreign 
investment monitoring program.

Japan, the primary source country in this industry for the last five years, was once again in 
first place with 19 investment transactions, 11 of which had a total value of $1.5 billion, 
more than half of the industry’s total value figure. Canada, Germany, and Mexico, with two 
investment transactions apiece, shared second-place honors.

The 1994 North American Free Trade Agreement may have had some influence on foreign 
investment in this country; this is the first year that Mexican investors were identified in the 
transportation equipment sector. Moreover, a Mexican company made the third largest 
investment in the industry. It was the $336.6 million acquisition of Motor Coach Industries 
International Inc., a major manufacturer of buses, by Consorcio G. Grupo Dina SA de CV, 
Mexico’s leading supplier of medium- and heavy-duty trucks, tractor trailers, and intercity 
buses.

The two largest investment transactions were both plant expansions by major Japanese 
automobile firms. The first was Toyota Motor Corp.’s $800 million plant expansion at its 
Georgetown, Kentucky facility, Toyota Motor Manufacturing USA. This latest expansion 
brought Toyota’s investment to more than $2 billion, making it one of the largest automotive 
assembly plants in North America.
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The second major automotive investment was the $500 million plant expansion at the Nissan 
Motor Manufacturing Corp. USA facility in Smyrna, Tennessee, which will enable the 
company to increase production of its mid-size sedans. Moreover, Nissan Motor Co. Ltd., 
Japan’s second largest automaker, invested another $80 million in its Farmington Hills, 
Michigan research and engineering complex.

A fourth major investment in this industry was from German automaker Mercedes-Benz 
AG, which began building a $300 million plant in Vance, Alabama. This plant, the first in 
the United States for Mercedes-Benz, will manufacture four-wheel-drive, all-activity vehicles 
and will employ 1,500 people initially. Mercedes-Benz is a subsidiary of Daimler-Benz AG.

Foreign investment transactions were divided among three subsectors. More than 70 
percent, or 20 of them, were in motor vehicle parts and accessories (SIC 3714). There were 
six investments in the motor vehicles and passenger car bodies subsector (SIC 3711) and two 
investments in the truck and bus bodies subsector (SIC 3713).

These investments were primarily expansions of existing plants to increase U.S. production; 
there were 11 of them. The two other preferred forms of investment were new plants, of 
which there were nine, and acquisitions, of which there were three.

The 1994 transportation equipment investment transactions were sited in 15 different states, 
but almost two-thirds of them were in only five states. Kentucky and Michigan, with five 
transactions each, had the largest number of investments. Indiana and North Carolina, 
which were the second most popular sites, had three transactions each, followed by 
Tennessee in third place with two transactions.

Instruments and Related Products (SIC 38) — Foreign investments in the instruments and 
related products industry increased 60 percent from 1993. In 1994, a total of 16 transactions 
were recorded with seven values totaling $508.8 million as compared with 10 transactions 
and four values totaling $32.6 million in 1993.

As part of its expansion strategy and to move production closer to U.S. markets, Fuji Photo 
Film Company, a United States subsidiary of Fuji Photo Film Ltd. of Japan, is building a 
$250 million color-photographic paper plant in Greenwood, South Carolina.

Elsag Bailey Process Automation NV, a Netherlands-based producer of systems used to 
control power generating plants, acquired Fischer and Porter Company for $157 million. 
Fischer and Porter, located in Warminster, Pennsylvania, manufactures process control 
instruments. The acquisition will strengthen Elsag Bailey’s U.S. position in industrial 
controls and instrumentation.

The favored mode of investment was acquisition with eight transactions. Other modes of
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investment included three new plants, two each in the other category and in plant 
expansions, and one joint venture.

Four instruments and related products subsectors attracted more than three-fourths of the 
foreign direct investment transactions. The process control instruments (SIC 3823) and 
surgical appliances and supplies (SIC 3842) subsectors had four investments each, while 
three transactions each took place in the surgical and medical instruments (SIC 3841) and 
photographic equipment and supplies (SIC 3861) subsectors.

Communications (SIC 48) — In 1994, new technologies, fewer regulations, along with newly 
formed alliances expanded opportunities and created markets worldwide that led to record 
business profits in the communications industry. Foreign investors continued to be active 
in the United States, albeit at a somewhat slower pace. While the barriers that separated 
telephone companies and cable-TV operators no longer exist, many investors are waiting to 
see what regulatory changes will be made.

