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        Although the global competition for cross-border 
investment is intense as investors seek to diversify risk 
and increase yield, the United States maintains its place as 
the most attractive FDI destination. Why? The U.S. offers 
foreign investors a highly business-friendly environment 
marked by unparalleled innovation, resources and talent.

—  Constance Hunter 
Chief Economist, KPMG LLP

“
”
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In a word, we say no. But to the casual and not-so-casual 
observer alike, the global landscape appears to be at an 
inflection point. We’ve enjoyed more than 70 years of U.S.-led 
stability and prosperity—but there are questions on the horizon. 

The risks are legion. Brewing trade wars, a broadening appetite for 
protectionism, populist leaders rising to power across the developed 
and developing world, the ascension of China, an at-times strained 
Western Alliance, and ever-evolving cybersecurity threats are just 
several and offered in no particular order.

In spite of these challenges, the U.S. remains the world’s top 
destination for foreign direct investment. At least for now. Here’s why:

Economic strength and stability – The U.S. economy is less than 
1.5 times larger than China’s, but per capita consumption in the U.S. 
is 12 times greater than in China. This simply means more goods and 
services are available per consumer, and they are in a better position 
to buy them.

Productivity – Many businesses consider increased consumption 
to be the holy grail, but to economists, the key to growth, both long 
and short term, is productivity. Despite the low-productivity world in 
which we currently live, U.S. labor and capital productivity stand out 
among its peers.

A business-friendly regulatory environment – Some of the 
foundational ways that is pursued include lowering the cost of doing 
business, shortening the timeframe for federal project review, and 
reducing and simplifying regulations that are deemed unnecessary  
or economically harmful.

Commitment to objective jurisprudence – The U.S. judicial system 
is built upon a tradition of fair adjudication, recognizing the value of 
ensuring a robust intellectual property system. 

Receptivity to foreign investment – Many U.S. states actively work 
to encourage FDI through various financial incentive and tax credit 
programs as well as targeted legislation designed to address specific 
company priorities. A more competitive federal corporate tax rate only 
fortifies this scenario.

Combine these factors with the benefits of unparalleled technological 
innovation, a skilled and ambitious workforce, and state-of-the-art 
R&D capabilities and multinational companies across the globe 
continue to seek to expand their presence in the U.S.

In these pages, we explore foreign direct investment into the United 
States. Simply put, this report—much like our U.S. International 
Corridors business—is intended to help multinational executives cut 
through the macroeconomic and geopolitical noise and make better-
informed cross-border investment decisions with confidence. 

If U.S. economic hegemony is fading… 

About the authors:
Mark has worked for more than two decades with companies investing, 
both inbound and outbound, in China, India, ASEAN, Latin America 
and other emerging economies. He has extensive experience helping 
executives face the many challenges and risks inherent in cross-border 
investing, including market entry and expansion, the business and 
regulatory climate, and managing businesses in different countries.

Constance heads macroeconomic research, analytics and forecasting. 
She works closely with the firm’s leadership as well as clients to identify 
inflection points, risks and opportunities that arise across the constantly 
evolving economic landscape.  She is a regular speaker at conferences on 
a wide variety of macroeconomic topics and a frequent guest on all major 
financial media channels.

…will its position as the top global destination 
for FDI fall as well?
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The U.S. is attractive to both corporate entities and high-net-worth 
individuals seeking to establish, expand or diversify their commercial 
holdings.

However, the ongoing development of world markets, coupled  
with the 2007–2008 financial crisis and the highly fluid geopolitical 
environment motivated global investors to spread their risk. This 
has increased the competition for investment dollars, resulting in 
a gradual drawdown of the United States’ share of worldwide FDI. 
After peaking at $466 billion in 2015, the overall level of investment 
in the United States has declined from 38 percent of global FDI in 
2000 to 25 percent in 2017.1

Despite the relative decline in FDI into the United States over the 
past decade and a half, the United States remains by far the top 
recipient of global investment, attracting $275 billion of FDI inflows 
in 2017 (although down nearly 40 percent from $457 billion in 2016).2 

By comparison, Greater China (mainland China, Hong Kong SAR and 
the jurisdiction of Taiwan) had $243 billion of FDI inflows in 2017.

Nevertheless, FDI flows into the United States in 2017 were up 
nearly 30 percent from 10 years earlier.3

Clearly, the United States remains by far the top recipient  
of global investment.

