The purpose of this glossary is to provide a comprehensive list of terms associated with the Foreign Direct Investment (FDI) survey which will aid users understanding and interpretation of the FDI statistics.
Accuracy - The degree of closeness between an estimate and the actual value.
Acquisitions- a business transaction between unrelated parties based on terms established by the market where each enterprise acts in its own interest.  The acquiring enterprise purchases the assets and liabilities of the target enterprise.  In some cases, the target enterprise becomes a subsidiary or part of a subsidiary of the acquiring enterprise.  
Additive imputation approach (Quarterly) - Average difference taken between responders from the current and previous period, which is then added to the previous period value to impute for a non-responder.   
Affiliated enterprises – Affiliated enterprises are enterprises in a direct investment relationship.  Thus, a given direct investor, its direct investors, its subsidiaries, its associates, and its branches, including all fellow enterprises are affiliated enterprises.  It is possible for a given enterprise to be a member of two or more groups of affiliated enterprises.  
Balance of Payments- a statistical system through which economic transactions occurring during specific time periods between an economy and the rest of the world can be summarised in a systematic way.  The IMF Balance of Payments and International Investment Manual provides conceptual guidelines for compiling balance of payments statistics according to international standards.  
Branch, Direct Investment Enterprise- A branch is any unincorporated direct investment enterprise in the host country fully owned by its direct investor. Thus, this term encompasses branches as commonly defined – i.e. formally organised business operations and activities conducted by an investor in its own name – as well as other types of unincorporated operations and activities. 

All or most of the following features should be present for a branch to be recognised: 

(i) Undertaking or intending to undertake production on a significant scale based in the territory for one year or more in a territory other than that of its head office: 

(a) If the production process involves physical presence, then the operations should be physically located in that territory. Some indicators of an intention to locate in the territory include purchasing or renting business premises, acquiring capital equipment, and recruiting local staff; 

(b) if the production does not involve physical presence, such as in some cases of banking, insurance, or other financial services, the operations should be recognised as being in the territory by virtue of the registration or legal domicile of those operations in that territory; 

(ii) the recognition of the operations as being subject to the income tax system, if any, of the economy in which it is located even if it may have a tax-exempt status. 

Book Value – Book value is a term that broadly encompasses many different accounting methods.  It represents the values that appear on the books of an enterprise.  It could represent the values on the books of direct investors or on the books of direct investment enterprises.  
Coefficient of variation- standard error expressed as percentage of total value.  
Creditor/Debtor principle- A debtor is a person or an entity which has a financial obligation to another person or entity. Conversely, a creditor is a person or entity which has a financial claim on another person or entity. Therefore, a debtor has a financial liability to a creditor and a creditor has a financial claim (an asset) on a debtor. For FDI statistical purposes, under the debtor/creditor principle, the FDI assets (both transactions and positions) of the compiling economy are allocated to the economies of residence of the non-resident debtors; its FDI liabilities are allocated to the economies of residence of the non-resident creditors allocated on the basis of the debtor/creditor principle. This principle, recommended by the Benchmark Definition as the basis for geographical allocation, differs from the transactor principle. 

Data cleaning- a process by which any errors in FDI data are fully investigated and corrected to ensure that data outputs are as accurate as possible before final results are produced.  
Disposals-  Disposals of assets (inventories, fixed assets or land or other non-produced assets) by institutional units occur when one of those units sells or transfers any of the assets to another institutional unit; when the ownership of an existing fixed asset is transferred from one resident producer to another, the value of the asset sold, bartered or transferred is recorded as negative gross fixed capital formation by the former and as positive gross fixed capital formation by the latter.
Dividends- Dividends are earnings distributed to shareholders from common and participating preferred stock, whether voting or non-voting, according to the contractual relationship between the enterprise and the various types of shareholders, before deduction for withholding taxes.  Dividends exclude liquidating dividends and bonus shares (which are dividends in the form of additional shares of stock). These are recorded on the date they are paid.  

Difference value- A difference value is derived by subtracting the previous value from the current value.  
Earnings-income from investments e.g. profits, interest and tax

Enterprise- An enterprise is an institutional unit engaged in production. An enterprise may be a corporation, a non-profit institution, or an unincorporated enterprise. Corporate enterprises and non-profit institutions are complete institutional units. An unincorporated enterprise, however, refers to an institutional unit – a household or government unit – only in its capacity as a producer of goods and services. 
Exchange rate changes- Exchange rate changes reflect the impact that changes in exchange rates have on instruments that are denominated in a currency other than that in which the accounts are compiled. Exchange rate changes may be referred to by enterprises as realised or unrealised exchange rate or foreign 