The number of foreign investment transactions fell by 33 percent as compared with the 
previous year. However, the total investment value rose more than 10 times over that of 
1993’s figure. Fourteen transactions with nine values had a total value of almost $8.3 
billion, the second highest industry total recorded for 1994. Moreover, it is the highest total 
value for the communications industry recorded in the 20-year period that the ITA foreign 
investment monitoring program has been in existence.

Two countries accounted for almost two-thirds of the investment transactions in the 
communications sector. Canada was in first place with six transactions, followed by the 
United Kingdom with three transactions. Australia, France, Germany, Japan, and South 
Korea also had investors in this industry.

British Telecommunications PLC, the largest communications firm in the United Kingdom 
in which the government retains some ownership, had the two largest investments in the 
U.S. communications industry in 1994. The first was the $4.3 billion acquisition of 20 
percent of the common stock of Washington, D.C.-based MCI Communications Corp. The 
second was a share conversion transaction; British Telecommunications’ 22 percent holdings 
in McCaw Cellular Communications Inc. were converted to AT&T Corp. shares worth 
about $1.8 billion when AT&T purchased McCaw.

Investments in this industry in 1994 were divided among four subsectors. The cable and 
other pay TV services subsector (SIC 4841) accounted for six transactions, and the telephone 
communications, except radiotelephone subsector (SIC 4813) had four transactions. The 
remaining four transactions were equally divided between the radio broadcasting (SIC 4832) 
and communications services (SIC 4899) subsectors. Joint ventures and acquisitions were 
the primary forms of investment; there were seven of the former and three of the latter.
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Almost two-thirds of the investment transactions were located in two states and the District 
of Columbia. New York had the largest number with five transactions, followed by 
California and the District of Columbia with two transactions each.

Wholesale Trade (SICs 50 & 51) -- Foreign direct investment in the wholesale trade area 
increased 47 percent over that of 1993 in the total number of transactions. In 1994, there 
were 44 identified transactions with values totaling $1 billion for nine of them, as compared 
with 1993 with 30 transactions and values for four of them totaling $123.2 million.

The prominent mode of investment in wholesale trade was in the other category with 29 
transactions. Nine acquisitions, three joint ventures, two equity increases, and a plant 
expansion were also identified.

The largest transaction was a joint venture by a Swedish company in the wholesale trade 
nondurable goods subsector (SIC 5122). Astra AB, a large pharmaceutical company, and 
Merck & Company, a U.S. drug manufacturer, formed a 50-50 joint venture to sell drugs 
and health care services. Astra paid $820 million for its half interest in Astra Merck Inc., 
headquartered in Wayne, Pennsylvania.

Most investment activity in the wholesale trade area occurred in the durable goods sector 
(SIC 50) with 33 transactions and a total value of $178.7 for five of the transactions. 
Japanese investors accounted for 20 of the 33 investments. The nondurable goods sector 
(SIC 51) accounted for 83 percent of the total value in wholesale trade with 11 transactions; 
four known values totaled $857.6 million.

A majority of the foreign investors in wholesale trade set up marketing companies in states 
close to manufacturers in the industry. Four states were the sites of 19 of the 44 
transactions: California had seven, followed by Texas with five, New Jersey with four, and 
New York with three. Nineteen other states had two or fewer transactions.

Retail Trade (SICs 52-59) — Although the total number of reported transactions and 
recorded values remained at approximately the same level as that of 1993, several 
noteworthy megadeals were recorded in the retail trade area. There were 44 transactions 
identified and eight of them had a value of $1.1 billion.

Three transactions accounted for 95 percent of the recorded value in retail trade. The 
largest transaction occurred in the eating and drinking places subsector (SIC 58). To reduce 
debt and focus on the restaurant business, Flagstar Company sold its Canteen food service 
and vending operations to Compass Group PLC, a British catering and health care company, 
for $450 million. Cant sn services a variety of patrons, including business locations, 
retirement nters, hospitals, and correctional institutions.
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The Lehrman family sold 9.5 million shares of nonvoting stock and 125 shares of voting 
stock to British food giant J. Sainsbury PLC for a 16 percent interest in Giant Food Inc. for 
$325 million. The Landover, Maryland-based company is the largest supermarket chain in 
the Washington metropolitan area. The Cohen family owns the remaining interest in Giant 
Food Inc. The purchase by Sainsbury was to expand the company’s presence in the United 
States, where they currently own Shaw’s Supermarket in New England.

Investcorp SA, a Bahrain-based investment bank, paid $285 million for Star Market 
Company, a Cambridge, Massachusetts grocery chain. Investcorp is owned by members of 
the Saudi royal family, Bahraini investors, and other Middle Eastern investors.