If not for a handful of exceptionally large M&A deals in the United 
States in 2015 (British American Tobacco’s $49 billion acquisition of 
R.J. Reynolds and Teva Pharmaceuticals’ $40 billion acquisition of 
Actavis Generics) and 2016 (Anheuser-Busch InBev’s $102 billion 
acquisition of SAB Miller and Bayer’s $66 billion acquisition of 
Monsanto),4 which drove FDI to record levels, a case could be made 
that the drop in 2017 was actually business as usual. Could it be that 
2017 FDI in developed markets in general and the United States in 
particular was, as A.T. Kearney posited in its 2018 Foreign Direct 
Investment Confidence Index® report, “a return to normalcy”?

It’s worth noting that the United States is the top-ranked market 
in A.T. Kearney’s FDI Confidence Index for the sixth year in a row. 
“FDI,” the report suggests, “remains a crucial means for them 
(investors) to maintain access to this globally important market.”5

The United States has been for many years the top destination 
for FDI relative to virtually all other developed and emerging 
markets.

Inbound U.S. FDI: 
A brief history
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This guide—and indeed KPMG’s U.S. International Corridors business—is for 
international CEOs and executives attempting to make sense of the challenges and 
draw confidence from the opportunities of investing in the United States, the world’s 
largest, strongest and most business-friendly economy. 

It is a market that is most certainly open for business.

The current wave of populism we are seeing 
across the globe, could be the impetus that 
pushes international investors toward the 
relative constancy of the U.S. market.

How will you balance the opportunities and  
the risks?
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Country and 
rank in 2017 2012 2017

Percent 
change

1.  United Kingdom 3.6% 3.2% -0.4%

2.  Canada 1.5% 2.7% 1.2%

3.  Japan 1.9% 2.4% 0.5%

4.  Germany 1.7% 2.1% 0.4%

5.  Ireland 0.6% 1.7% 1.1%

6.  France 1.4% 1.5% 0.1%

7.  Switzerland 0.7% 1.0% 0.3%

8.  Netherlands 0.7% 0.9% 0.2%

9.  Singapore 0.1% 0.5% 0.4%

10. Belgium 0.2% 0.4% 0.2%

11. Spain 0.3% 0.4% 0.1%

12. Australia 0.4% 0.4% 0.0%

13. China 0.1% 0.3% 0.2%

14. Sweden 0.2% 0.3% 0.1%

15. Korea 0.2% 0.3% 0.1%

16. Brazil 0.1% 0.2% 0.1%

17. Israel 0.1% 0.2% 0.1%

18. Bermuda 0.1% 0.2% 0.1%

19. Italy 0.2% 0.2% 0.0%

20. Mexico 0.2% 0.2% 0.0%

Top 20 global FDI stock positions by country (% of global GDP)

Annual FDI flows into the U.S.  
2007–2017 ($ billions)

Top 20 U.S. FDI stock positions by 
country (% of nominal U.S. GDP)

Source: United Nations Conference on Trade and Development, World Investment Report 2018, World Bank.

Source: U.S. Bureau of Economic Analysis. Data shown on a 
historical cost basis, or cost at the time of investment.

Source: United Nations Conference on Trade and Development, World Investment Report 2018.

The global standing of the U.S. as the top FDI destination makes sense for a uniquely 
compelling set of reasons:

–  World’s largest consumer economy6 

–  Unparalleled pipeline of technology 
innovation, R&D and intellectual property 
protection

–  Skilled, highly productive, mobile talent pool

–  Business-friendly regulatory and tax 
environment

–  Broad access to capital/funding

–  Tradition of fair adjudication

– Political stability
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The U.S. economy holds the largest share of 
world GDP. Period.

The International Monetary Fund (IMF) projects world gross domestic 
product (GDP) to rise by 2.9 percent in 2020, similar to a projected 3.0 
percent forecast for 2019. Against this backdrop, there has been a 
steady drumbeat of concern from around the globe that may derail this 
forecast. The risks are legion and diverse: rising global trade tensions, 
China’s high debt levels, slowing European growth, the Italy-EU 
budgetary showdown, Brexit, struggling emerging market currencies 

like the Turkish lira and Argentine peso, and the rise of populist leaders 
are just several.

Why is the performance of the U.S. economy significant for 
companies as they consider cross-border investment? Simply put, the 
U.S. is by far the world’s largest economy, representing 24 percent 
of world GDP, followed by the Euro area at 16 percent and China 
at 15 percent.* With a slowing global economy and the balance of 
risks on the horizon shifting, investing in the world’s largest and most 
productive economy is more attractive on a relative basis. 

Understanding the full 
power of the U.S. market
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Growth of world GDP
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Source: IMF World Economic Outlook, GDP at market exchange rates, January 2019

Source: World Bank, GDP share at market exchange rates, 2017.

