Inward Investment
Report 2014/15¢

7

F &

‘ 13K
T N ’i“" '/3;"-4:'.4:‘

b. I“ .ou
?;200 o'«‘ ?’f/

.,’“

1
’







Foreword

The Rt Hon Lord e
Maude of Horsham

This is my first nward Investment Report
since becoming Minister for Trade &
Investment. I am pleased that my tenure
begins with confirmation of the UK’s
outstanding success.

We are again the Number One destination for Foreign Direct Investment (FDI) in Europe. In 2014
the UK attracted the highest number of foreign direct investment (FDI) projects and received the
largest value of FDI net inflows in Europe, as confirmed by independent sources.

During 2014/15 UKTI recorded a total of 1,988 FDI projects - 12 percent more than in the previous record-
breaking year. And UK inward FDI Stock - the amount of foreign direct investment in the UK - is estimated
to have passed the £1trillion level in 2014 - an extraordinary milestone to have achieved. Preliminary
estimates from the OECD are that the UK has achieved a 50 percent increase in FDI inflows in a year
when the global value of FDI flows fell by 11 percent.

This Government is committed to creating the conditions necessary to grow the economy and allow
business to expand, thrive, and create lasting jobs in the UK. | am very pleased that these results show
that almost 85,000 new jobs were created by FDI projects recorded in 2014/15 - and that independent
reports confirm that the UK created more jobs through FDI than any other country in Europe.

It is clear from these results that all regions of the UK benefit from foreign investment. And it is clear also
that foreign investment has great potential to support the priorities of this Government. We will look to
investors to back our commitment to build a stronger and rebalanced economy, focused on the creation
of jobs and will target investors accordingly.

We are not complacent. We need to continue working hard to make the UK the best place in the world for
starting and growing business. The competition in the global market is growing and we need to continue
to work to further strengthen our position in the global FDI market.

But these results confirm that we have the right approach. International companies see the strength of
the UK as a place to do business. Their commitment to invest in and trust in the UK economy is higher

than it has ever been before. The outlook for the UK economy is very positive. It is because of this that
the UK continues to increase its leading position in the FDI market.

v (e

The Rt Hon Lord Maude of Horsham
Minister for Trade and Investment

Number1 £1 trillion

Destination for FDI in Value of UK inward
Europe source: OECD, FT, EY FDI stock source: 0ECD
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Managing Director’s Report

Michael Boyd

It gives me great pleasure to report that
2014/15 was another record year for inward
investment into the UK. We recorded the
highest number of Foreign Direct Investment
projects ever, and those projects created the
highest number of new jobs on record.

UK Trade & Investment were proud to support more projects than we ever have before - 1,610 of the
1,988 projects that landed in the UK were assisted by UKTI and our partners. We helped to secure over
£13bn commitments for funding essential infrastructure and regeneration projects across various parts
of the UK.

My focus over recent years has been to maintain and increase the quantity of projects coming to the UK while
also driving up the value to the UK economy of those projects. This strategy is working, and | can report that
the increase in the numbers of projects has not affected their quality. UKTI exceeded its internal benchmark for
‘high value' projects this year.

It is crucial for the long term retention of the UK's position as the leading destination for FDI into Europe that
we broaden the global base from which foreign investments are generated. | can report also that we received
investment from a record number of countries and territories, demonstrating that the UK's attractiveness as a
place to do business is recognised the world over.

Furthermore, our increased focus on emerging markets in recent years is starting to pay off. India has become
the third largest source market for FDI projects, and more than 500 opportunities have been generated through
a new, private-sector led delivery model in other emerging markets.

The depth of the increase in total investment projects is matched by the breadth of those projects across the
economy. The UK is proving increasingly popular as a location for advanced manufacturing and research and
development in Europe. A healthy increase in projects in all major sector groups has been recorded, including
the reshoring of business from overseas. FDI projects involving R&D have increased by 10 percent. In addition,
UKTI supported the delivery of 34 R&D collaborations involving UK research institutions and organisations,
creating the building blocks for future growth. Increasingly, we are creating joint trade and investment sector
teams to improve the effectiveness of the UK offer and create more export-led inward investment opportunities.