In 1994, the East Coast was the top region for foreign direct investors with 62 percent of 
recorded transactions. New York was the prime location for . retail investment with 13 
transactions, followed by Maryland with seven, Virginia with four, and Massachusetts with 
three.

Banking (SIC 60) -- Low inflation, increased profits, and few major regulatory or legal 
changes are all factors that have contributed to record earnings in the banking industry in 
recent years, a situation not unnoticed by foreign investors in 1994. The number of foreign 
investment transactions rose in this industry for the first time since 1992 and the level of 
investment rose substantially over that of the previous year.

There were seven investment transactions identified, four of which had a total value of $1.1 
billion, the highest transaction value recorded since 1987. In 1993, five transactions were 
identified, two of which had a total value of $688.8 million.

Investors from two European countries with only three transactions accounted for more than
98 percent of the investment value. As in 1993, investors from the United Kingdom 
accounted for the most investment transactions; there were two valued at $510.7 million. 
The largest transaction, however, was an investment from the Netherlands valued at $550 
million; it accounted for most of the rest of the total value figure.

This was the acquisition of Cragin Financial Corp., a Chicago-based thrift holding company, 
by ABN/AMRO North America Inc. through its LaSalle National Corp. subsidiary. The 
Dutch parent company, ABN/AMRO Holding N.V., is the 15th largest bank in the world, 
and this acquisition made it the second-largest retail bank in the Chicago area, controlling 
assets of more than $18 billion at 90 branches.

The second largest investment was also an acquisition. National Westminster Bank PLC of 
the United Kingdom purchased Citizens First Bancorp Inc. of Glen Rock, New Jersey.

Most of the investments in the banking industry were in the commercial banks subsector
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(SIC 6021); there were four. Two investments were in federally chartered savings 
institutions (SIC 6035), and the remaining investment was in the federal reserve banks 
subsector (SIC 6011). More than half of the investments were acquisitions; there were four. 
Moreover, most of the transactions were located in the East. Two were sited in 
Connecticut, while New Jersey and New York had one transaction each.

Hotels and Other Lodging Places (SIC 70) -- Foreign direct investment in the U.S. hotel 
industry in 1994 hit its lowest point since 1976. The number of foreign investment 
transactions identified reflected a continued industry recession; six transactions represented 
a 50 percent decline from 1993’s dozen hotel investments. Five of the 1994 transactions 
had values totaling only $147.9 million, a far cry from 1989 when foreign direct investment 
in the hotel industry was at its high point with 50 transactions, 43 of which totaled almost 
$5 billion.

There were no megadeal investments in the hotel industry in 1994. The largest investment 
was the $75 million acquisition of the Hotel Millenium by CDL Hotels International Ltd. 
Hong Kong-based CDL Hotels is a subsidiary of City Developments Ltd., the Singapore- 
based property arm of the giant Hong Leong Group. The acquisition is the company’s first 
in the United States.

Continuing the trend of the last few years, Asian investors have been preeminent in this 
industry. While Japanese investors have scaled back their activities, investors from other 
Asian countries have taken their place. In 1994, investors from Hong Kong, Malaysia, and 
Singapore, as well as Japan, were active in this industry. There were also investors from 
Bermuda and Saudi Arabia.

Four of the investments were acquisitions, one was an equity increase, and one was a hotel 
restoration. California and New York each had two foreign investments, and Georgia and 
the District of Columbia each had one.

One of the most noteworthy transactions in the hotel industry in 1994 was the divestiture 
of Westin Hotels & Resorts by Aoki Corp. of Japan. Aoki bought the Westin chain from 
Allegis Corp. in 1988 for $1.5 billion and almost immediately sold off the Westin Mauna 
Kea in Hawaii and the Plaza in New York for $735 million. In February 1994, DSC 
Ingenieria Immobiliaria, a Mexican construction and engineering firm owned by Bernard 
Dominguez, agreed to pay $708 million for a number of Westin properties in North and 
South America as well as Europe, but subsequently withdrew from the transaction, citing 
rising interest rates and concern about future sales. Westin was eventually sold to an 
investment partnership that included Goldman, Sachs & Co. and Starwood Capital Group 
L.P. for $561 million. Aoki Corp., headed by investor Hiroyoshi Aoki, retained an interest 
in nine hotels located in the United States and Canada.
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Business Services (SIC 73) — Focusing on the U.S. multimedia software market, foreign 
companies spent a record $3.2 billion to invest in 28 U.S. business services companies. With 
six megadeals recorded in business services for 1994, the three largest transactions were 
made by investors from the United Kingdom and Canada. The largest transaction was an 
acquisition by an Anglo-Dutch publisher. To concentrate on its core business of paper and 
forest products, Mead Corp. of Dayton, Ohio sold its Data Base Unit, which includes Lexis 
and Nexis online computer services, to Reed Elsevier PLC for $1.5 billion in cash. With this 
acquisition, Reed will become a powerhouse in electronic publishing.