*GDP measured at market exchange rates as opposed to purchasing power parity, which can overstate growth for developing markets.
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The U.S. economy is currently experiencing its second 
longest expansion in the post-WWII period at a length 
of just over nine years.

Should growth continue past June 2019, this would shatter the 
current record holder—the 1991–2001 expansion—which lasted  
10 years and at the moment is the longest expansion since 1857.7 

Consumers are the driving force of the U.S. economy, representing 
two-thirds of economic output, and U.S. consumer spending is 

underpinned by a solid labor market. Strength in employment cuts 
two ways. Not only does it support consumption, but the ready 
availability of skilled workers is immensely advantageous because  
it reduces the development time to create value. This is significant 
for multinationals looking to deploy FDI. In fact, the U.S. workforce  
is among the most productive in the world. In 2016, U.S. GDP  
per hour worked—a measure of labor productivity—amounted  
to $63.50, eclipsing by more than 35 percent the OECD average  
of $47.10 as well as all other G7 economies.8

An enduring, consumer-led 
expansion

U.S. labor productivity (US$)

Source: OECD, 2016
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Another key factor in the considerably longer economic expansion 
since 1991 is the generally measured approach to monetary policy in 
the U.S., which supports conditions for long-term economic growth 
through price stability and maximum employment. Indeed, this 
stance has played an active role in fostering the steady and stable 
growth of the current expansion.

Since 2015, U.S. short-term interest rates have been raised 
gradually. Ultimately, labor force growth, along with productivity,  
fuel the long-run potential growth rate of any economy.

While overall capital expenditures have been running below previous 
levels since the global financial crisis, the U.S. has one of the highest 
capital expenditure growth rates among the G7 countries. From 
2008 to 2017, growth in business spending as measured by gross 
fixed capital formation (GFCF), which measures the net acquisitions 
of assets such as land, buildings, software and equipment that 
companies use in the production process for more than one year, 
was up 9 percent for the U.S., outpaced only by Germany at 10 
percent.9 

Capital expenditures, the funds companies use to acquire the 
aforementioned assets, highlight long-term productive economic 
capacity and are another critical consideration for multinationals 
when deciding where to invest.

Business capital spending 
(Indexed Q1 2008 = 100)
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Source: OECD, 2017

An enduring, consumer-led expansion (continued)
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Source: Bureau of Economic Analysis, 2017.

Source: Bureau of Economic Analysis, 2017.

FDI in the U.S. by industry
Amid a burgeoning, digital-led fourth industrial 
revolution that is transforming economic barriers to 
entry and is expected to reshape individual companies 
and entire sectors, the U.S. offers unmatched 
investment opportunities from an industrial 
perspective.

In 2017, the U.S. manufacturing sector received the largest 
amount of FDI, totaling $1.6 trillion as multinational companies took 
advantage of a deep and highly productive talent pool. Looking at it 
another way, the manufacturing industry accounted for an incredible 
40 percent of total FDI in the U.S. The next-largest recipient of FDI 
was the banking, finance and insurance sector at $745 billion, an 18 
percent share. 

Within manufacturing, FDI in chemicals totaled $703 billion in 
2017, accounting for nearly half (44 percent) of all manufacturing 
FDI. Drilling down further, pharmaceuticals and medicines—a clear 
priority for markets with aging populations—took in $517 billion.

From the perspective of manufacturing multinationals from 
developing economies looking to move up the value chain, the 
U.S. is an exceedingly attractive destination for FDI. For these 
multinationals, the U.S. can serve as the stepping stone for FDI that 
could lead to horizontal or vertical mergers predicated on growth, 
synergy, market power, diversification and the acquisition of unique 
capabilities and resources.
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Other manufacturing

Beverages and tobacco

Computers and electronics

Petroleum and coal

Food

Machinery

Transportation equipment

Chemicals (including pharmaceutical and medicines) 
U.S. manufacturing—
industry breakdown,  
2017 (US$ billions)
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State-level economic development agencies pursue a variety of 
strategies, including targeted marketing and business development 
campaigns, generous business incentives and trade missions 
aimed at building relationships. Business incentives include reduced 
corporate tax rates, tax holidays, accelerated depreciation allowances 
on capital taxes, grants, loans, and exemption from import duties 
and duty drawbacks on exports. International companies should 

identify the top priorities for their particular businesses by analyzing 
regional factors such as workforce profile, educational resources,  
tax rates, financial incentives and transportation systems.

In 2017, the top 10 states accounted for 75 percent of first-year 
expenditures among all states, totaling $259 billion. California was 
the top-ranked state recipient of FDI with $42 billion, followed by 
Texas ($40 billion) and Illinois ($26 billion).