These results show once again that the UK is a world-beater in attracting foreign direct investment. | am proud
to lead a team which has contributed to this achievement and delighted that these achievements are receiving
global recognition. In October 2014, UKTI was recognised as one of the best Investment Promotion Agencies in
the world, when we won a United Nations Conference on Trade & Development (UNCTAD) award for excellence
in promoting FDI for sustainable development.

Michael Boyd
Managing Director, Investment

1,988 84,603 23,055

FDI projects recorded new jobs created by safequarded jobs
by UKTI FDI projects
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Global context

A year of outstanding
FDI results for the UK

UK strengthens its position as the
Number 1 destination for Foreign Direct
Investment (FDI) in Europe

Global FDI falls in 2014

Total world growth was a modest 3.4 percent in 2014
according to the International Monetary Fund (IMF), which
put the subdued performance down to a slower than
anticipated recovery from the financial crisis.

This, combined with a period of prolonged uncertainty,
has had a negative impact on worldwide FDI. Global

FDI flows were estimated by UNCTAD (United Nations
Conference on Trade and Development) to have fallen

by 8 percent in 2014, and by 11 percent according to the
OECD (Organisation for Economic Co-operation and
Development) estimates. UNCTAD figures show that the
reduction in global FDI flows was particularly pronounced
in developed countries, which were down 14 percent.!

2014 FDI Inflows

UK
+50%

US$72bn

WORLD

_11%

US$1,318bn

Source: OECD, May 2015

1Global Investment Trends Monitor, UNCTAD, January 2015

UK confirmed as the top destination for

FDI in Europe

The UK produced the highest growth among G7 countries
at 2.8 percent and continues to be a major player in

the global FDI arena despite the many challenges and
uncertainties across world markets. All major independent
sources confirm the UK as the Number 1 destination in
Europe for FDI in 2014 across the three main measures of
success: financial value of FDI inflows; value of FDI stock
(cumulative inflows); and number of individual investment
decisions (FDI projects).

UK FDI inflows rise by 50 percent

Despite a reduction in global FDI flows by 11 percent in
2014, and a 16 percent reduction in European FDI, UK net
FDI inflows increased by more than 50 percent, according
to preliminary estimates available from the OECD. The UK
received net FDI inflows of £44 billion ($72 billion) in 2014
- representing one-third of total European Union inflows
and making the UK the Number 1 destination in Europe.

For FDI stock

No.

in Europe
2014

For FDI flows

For FDI projects
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Global context

£1 trillion +50"

UK inward FDI stock
Source: OECD 2015

Increase in UK FDI inflows
Source: OECD 2015

UK inward FDI stock reaches £1 trillion level

The UK also remains the preferred destination for foreign
investment in Europe in terms of accumulated value

of inward FDI stock. FDI stock, which primarily reflects
historic FDI inflows, is often used as an indicator of the
long term commitment of foreign investors to the host
country. A positive economic performance and continued
inflows of FDI in recent years has contributed to a steady
growth in UK inward FDI stock, demonstrating the trust
and confidence foreign investors have in the UK economy.

Based on OECD estimates, the value of the UK's inward
FDI stock increased by more than 9 percent during 2014,
passing the £1tr level for the first time. UK FDI stock has
increased by almost 50 percent since 2010, reaching
£1,065bn by the end of 2014. UKTI remains committed to
its internal ambition to help increase inward FDI stock to
£1.5tr by 2020 and these latest results show that the UK is
likely to achieve this.

The USA and Europe remain the largest investors

in the UK when measured by the value of FDI stock.
Investors from the USA hold the largest share of

FDI stock (27 percent), followed by the Netherlands (15
percent) and France (8 percent). Globally, the UK is the
third largest country in terms of its absolute value of
inward FDI stock, behind the USA and China.

Top three countries in the world with
the largest FDI stock

Inward FDI Stock Value (2014) USS, tr
USA 54
China 2.7
United Kingdom 1.7

Source: OECD, May 2015. Note: Directional method of estimation used

UK Inward FDI Stock - Major Source Countries
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Source: Office for National Statistics (ONS); 2014 estimate (£1,065bn) is taken from the OECD stats (May 2015); source country proportions from 2013 are applied on the

2014 estimate
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Global context

28"

UK share of total capital
investment flows into
Europe in 2014

Source: fDi Report, May 2015

1st

in Europe for FDI projects
Source: FT and EY, May 2015

UK receives the largest number of FDI

projects in Europe

The UK continues to be the top destination for FDI when
measured against the number of successful foreign
investment projects (decisions). This is reflected in the
data on FDI projects, available from external reports, such
as the EY Attractiveness Survey and the FT fDi Report (2015).

