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Impact of the pandemic on FDI: transmission mechanisms

The COVID-19 pandemic is a triple shock 
of supply, demand and policy



Global FDI inflows, 2015–2019 and 2020–2022 forecast

COVID-19 crisis will have a severe impact on FDI prospect 
with potentially lasting consequences



All regions will see decrease in FDI flows in 2020 with 
more severe impact expected in developing economies



Investment policy responses to the COVID-19 crisis



International production/GVCs:

-- Two decades of growth followed by one of stagnation



At the start of the new decade due to the combined effect 

of the pandemic and existing trends reaching their 

boiling point



International production configurations measured 

at three key dimensions



Length and geographical distribution of international production
and key archetypes 



COVID-19 arrived on top of 3 existing megatrends
shaping international production



Transformation of International Production:
- Impact across industries via four trajectories



The four trajectories have different implications for 
investment-development policy



Implications of the Transformation:
Challenges and Opportunities



Transformation of International Production Calls for
a Paradigm Shift



A New Framework for Investment Attraction

➢
Embarking on a new investment-development path

➢
Developing a new ecosystem

➢
Building dynamic productive capacity

➢
Formulating a new investment promotion strategy



Strategizing Investment Promotion in the New Era

➢ Assess likely trajectories of industries and GVC segments in the existing FDI profile. 
➢ Assess retention options for economic activities at risk of reshoring or relocation. 
➢ Assess opportunities to promote locations as nearshore or regional supply chain 

flexibility and resilience bases. 
➢ Review the investor targeting approach, its dependence on vertical specialization and 

the potential need to shift towards more diversified industrial clustering and regional 
investment. 

➢ Consider opportunities to engage in or enhance cooperation with investment 
promotion agencies in the region to promote multi-country industrial clusters and 
regional cross-border SEZs. 

➢ Diversifying SEZ offerings: not just large-scale, export-oriented, industrial investment, 
but a range of types extending down to facilities for small-scale manufacturing (e.g. 
maker spaces) and collaborative services environments 

➢ Enhance capabilities to promote investment in infrastructure and domestic services; 
enhance cooperation with PPP units to promote project-finance FDI in synergy with 
public investment (including in SDG-relevant sectors, renewables, agriculture, and 
health). 



High Untapped Potential for 
Sustainability-dedicated Investment



Green bond market size is growing
but more prevelant in certain industries

Green bond market size and industries finances (2014-2018, billions of dollars)



COVID-19 pandemic response bonds: 

a new source of financing



Six sets of transformative actions

-- a “Big Push” for investing in the SDGs
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