Source: Bureau of Economic Analysis, 2017.

Source: U.S. Bureau of Labor Statistics, 2017.

State of the 
states

Where FDI is going, 2017

States with the most computer and mathematical jobs, 2017

Many U.S. states have enacted policies to actively incentivize FDI.

Rank/State $ Millions Share

  1  California  41,637 16%

  2  Texas  39,666 15%

  3  Illinois  25,990 10%

  4  Colorado  17,685 7%

  5  Missouri  14,565 6%

  6  Massachusetts  14,338 6%

  7  Connecticut  13,531 5%

  8  New York  11,737 5%

  9  Virginia  7,980 3%

10  Florida  6,903 3%

      Other states  65,575 25%

Massachusetts

Ohio

Washington

Pennsylvania

Illinois

Florida

Virginia

New York

Texas

California 590,550

353,460

259,090

201,680

198,940

172,680

158,660

157,400

148,050

142,010

The increasing digitization of the U.S. 
economy means the availability of 
high-tech talent will be one of the 
key determinants of state-level FDI. 
It should come as no surprise that 
states with the largest supply of tech 
labor also tend to draw the highest 
share of foreign investment.
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In 2017, we saw the enactment of the most  
far-reaching changes to the U.S. tax system in 
three decades.

The Tax Cuts and Jobs Act was enacted on December 22, 2017, 
and is expected to significantly influence the way multinational 
companies structure, finance and pursue their U.S.- based business 
activities.

The new law includes various incentives meant to encourage 
growth in the United States, as well as deterrents meant to penalize 
activities viewed as harmful to U.S. fiscal interests. As enacted, 
it includes far-reaching changes to the taxation of individuals, 
businesses in all industries and multinational enterprises alike.

Among the various provisions affecting inbound foreign direct 
investment in the U.S., the most significant are a lower corporate 
tax rate (from the historical graduated 35 percent level to a flat 
21 percent), a minimum tax on certain related-party base erosion 
payments, a stricter interest expense/earnings stripping limitation, 

and new export incentives that apply to sales, services, leasing and 
licensing activities. Other material provisions include full expensing 
of capital items and rules that affect recognition and repatriation of 
income earned by foreign subsidiaries held underneath U.S. entities.

While tax reform brings with it significant changes, it remains to 
be seen how those changes will specifically impact multinational 
businesses and their cross-border investment decisions. There are 
still many unanswered questions and while the implications of tax 
reform should become clearer with the issuance of proposed and 
final Treasury regulations, savvy foreign investors are weighing their 
options and opportunities. These businesses are positioning their 
U.S. commercial activities—including their organizational and supply 
chain structures—to take best advantage of the tax benefits, such 
as the new deduction for foreign-derived intangible income, and 
minimize the inevitable pitfalls. Any such benefits must, however, be 
weighed against other potential costs including increased tariffs and 
customs duties as well as increased compliance burdens.

How will tax reform 
affect inbound U.S. FDI?
U.S. and other OECD statutory corporate tax rates, 2018

Source: KPMG International, 2017 data; 35 percent is pre-2017 Tax Cuts and Jobs Act, 21 percent is post-Tax Act.
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*  Source: SelectUSA, U.S. Department of Commerce, by number of announced 
FDI projects in the U.S. 2018.

Our global footprint

Russia
Russia is very low on the list of foreign investors in the U.S. and the prospects are deteriorating 
because of the acute tensions in U.S.-Russia relations. From an industry perspective, IT and its 
related sectors have been a major area of interest. Top three industries: software and IT services, 
financial services, metals.*

1 Developed economies      1 Developing and transitional economies

KPMG’s U.S. International Corridors business helps multinational companies navigate the challenges  
and opportunities of cross-border investments between the U.S. and developed and emerging markets. 
The map below identifies some of our corridors and their current views on inbound FDI into the U.S.