According to the FT fDi Report (2015) the UK

received 909 FDI projects in 2014, 8 percent higher
than last year and significantly more than other major
European economies such as Germany (378), Spain
(252) and France (237).

The UK is also the undisputable leader in Europe

when measured by the value of FDI projects. According to
the FT fDi Report (2015), the UK attracted $35bn of capital
investment - 28 percent of the total capital investment
flows into Europe.

Capital investment flows into Europe 2014 (FDI project values)

Russia, $12bn, 10%

UK, $35bn, 28%

Other, $32bn, 25%

Spain, $9bn, 7%

Germany, $7bn, 5%

/ Poland, $6bn, 5%

S~ Ireland, $5bn, 4%

T Turkey, $5bn, 4%
T~ Romania, $5bn, 4%

Netherlands, $5bn, 4%

France, $6bn, 4%

Source: FT fDi Report 2015 (including estimates)
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Global context

Major recipients of FDI projects in Europe

2014

2013

2012

20m

2010

UK

Germany

France

Spain

o 200 400 600

800 1,000

Source: EY Attractiveness Survey, May 2015

EY’'s 2015 UK Attractiveness Survey echoes the results
from other external sources, confirming the UK had an
outstanding performance in attracting FDI in 2014.

According to the EY report, the UK received a record
number of FDI projects (887) in 2014, 11 percent higher
than in 2013, which helped the UK to increase its market
share in Europe to 20.4 percent, its highest share since
20009. The UK performed especially well in attracting
brand new investments - 12 percent more than in 2013,
closing the gap on Germany from 45 to 7 projects.

13%

UK increases its share of
European manufacturing
investment to 13%

Source: 2015 EY Attractiveness Survey
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EY estimates that the UK was the leading location in
Europe for FDI in terms of employment - generating over
31,000 new jobs, 12 percent higher than in 2013. FDI is
estimated to have created 70 percent more jobs in the UK
than in Russia, the next highest competitor, and almost
two and a half times more than Germany.

The UK increased its market share in European
manufacturing investment, securing 13 percent of all
manufacturing FDI projects, up from 12 percent in 2014.
There were 164 manufacturing projects initiated in the UK
in 2014, compared to 131in Germany.



Global context

Strong outlook for future growth

The global outlook over the short-term still reflects
uncertainty. The IMF expects world growth to increase
only ‘slightly’ over 2014's growth to 3.5 percent in 2015
before reaching 3.8 percent the following year. However,
it forecasts that the UK will continue its relatively strong
growth in 2015, supported by lower oil prices and further
improved financial market conditions.

UK expected to continue performing strongly in

the global FDI markets in 2015-16

The UK is recognised by global business executives as
the top destination in Europe for investment and has
risen in the 2015 AT Kearney FDI Confidence Index to
become the third most sought after country in the world
for investment. This is the third consecutive year in which
the UK has improved its ranking, further confirming

the confidence and trust that the global business
community places in the UK and signalling that this strong
performance will continue in 2015/16.

UK is the Number 1 target
country in Europe for
investment in 2015

Source: 2015 FDI Confidence Index, AT Kearney

Top 10 Target Countries for FDI

Country ranking 2013 2014 2015

E= United States 1 1 1

China 2 2 2
== United Kingdom 8 4 3 A
I*0 Canada 4 3 4v
E Germany 7 6 5 A
ES3 Brazil 3 5 6V
e | Japan 13 9 7 A
B B France 12 10 8 A
H:B Mexico 9 12 9 A
Australia 6 8 10V

Source: 2015 AT Kearney FDI Confidence Index

The attractiveness of the UK as a top destination for FDI
in Europe is also confirmed by the EY 2015 Attractiveness
Survey. Around 8 percent of investors identified the UK
as first choice in their ranking of global attractiveness,
putting the UK fourth in the world, behind only China, the
USA and India.
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UKTI results

Another record year
for the UK
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For the second year running,
UKTI achieved a record number
of foreign direct investment (FDI)
projects which brought with them
record numbers of new jobs across
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UKTI receives UNCTAD Inward Investment Promotion Award

UKTI's continued efforts to attract and
retain high value and better quality FDI
were recognised by the World Investment
Forum in October 2014. UKTI received

an Investment Promotion Agency of

the Year award from the United Nations
Conference on Trade and Development
(UNCTAD) for its efforts on promoting
sustainable FDI.

