
Overview of Foreign Investment in the United States, 1985

The Office of Trade and Investment Analysis (OTIA) identified from public 
sources 912 completed foreign direct investment transactions during 
1985. Values were reported for 350 of these individual transactions, for 
a total of $20.9 billion. Appendices A and B contain listings of all the 
completed transactions identified during 1985.

The total number of transactions completed in 1985 increased by less than 
one percent over the 907 reported for 1984 (see Figure 1). In value 
terms, the 1985 total reflects a decrease of 5.4 percent from the total 
identified value for 1984. Despite this decrease, a few large 
transactions continued to account for a substantial part of the total 
values. In 1985, nine transactions of $500 million or more each had a 
combined total of $8.6 billion, 41 percent of the total reported value. 
The two largest transactions of 1985 each had a value $1 billion or more, 
with an aggregate value of $4 billion, 19 percent of the total values.

The rise in 1985 foreign direct investment was consistent with 
international economic trends during the year. U.S. economic activity 
continued to grow following the recession of 1981/82, which may have 
deferred new investments until 1984 and 1985. This renewed confidence in 
the U.S. economy with markedly improved earnings— as well as the 
potential earnings— of many U.S. businesses, made them more attractive 
candidates for acquisition. In addition, the surge in the U.S. economy 
improved the earnings of both U.S. affiliates and their foreign parents, 
providing an increase in funds for investment here. These factors 
supplemented more traditional reasons to invest in the United States, 
such as access to a large homogeneous market and political stability.
From a national perspective, the large current account surpluses being 
generated by Japan and certain European economies in recent years have 
generated a large pool of foreign-owned dollar-denominated assets 
available in part for FDI transactions in the United States.

For the first time since the end of 1980, the dollar depreciated against 
most major foreign currencies in 1985. Although a decline in the dollar 
lowers the foreign-currency value of dollar income from investments, 
direct investments typically represent a long-term commitment to do 
business in the United States and, thus, appear not to be materially 
influenced by short-term fluctuations in the value of the dollar.
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OVERVIEW OF FOREIGN INVESTMENT IN THE UNITED STATES. 1986

The Office of Trade and Investment Analysis (OTIA) Identified from 
public sources 1051 foreign direct investment transactions during 
1986. Values were reported for 480 of these individual transactions, 
for a total of $35.8 billion. Appendices A, B, and C contain 
listings of all the identified transactions by sources country, U.S. 
industry, and state location.

The total number of transactions increased by a little more than 15 
percent over the 912 reported for 1985 (see Figure 1). In value 
terms, however, the 1986 total reflected a substantial Increase of 75 
percent above the total value, $20.9 billion, Identified 1n 1985. As 
in previous years, a few large transactions continued to account for 
a substantial part of the total value. In 1986, 19 transactions of 
$500 million or more had a combined total of $15.8 billion, 44 
percent of the total reported value. The two largest transactions 
during the year had a combined value of $5.4 billion, 15 percent of 
the total value.

The rise in foreign direct investment continued a growth trend which 
began In 1983 and followed the recession of 1981/82. Several factors 
accounted for the growth, of which three were probably most 
influential. First, the value of the dollar continued to decline 
against other major currencies, not only making it less expensive to 
acquire or establish a U.S. business, but also broadening the scope 
of potentially attractive target companies. Second, many 
corporations, in efforts to become more efficient and profitable in 
their industries or to prevent takeovers by domestic or foreign 
Investors, restructured their organizations considerably, making 
available for acquisition many subsidiaries or divisions no longer 
contributing to changed corporate goals. And third, the Tax Reform 
Act of 1986 led to increased Investment activity toward the end of 
the year as sellers hastened to beat the January 1, 1987 deadline for 
Implementation of the Act. Under the new provisions, capital gains 
are taxed at the same rate as ordinary income as opposed to the 
lesser 40 percent rate under the old law. Furthermore, the new laws 
provide that taxes must also be paid on the appreciated value of 
properties that were the subject of exchange agreements. Under the 
old law, certain properties could be exchanged among investors 
without tax liability.