South Korea
Korean companies continue to invest heavily in the U.S. 
primarily because they have essentially hit a ceiling in 
their domestic expansion efforts. Another motivating 
factor is the favorable cost of labor and production 
in the U.S., spurred by tax reform, relative to Korea. 
Korean companies simply are not saving any cost by 
doing the manufacturing at home. Top three industries: 
auto components, industrial machinery, consumer 
electronics.*

China
After a record year in 2016, Chinese direct 
investment in the U.S. was down significantly 
in 2017 and 2018. The drop in outbound FDI 
is attributable to both regulatory restrictions 
from Beijing as well as from the Committee on 
Foreign Investment in the U.S. (CFIUS). Although 
CFIUS is a challenge, Chinese executives 
remain interested in the U.S. market, particularly 
as a location for new manufacturing facilities. 
Top three industries: software and IT services, 
electronic components, industrial machinery.*

ASEAN
Together, the ASEAN countries are one of the leading importers of 
goods and services to the U.S. In addition, the U.S. is also an attractive 
FDI market for these countries—Singapore alone invested more than 
US$22 billion (in 2017), primarily targeting the supply chain, distribution, 
infrastructure/logistics and professional services sectors. With the 
ongoing Sino-U.S. trade tensions, there might be further untapped 
potential between ASEAN and U.S. businesses. Top three industries: 
software and IT services, communications, business services 
(Singapore).

Mexico
Among many corporate executives 

in Mexico, political instability and 
the new trade deal are expected 

to spur investment in the U.S. 
over the next few years. Another 
key reason Mexican companies 

continue to invest heavily north of 
the border is the large and rapidly 

increasing Latino population in the 
U.S. Latino consumers are very 

loyal to brands, from personal 
and clothing to food and telecom. 

Top three industries: food and 
tobacco, communications, auto 

components.*

Australia
Large multinationals in Australia view the risk/reward tradeoff—a function of 
the relative transparency and predictability of the market, legal and regulatory 
environments—as the primary driver of investment in the U.S. The diverse 
U.S. opportunity pipeline is also attractive to Australian companies. Top three 
industries: software & IT services, business services, textiles.*

Japan
Faced with a shrinking 
domestic market and 
an aging population, 
Japanese companies 
continue to invest heavily 
in the U.S. as they pursue 
growth abroad. Cash-rich 
Japanese companies are 
poised to take advantage 
of their buying power and 
use funds for acquisitions 
designed to fuel growth. 
Top three industries: auto 
components, industrial 
machinery, plastics.*

Canada
With 90 percent of the Canadian 

population living within 160 
kilometers (100 miles) of the U.S. 
border, the relationship between 
these strategic allies historically 
has been very close. Despite the 

rhetoric, that alliance is expected 
to endure. Today, between tariffs 
and a new trade deal, Canadian 

companies are figuring out how to 
work with the U.S. in the current 

environment. One way may be 
to open production facilities in 
the U.S. to save out-of-pocket 

expenses. Top three industries: 
software & IT services, financial 

services, business services.*
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Brazil
Brazil is weighing the significant 
corporate tax changes against 
the increasingly protectionist 
outlook in the U.S. as well as the 
resulting FX uncertainty. While 
these factors are causing many 
Brazilian companies to reconsider 
their operational models and 
value chains regarding the U.S., 
Brazilian multinationals remain 
increasingly interested in U.S. FDI. 
Top three industries: software & 
IT services, financial services, 
tobacco.*

Africa
FDI outflows to the U.S. from sub-Saharan Africa 
are largely accounted for by South Africa, which 

was responsible for 61 percent of African FDI 
outflows globally in 2017. The U.S. remains an 

attractive destination for the continent’s larger 
companies with global aspirations. Top three 

industries: software & IT services, chemicals, 
communications (South Africa).* 

India
Bilateral trade has grown significantly 

over the last few years and there are 
efforts to achieve a more balanced trade 

relationship. For Indian multinationals, 
the U.S. today is one of the top five 

destinations for investments. Top three 
industries: software & IT services, 

business services, pharmaceuticals.*

Middle East
Many governments in the Gulf 
are committed to increasing 
their investments in the 
U.S. Several private sector 
investment partnerships aim  
to increase exposure to 
the U.S. economy through 
sovereign wealth funds. 
Businesses are continuously 
exploring opportunities in the 
U.S., but several failed mergers 
have tempered appetites for 
expansion. The U.S. dollar peg 
in the Gulf states also helps 
facilitate investments in the 
U.S. as the foreign currency 
risks are limited. Top three 
industries: plastics, coal/oil/
natural gas, chemicals  
(Saudi Arabia).* 

United Kingdom
The U.K. has been for many years—and by far—the 

biggest external investor in the U.S. Particularly with 
Brexit in mind, the U.S. is the most obvious trading 

partner for the U.K. based on common language, 
history and legal/regulatory regimes. The U.S. 

remains a natural destination for U.K. firms to invest 
and do business. Top three industries: business 

services, software & IT services, financial services.*
Germany

Many German industries, particularly automobiles, 
have significant manufacturing facilities in the U.S. for 

products that are ultimately sold or distributed within the 
Americas. The U.S. remains a strong focus for German 

multinationals because of its unparalleled natural, 
human and industrial resources, specifically in terms 

of technology. Over time, these factors will continue to 
attract FDI from Germany. Although activity has slowed, 

cross-border M&A between the U.S. and Germany 
is expected to continue regardless of the political 

landscape. Top three industries: industrial machinery, auto 
components, software & IT services.*