S

7 outstanding achievements from the
UNITED NATIONS

world's best investment promotion
agencies. UKTI was commended for the
support it provided to Gamma Solutions
(Spain) which specialises in sponsoring
and promoting renewable energy

UNCTAD

UNCTAD Investment Promotion Award 2014
Present ted to
UK Trade & Investment
United Kingdom of Great Britain and Northern Ireland

For excellence in promoting FDI

for sustainable development.

procurement and contracting).
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UNCTAD's awards recognise and celebrate

investments (development, engineering,
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UKTI results

UKTI Investment Results 2014/15

The UK's exceptionally strong performance in the
European and global FDI markets in 2014 is borne out by
UKTI's official inward investment results. During 2014/15
UKTI recorded a total of 1988 FDI projects successfully
landing in the UK, up by 12 percent year-on-year, and

the strongest performance since records began in the
early 1980s.

UKTI's FDI figures differ from other sources due to
differences in methodology and verification criteria. For
example, UKTI reports a broader category of foreign
investment (e.g. mergers and acquisitions) as well as
those projects not publically announced by the companies
involved, hence not captured by external databases, such
asFTandEY.

UKTI and its partners across the UK supported the
delivery of 1,610 projects, around 81 percent of the

total number of successful FDI projects recorded. This
represents a 10 percent increase in supported projects
compared to 2013/14. This increase has not affected

the quality and value of investment received. UKTI
estimates that the share of ‘higher value’ FDI projects - as

defined through its internal multi-indicator framework
using various quantitative and qualitative aspects of
investments - has increased from 26 percent in 2013/14
to almost 38 percent of all UKTI supported projects in
2014/15. We also estimate the total value of investment
commitments and projects in infrastructure and
regeneration was more than £13bn last year.

A record number of new jobs brought by foreign
investments

Foreign investments bring with them a significant
number of new and safeguarded jobs across the UK
and in all sectors of the economy. It is estimated that
almost 85,000 new jobs' were created by inward
investment projects, 27 percent higher than in the
previous year and the highest since records began
in early 1980s.

Foreign investment has also helped to secure

many existing jobs in the UK. Last year the number
of safeguarded jobs associated with FDI projects was
just over 23,000. Overall, FDI projects are estimated
to have brought with them almost 108,000 new and
safequarded jobs over the last year.

FDI projects in the UK

zorars | >:c [

2013/14 1,773 m
2012/13 1,559 m
2011/12 1,406 m

2010/11 1,434 m
Source: UKTI

New jobs created in the UK

zo1ars [ o ER

2013/14 66,390 ﬂ
2012/13 59,153 @
2011/12 52,741 @
2010/11 41,936 m

Source: UKTI

1 Job and value figures are estimates made at the start of investment projects. See notes section for more details.
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UKTI results

Increase in FDI projects largely driven by

new investments

New investments in the UK reached a record level of 1,058
projects in 2014/15, an increase of 29 percent on 2013/14.
There has also been an 18 percent increase in expansion
projects, reaching 740 in 2014/15 and further illustrating
the growing confidence that existing investors have in the
UK economy. In addition, UKTI recorded 190 mergers and
acquisitions successfully completed in 2014/15.

Distribution of investment projects in the UK

Inward investment plays an important role in

supporting growth across all parts of the UK and last
year saw strong investment and jobs growth in most
regions, particularly within Wales and England. During
2014/15 England (excluding London) received the highest
number of FDI projects (905), followed by London (796),
Scotland (119), Wales (101) and Northern Ireland (48). The
spread of foreign investments across all parts of the UK
demonstrates the strength and attractiveness of the UK
as a whole for foreign investors.