The Thomson Corp., a Toronto, Canada-based media company owned by the Thomson 
family, accounted for two megadeals. In one transaction, Thomson acquired Medstat Group 
Inc. for $339 million. Medstat, based in Ann Arbor, Michigan, sells health care information 
databases and related software. Thomson also paid $465 million to purchase family-owned 
Ziff Communications Information Access Company in Foster City, California. In selling off 
its assets, Ziff Communications also sold its Trade Show Unit to Softbank Corp. of Japan 
for $202 million, increasing Softbank’s profile in the American computer exposition arena.

In yet another step toward merging components of the multimedia software industry, 
Pearson PLC, a large British publisher, acquired Software Toolworks Inc. for $462 million. 
Software Toolworks of Novato, California is a leading maker of computer software, which 
includes video games and multimedia programs.

There were 10 transactions and two British megadeals in the prepackaged software subsector 
(SIC 7372). Values recorded for six transactions totaled $637.3 million.

Acquisition was the primary form of investment, accounting for 71 percent of the 
transactions in business services. Twenty transactions with 12 values in the acquisition 
category had a total value of $3.2 billion. Other modes of investment included seven in the 
other category and one joint venture.

California was the primary entry site for investors in business services with 11 transactions, 
followed by New York with four investment transactions. The remaining investments with 
two or fewer transactions were scattered throughout 11 states.

Miscellaneous Services (SIC 87) -- In 1994, there was a slight increase in the number of 
foreign investment transactions in the miscellaneous services industry. Eleven completed 
transactions were identified; five of them had a total value of $2.5 billion.

As pharmaceutical giants attempted to gain market share by shifting from selling drugs to 
managing pharmaceutical care, two large transactions took place in this sector. SmithKline
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Beecham PLC, a London-based industry leader in selling over-the-counter drugs, bought 
Diversified Pharmaceutical Services Inc., one of the largest prescription management 
companies in the United States, for $2.3 billion. Diversified Pharmaceutical Services of 
Bloomington, Minnesota manages pharmacy benefits for about 11 million people.

Rhone Poulenc SA of France established a new division in Collegetown, Pennsylvania. The 
$185 million division, RPR Gencell, will focus on drugs for cancer, cardiovascular disease, 
and the nervous system.

Acquisitions were the most prominent type of investment in the miscellaneous services 
sector; there were eight, three of which had a value of $2.3 billion or 91 percent of total 
value. There were also two in the other category and one joint venture.

Real Estate (****  ̂— Japanese companies, which dominated the U.S. real estate investment 
sector from 1983 to 1991 with multimillion-dollar investments in some of the most ambitious 
and expensive projects, sold off many of their assets in 1994. According to industry sources, 
last year Japanese owners sold or were in the process of selling $6.4 billion worth of U.S. 
property, more than doubling their rate of 1993 disinvestment of just under $3 billion.

In 1994,22 real estate investments were identified, down 55 percent from the previous year’s 
49. Eighteen of those investments had a total value of $567.3 million, a 43 percent decline 
from the 1993 total value figure of $999 million.

Thirty-two percent, or seven investment transactions worth a total value of $196.5 million, 
came from companies located in Asia. However, for the first time since 1977, no Japanese 
investment in the U.S. real estate sector was identified. Investors from Hong Kong were 
the most active investors, responsible for five transactions totaling $163.2 million. They were 
followed by German investors who accounted for four transactions worth $111.9 million, and 
Dutch investors who had three transactions, none of which had published values.

None of the real estate transactions was a megadeal, but the two largest were both 
acquisitions. The first was the $97 million purchase of the Chevy Chase Pavilion, a 
Washington, D.C. shopping, hotel, and office complex, by Sibag Investments Inc., a unit of 
Siemens AG, the German electronics firm. The second acquisition was one of the largest 
single property transactions ever concluded in Miami Beach, Florida. The Seacoast Towers 
apartment complex was sold for $94 million to Royal Coast Enterprises Inc., a consortium 
of Italian, French, and American investors.

In 1994, the real estate transactions were sited in five states and the District of Columbia. 
The greatest number of transactions, seven, were located in New York, followed by Florida 
with six and the District of Columbia with four. There were three investments in Georgia, 
while California and Maryland had one each.
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