France
The “streets are paved with gold” image of 
the U.S. is still strong in France. Although 
some large takeovers have occurred in 
recent years—Altice’s 2016 acquisition 
of Cablevision for nearly $18 billion, for 
example—French companies have also been 
very active in establishing operations directly 
in the U.S. Top three industries: textiles, 
software & IT services, consumer products.*

Netherlands
There is a longstanding and robust connection 
between the U.S. and the Netherlands, especially 
when it comes to investment, free trade and 
transparency in a global economy. Many Dutch 
companies are keen to enter the U.S. market, 
whether through a subsidiary or a merger or 
acquisition. Top 3 industries: software & IT 
services, business services, industrial machinery.*

Switzerland
Not only do Switzerland and the U.S. enjoy good 

relations dating back to the founding of the  
U.S., but Switzerland is also one of the largest foreign 

direct investors in the U.S. Moreover, the U.S. absorbs 
about one-fifth of total Swiss investment abroad and 
is therefore by far the most important destination for 
Swiss FDI. Top three industries: consumer products, 

industrial machinery, food & tobacco.* 

Spain
Spanish multinationals in the past 10–15 years 

have truly become global players and the 
U.S. has become a very important market for 

growth for these companies. They are very 
competitive bidders now for big construction and 

infrastructure projects and those opportunities 
are prevalent in the U.S. They want big projects. 

Top three industries: textiles, financial services, 
software & IT services.*

Italy
The U.S. is a major recipient of Italian FDI 

and the largest outside of the EU. The stock 
of Italian outward FDI in the U.S. has been 

on a steady upward trend, with only a brief 
pause following the financial crisis, and 

nearly tripled over the last two decades. 
The U.S. is expected to remain an attractive 

investment destination for Italian firms, given 
the large size of the market, demographics, 

human capital, natural resources, and 
industrial and technological bases. Top three 

industries: textiles, industrial machinery, 
consumer products.* 
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FDI and trade are interconnected in a variety of 
ways—institutionally, economically and legally. 
Both FDI and trade have benefited from increased 
globalization over the past several decades. Any 
reversal of global trade progress would inevitably 
impact the breadth and depth of global FDI.

Renegotiating and reassessing the terms of trade agreements 
such as the North American Free Trade Agreement (NAFTA) and 
the Trans-Pacific Partnership (TPP), the U.K.’s impending “Brexit” 
from the EU, and the installation of tariffs on a number of broadly 
traded products and resources have raised concerns over possible 
retaliatory measures by other countries.

The U.S. imposition of tariffs on steel and aluminum imports 
(Section 232) and various products of Chinese origin (Section 301) 
have shifted U.S. trade policy from pro-globalization to a more 
protectionist stance. In response, various countries have announced 
retaliatory tariffs, including China, Canada, Mexico, Turkey, India, 
Russia, and member states of the European Union. These measures 
have increased business uncertainty, particularly among international 
investors. 

Across the globe, there has been an increase in the enforcement 
of trade rules, as customs authorities scrutinize imports more 
closely. This is being felt at the highest levels of organizations, 
with manufacturing CEOs citing “the rise of territorialism” as their 
greatest risk today.10 “In the U.S., we are seeing a sharp increase in 
trade compliance enforcement as Customs and Border Protection 
moves from ‘informed compliance’ to ‘enforced compliance,’” 
according to Adam Palazzolo, Tax partner, KPMG LLP. As such, 
managing and complying with trade is more complex than ever. 
The “enforced compliance” mind-set, coupled with a global shift 
toward protectionist policies, poses new challenges for companies. 

In fact, additional tariffs on certain products and the implementation 
of seldom-used safeguard measures are creating the perfect storm 
of disruption. The pace of regulatory trade updates and enforcement 
is moving rapidly, and many companies are taking this opportunity to 
ensure they are compliant with trade regulations globally.

As a result, it is important to evaluate the impact of trade remedies on 
a company’s duty spend and options to minimize this spend from  
a global perspective. As part of this process, companies are taking a 
number of steps to ensure their businesses are structured to mitigate 
the impact of trade uncertainty including, but not limited to:

– Collecting their trade data;
–   Assessing the classification and country of origin 

of their products
– Mapping import and export activity 
– Evaluating duty savings strategies 
–  Performing comprehensive reviews of their 

supply chain and product pricing strategies.