The largest number of new jobs were created in

England, excluding London (38,157). Despite Northern
Ireland receiving the lowest number of investments,
these projects on average created the highest number of
new jobs (83) for any one region. Individual investments
in England (excluding London), Scotland and Wales, on
average, were associated with 42, 46 and 50 new jobs
respectively.

Types of investment

Investment type 2010/11 2011/12 2012/13 2013/14 2014/15
New Investments 724 752 777 820 1,058
Expansions (inc. retention) b44 506 B77 677 740
Mergers and acquisitions, and Joint Ventures 166 148 205 276 190
Total 1,434 1,406 1,559 1,773 1,988

Note: Expansions include retentions

1,058

New investments
Source: UKTI

740

Expansions
Source: UKTI

190

Mergers and acquisitions
Source: UKTI
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UKTI results

1,988

FDI projects
Source: UKTI

84,603

New jobs created
Source: UKTI

23,055

Safequarded jobs
Source: UKTI

Distribution of FDI projects in the UK

N. Ireland
48 Projects
4,007 New jobs

Wales
101 Projects
5,085 New jobs

=
X

g

V¢

Nineteen multiple-location projects associated with 10,133 new jobs are not included

Scotland
19 Projects
5,445 New jobs

England

(excl. London)
905 Projects
38,157 New jobs

London
796 Projects
21,776 New jobs
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UKTI results

Stronq Q|Oba| Top source markets for FDI projects in the UK
investment figures

Geographical spread
of inward FDI projects Ireland
increases to 74 countries 51 Projects

X ! 1,797 New jobs
and territories Safeqguarded jobs

Canada
72 Projects

3,557 New jobs

Safeguarded jobs

E= United States

564 Projects
26,505 New jobs
10,273 Safeguarded jobs

Spain
59 Projects

3,643 New jobs
3 Safeguarded jobs

Switzerland

42 Projects
1,079 New jobs
Safeguarded jobs

Italy
91 Projects

1,251 New jobs

Safeguarded jobs

Rest of Americas
34 Projects
1,151 New jobs
9 Safequarded jobs

UK widens international base for FDI In terms of individual countries, the USA remains the
The UK's international base for source FDI countries has single largest source of FDI projects. During 2014/15 a
broadened significantly during 2014/15. FDI projects total of 564 FDI projects were recorded from the USA,
were recorded from over 70 countries and territories - a up more than 12 percent on the previous year. France has
record number for UKTI. This is partly explained by UKTI's ~ become the second largest source of FDI projects for the
new, strengthened strategy and focus on promoting and UK (124 projects) - an almost 13 percent increase on last
attracting FDI from emerging markets. year. Investments from India increased by 65 percent

making it the third largest source of FDI, while 97 projects
were recorded from Germany.
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UKTI results

([ J
[ J [ ]
[ J
[
Rest of EMEA Rest of APAC
342 Projects 103 Projects
9,744 New jobs 4,414 New jobs
3,647 Safeguarded jobs 301 Safeguarded jobs

Added to this was a strong showing from the Nordic
region, which recorded 101 FDI projects for the year.
Activity from Japan again showed itself to be a key
investment partner in Asia, delivering 107 projects across
a variety of sectors. China also showed signs that it is
prepared to commit to the UK economy, with 112 projects,
including 13 investments from Hong Kong.

124
5,584
2,614

France

Projects

New jobs
Safeguarded jobs

97
8,950
77

Germany
Projects

New jobs
Safeguarded jobs

12
4,728
1,199

China (inc Hong Kong)
Projects

New jobs
Safeguarded jobs

107
3,256
617

Japan

Projects

New jobs
Safeguarded jobs

81
3,998
14

Australia
Projects

New jobs
Safeguarded jobs

122
7,730
1,620

India

Projects

New jobs
Safeguarded jobs

70+

Countries invested in the
UK during 2014-15

564

Projects recorded
from the USA

65%

Increase in
investment from India

Investment opportunities from emerging markets
are growing
Over the last year, UKTI's investment arm continued

to expand its footprint across the globe, particularly

in emerging markets. Four outsourced contracts to
deliver FDI from Latin America, Russia, the Gulf and
Central & Eastern Europe were established. Initial results
are impressive, with a combined pipeline of over 500

registered opportunities.
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