Equity capital- Equity capital comprises: (i) equity in branches; (ii) all shares in subsidiaries and associates (except non-participating, preferred shares that are treated as debt securities and included under direct investment, debt instruments); and (iii) other contributions of an equity nature. Ownership of equity is usually evidenced by shares, stocks, participations, depositary receipts or similar documents. Shares and stocks have the same meaning while depositary receipts are securities that represent ownership of securities by a depositary. This category includes proprietors’ net equity in quasi-corporations, as well as shares and equity in corporations. It also includes preferred stocks or shares that provide for participation in the residual value on dissolution of an incorporated enterprise. Reinvestment of earnings comprises the claim of direct investors (in proportion to equity held) on the retained earnings of direct investment enterprises. Reinvestment of earnings represents financial account transactions that contribute to the equity position of a direct investor in a direct investment enterprise.
Foreign Direct Investment- FDI is a category of investment that reflects the objective of establishing a lasting interest by a resident enterprise in one economy (direct investor) in an enterprise (direct investment enterprise) that is resident in an economy other than that of the direct investor.  The lasting interest implies the existence of a long term relationship between the direct investor and the direct investment enterprise and a significant degree of influence on the management of the enterprise.  The direct or indirect ownership of 10% or more of the voting power of an enterprise resident in one economy by an investor in another economy is evidence of such a relationship.  Some compliers may argue that in some cases an ownership of as little as 10% of the voting power may not lead to the exercise of any significant influence while on the other hand, an investor may own less than 10% but have an effective voice in the management.  Nevertheless, the recommended methodology does not allow any qualification of the 10% threshold and recommends its strict application to ensure statistical consistency across countries.  
Flows- changes within investments e.g. reinvested earnings, acquisitions, disposals and loan movements.
Fellow Enterprises- An enterprise in one economy may be related through the Framework of Direct Investment Relationships (FDIR) to another enterprise in the same economy, or in a different economy, without either being a direct investor in the other, but through both being directly or indirectly influenced by the same enterprise in the ownership hierarchy.  This common parent must be a direct investor in at least one of the enterprises in question.  Such enterprises can be considered to be related through horizontal linkage within the FDIR- not involving FDI voting power of 10% or more- and are called fellow enterprises.  It should be noted, however, that for FDI statistics, only cross-border transactions and positions between FDI related enterprises should be recorded.  

Globalisation- the world wide movement towards economic, financial, trade and communications integration.  

Gross Domestic Product (GDP)- represents the total monetary value of all finished goods and services produced within a country’s borders during a specific period of time.  
Holding companies- a holding company is established to hold participation interests in other enterprises on behalf of its owner.  Some holding companies may have substantial physical presence as evidenced by, for example, office buildings, equipment and employees.  Others may have little or no physical presence and may exist only as shell companies.  
Inward FDI – represents direct investments made by non-resident investors in the reporting country’s economy.  

Imputed Value- an imputed value is derived by adding the previous value to the link value.
International Investment Position (IIP) - is a statistical statement, compiled at a specified date such as year end, of (i) the value and composition of the stock of an economy’s financial assets or the economy’s claims on the rest of the world, and (ii) the value and composition of the stock of an economy’s liabilities to the rest of the world.  
Levels (positions) – enterprises’ total investment worth at a point in time e.g. closing balances and closing equity capital. 

Market value- market value is a conceptually ideal basis for valuing direct investment transactions and positions.  Market valuation places all assets at current prices rather than when last purchased or re-valued and promotes consistency in the value of assets of different vintages.  It also promotes consistency when comparing stocks, transactions and other flows of different enterprises, industries and countries.  

Mean imputation- mean imputation is the replacement of a missing observation with the mean of the non-missing observations for that variable.
Multiplicative imputation approach (Annual) - Ratio of means imputation is applied using sector and size band as imputation classes. 

Net International Investment Position- the stock of external assets minus the stock of external liabilities.
Non-voting stocks- equity/shares that do not give voting rights to the holder are called non-voting stocks.  The category includes participating preference shares.  
Outlier – an observation point that is distant from the other values in the data set.  

Outward FDI- represents direct investments made by resident investors within foreign countries’ economies
Reliability- refers to the closeness of the initial estimated value to the revised estimated value. 
	

	

	


Sampling error- The error caused by observing a sample instead of the whole population.  

Simple expansion estimator- The annual estimation is based on a mean estimation whereby the average returned value within each strata is used as an estimate for every non-sampled business in the population.  
Special Purpose Entities – Multinational enterprises (MNEs) often diversify their investments geographically through various organisational structures.  These may include certain types of Special Purpose Entities.  Examples are financing subsidiaries, conduits, holding companies, shell companies, shelf companies and brass-plate companies.  Although there is no universal definition of SPEs, they do share a number of features.  They are all legal entities that have little or no employment 

Standard Deviation - a measure of the dispersion of a set of data from its mean.  The more spread apart the data, the higher the deviation.  
Strata- Stratification consists of dividing the population into subsets (called strata) within each of which an independent sample is selected.
	

	


Subsidiaries- a company that is wholly or partially controlled by another through the ownership of 50% of more of the voting stock.  
Transactor Principle - According to the transactor principle, transactions resulting from changes in claims and liabilities are allocated to the country of residence of the non-resident party to the transaction (the transactor) even if this is not the country of residence of the direct investment enterprise or direct investor. This principle differs from the debtor/creditor principle that is recommended by the Benchmark Definition as the basis for geographical allocation. 
Trimming – a method used to remove any outliers (values that fell outside a certain standard deviation distance from the mean) from the calculation of the mean.  

Trimmed Mean- the value of the mean calculated after the implementation of the trimming method.  
Voting stocks - equity/shares that give voting rights to the holder.  They can either be ‘listed voting stocks’ which are listed on an official stock exchange or ‘unlisted voting stock’ which are shares not listed on an official stock exchange.  

Winsorisation - an imputation rule limiting the influence of the largest and smallest observations in the available data.