Ultimately, protectionist trade actions could diminish global business 
confidence and market confidence, potentially leading to a dip in 
cross-border investment. The U.S. current account deficit is balanced 
by a capital account surplus, which includes FDI. Recently, the 
decline in global trade activity has been accompanied by a decrease 
in global investment. Global FDI fell by 44 percent in the first half of 
2018 compared to the first half of 2017, and analogous trends have 
been reported in the U.S. Indeed, as the United Nations writes, “A 
move toward a more restrictive and fragmented international trade 
landscape will hinder a stronger and more sustained revival in the 
global economy, given the deep and mutually reinforcing linkages 
between trade, investment and productivity growth.”11

The impact of FDI on trade

         The U.S. is one of the biggest and most important markets for Wipro, as 
measured by our clients, talent and investment. We have expanded our presence 
and capabilities through acquisitions, new offices, local hiring and investments in 
start-ups. As we help clients around the world with their business and enterprise 
transformation programs, the talent and innovations in the U.S. are significant 
force multipliers in our work. Wipro will continue to invest, build and hire in this 
indispensable market.

“

” —  Rajan Kohli 
President, Wipro Digital
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        In the U.S., 
we are seeing a 
sharp increase in 
trade compliance 
enforcement, as 
customs and border 
protection moves 
from ‘informed 
compliance’  
to ‘enforced  
compliance.’

—  Adam Palazzolo 
Tax partner  
KPMG LLP

“

”

13KPMG U.S. International Corridors© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 



As multinationals in traditional sectors such as agribusiness, real 
estate, construction, healthcare, professional services and retail 
build up their in-house digital capacities, hybrid international business 
models are expected to add a new competitive component to 
the international FDI picture. The fact that the U.S. represents 
particularly fertile ground for the ever-advancing digital revolution  
is not lost on the rest of the world. Indeed, the U.S. saw the 
greatest amount of inward cross-border digital M&A activity 
between 2013 and 2017.12

The ascending influence on the digital economy of historically nondigital firms could 
have more pronounced FDI effects than have been observed to this point. 

Rank Host country
Inward  

digital M&A
Share  

of total

1 United States $174,658 28%

2 United Kingdom 130,343 21%

3 Netherlands 36,636 6%

4 China 34,121 5%

5 Germany 28,735 5%

6 Israel 23,732 4%

7 India 18,620 3%

8 Japan 17,611 3%

9 Singapore 14,297 2%

10 France 13,970 2%

11 Finland 13,019 2%

12 Sweden 12,474 2%

13 Austria 10,486 2%

14 Canada 10,241 2%

15 Switzerland 8,626 1%

16 Italy 8,151 1%

17 Chinese Taipei 7,979 1%

18 Australia 5,623 1%

19 Hong Kong, China 5,038 1%

20 Peru 4,347 1%

Rest of the world 41,978 7%

Total $620,685 100%

Source: OECD, The Digital Economy, Multinationals and International Investment Policy, 2018

Source: OECD, The Digital Economy, Multinationals and International Investment Policy  
Dealogic M&A analytics database, 2018

Inbound M&A investments in digital assets, 
2013–2017 (US$ millions)

The acquisition of digital assets by nondigital 
firms, 2003–2017 (US$ billions)

Moving ahead, disruptive technologies will play a major role in global 
supply chain decisions, which will influence investment priorities. 
Another empirical theme in connection with the digital economy’s 
impact on cross-border investment patterns is the growing 
importance of digital infrastructure in terms of attracting FDI.

The intersection of FDI and digital
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Clearly, the digital economy is playing a central role in the evolving sophistication of global 
supply chains. The ability of countries to provide the required infrastructure for more digitally 
intensive international production networks is expected to become an increasingly important 
new determinant of the location and degree of multinational investment decisions. Again, 
the U.S. appears to be uniquely well positioned in this regard.

The digital economy is disrupting value chains and 
changing geographic footprints

Digitization enables companies to serve new consumers 
from a greater range of geographies.

Technology is upending traditional production systems and 
changing the structure of supply chains.

3D printing innovations will allow production to be sited 
nearer demand centers, potentially reducing the need to 
site production in low-cost labor markets offshore.

Digitization will shift risks from FDI regulation to  
data regulation

Restrictions on cross-border data flows, on both privacy 
protection or national security grounds, feature prominently 
on corporate policy agendas worldwide.

Such restrictions could have a deeper impact on digital-
centric businesses than closer regulation of FDI flows.

Companies will have to balance these concerns as they 
formulate long-term international investment plans.