These factors supplemented the more traditional reasons to Invest in 
the United States, such as access to large markets and political 
stability. In addition, large trade related surpluses accumulated by 
Japan and certain European countries in recent years have created a 
substantial pool of foreign-owned dollar-denominated assets available 
in part for direct Investment in the United States.
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OVERVIEW OF FOREIGN INVESTMENT IN THE UNITED STATES, 1987

The Office of Trade and Investment Analysis (OTIA) Identified from 
public sources 1,328 foreign direct investment transactions during 
1987. Values were reported for 588 of these individual transactions, 
for a total of $58.1 billion. Appendices A, B, and C contain 
listings of all the identified transactions by source country, U.S. 
Industry, and state location.

The total number of transactions increased by more than 29 percent 
over the 1,051 reported for 1986 (see Figure 1). In value terms,
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also, the 1987 total reflected a substantial Increase (62 percent) 
above the total value, $35.8 billion, identified in 1986. As in 
previous years, a few large transactions continued to account for a 
substantial part of the total value. In 1987, 29 transactions of 
$500 million or more had a combined total of $34.3 billion, 59 
percent of the total reported value. The nine largest transactions, 
each over $1 billion, had a combined value of $22.7 billion, 39 
percent of the total value.

The rise in foreign direct investment continued a growth trend which 
began 1n 1983 and followed the recession of 1981/82. Several factors 
accounted for the growth, of which three were probably most 
influential. First, the value of the dollar continued to decline 
against other major .currencies, not only making it less expensive to 
acquire or establish a U.S. business, but also broadening the scope 
of potentially attractive investment opportunities. Second, many 
corporations, 1n efforts to become more efficient and profitable In 
their Industries or to prevent takeovers by domestic or foreign 
investors, restructured their organizations considerably, making 
available for acquisition many subsidiaries or divisions no longer 
contributing to changed corporate goals. And third, despite "Black 
Monday" of October 19, which slowed Investment quite appreciably 
while the Impact was evaluated, foreign investors believe that they 
must invest in the United States— the world's largest consumer 
market— if they are to be competitive in a global economy.

These factors supplemented the more traditional reasons to invest in 
the United States, such as political stability, excellent 
transportation infrastructure, and a educated labor force. In 
addition, large trade related surpluses accumulated by Japan, Taiwan, 
and certain European countries In recent years have created a 
substantial pool of foreign-owned dollar-denominated assets available 
in part for direct investment in the United States.
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OVERVIEW OF FOREIGN INVESTMENT IN THE UNITED STATES. 1988

The Office of Trade and Investment Analysis (OTIA) identified 
from public sources 1,084 foreign direct investment 
transactions during 1988. Values were reported for 516 of 
these individual transactions, for a total of $58.4 billion. 
Appendices A, B, and C contain listings of all the identified 
transactions by U.S. industry, source country, and state 
location.

The total number of transactions decreased by more than 18 
percent over the 1,328 reported for 1987 (Figure 1). In value 
terms,
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however, the 1988 total reflected a slight increase above the 
total value, $58.1 billion, identified in 1987. As in previous 
years, a few large transactions continued to account for a 
substantial part of the total value. In 1988, the nine largest 
transactions, each over $1 billion, had a combined value of 
$22.1 billion, 38 percent of the total value. Twenty-two 
transactions of $500 million or more had a combined total of 
$32.2 billion, 55 percent of the total reported value.

Despite the decline in the number of transactions in 1988, the 
increased value figure indicates that foreign investors 
continued to be drawn to the United States. The value of 
individual foreign investments surged to record levels in 1988; 
it was the year of the big deal. OTIA identified a record 110 
foreign direct investment transactions worth $100 million or 
more. The growth in the number of large investments partly 
reflects the increasing globalization of foreign multinationals 
interested in expanding beyond their own domestic markets as 
well as the importance of the large U.S. market and the 
increased cost advantage (relatively) of American assets 
because of the depreciation of the dollar.

Additional factors that continued to attract foreign investors 
to the United States include strong economic growth, political 
stability, continued corporate restructuring that provided 
increased investment opportunities and a strong technological 
base.
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