Digital will explode across enterprises in the coming years with the U.S. leading the way

0% 10% 20% 30% 40% 50% 60% 70% 80%

Autonomous
vehicles

and drones

3D printing

Robotics and
automation

Internet
of Things

In use today Expected adoption in 1–2 years Expected adoption in 3–5 years

24%

30%

39%

49%

15%

20%
8%

37%

55%

53%

81%

79%

Source: Eurasia Group, Report: The growing politicization of FDI, July 2018.

Source: Eurasia Group, Report: The growing politicization of FDI, July 2018.

In the end, companies—particularly those in more traditional manufacturing and services 
industries—will continue to use new digital technologies to reduce their physical footprints, 
both at home and abroad. This strategy will enhance supply chain agility, but could also 
increase vulnerability to cross-border data flow restrictions.

The intersection of FDI and digital
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Geopolitical scene: 
Where the risk meets the road

        There are new players on the 
landscape, most notably China, which 
doesn’t necessarily want to supplant the 
U.S. in the global order, but rather to build 
an entirely different system under which 
the global economic path leads to their 
doorstep.

“

”—  Ian Bremmer 
Founder, Eurasia Group
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Geopolitical scene: 
Where the risk meets the road

 

The primary risks for FDI today are in the 
geopolitical system. Recognizing that reality 
and planning accordingly will help executives at 
multinational companies make decisions with 
confidence.

Sources of political instability are numerous and come from all 
corners of the world. 

Against this backdrop, potential changes in U.S. approaches to 
multilateral institutions and trade agreements, for example,  
could change the landscape in ways that are difficult to predict. 

We note the narrative offered by Ian Bremmer, founder of political 
risk consultancy Eurasia Group. Bremmer’s “G-Zero world” 
concept—a world with effectively no global leadership—is an 
instructive framework for thinking about where the world,  
the United States, and, ultimately, FDI flows could be heading in  
a macro context.

This could lead to a different way of thinking and operating.

To Bremmer, G-Zero is about the unwinding of Pax Americana, the 
post-WWII, U.S.-led global political, economic and security system. 
It is accompanied by at times strained transatlantic relations; a 
stronger and emboldened China; and Russia’s international agenda.

Understanding that distinction—as well as the fact that there are 
new, evolving destinations for FDI, most notably China, which 
doesn’t necessarily want to supplant the U.S. in the global order, but 
rather to build an entirely different system under which the global 
economic path leads to their doorstep—will go a long way toward 
navigating this new reality.
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Success drivers: Action steps 
for effective U.S. investment

Regulatory compliance and risk 
management
– Assess the organization’s approach to managing its 
   global compliance activities, including integration of 

newly acquired organizations.

–  Integrate compliance into operational processes, including 
business and support functions.

–  Formalize risk assessments to further inform compliance 
enhancements and priorities and promote a convergence strategy 
that moves toward a single methodology and taxonomy for 
company-wide risks.

–  Hold employees, contractors and third parties accountable to the 
organization’s compliance standards.

–  Review compliance training programs offered to employees and 
other stakeholders and evaluate appropriateness for respective 
roles and geographies.

–  Automate compliance activities, to support regulatory change 
management, investigations, reporting, testing and monitoring, and 
risk assessments.

Data and analytics
–  Evaluate technology infrastructure capabilities for 

regulatory change, predictive analytics, and data 
integrity and accuracy.

–  Hire, contract and/or redeploy employees with skills to advance 
risk data analytics and digital transformation including intelligent 
automation.

–  Integrate enhanced data capture and visualization tools and 
implementation of descriptive and predictive metrics, aggregating 
disparate data across the organization in an effort to assess risk 
severity.

Cybersecurity and data privacy
– Be cautious in your management of cyber security 
   and look to implement contemporary practices and 
   embed cyber security compliance practices into 

your enterprise risk and IT decisions.

–  With increased sensitivity to data privacy and data protection from 
regulations, such as the EU’s GDPR (General Data Protection 
Regulation), evaluate and, as needed, enhance your data privacy 
program.

–  If you not have the specialized technical knowledge internally to 
pursue broad digital transformation, look outside for information 
security personnel with experience in security, privacy and 
compliance issues to help facilitate the process. 

Talent management
–  Invest in recruitment and retention programs in order 

to develop an effective and loyal pipeline of talented 
individuals.

–  Evaluate risk mitigation plans in the event of top talent 
resignations.

–  Assess the design, implementation and effectiveness of the 
organization’s learning and development programs.

–  Benchmark your budget and resources devoted to talent 
management against industry standards.

–  Audit recruiting and hiring procedures and evaluate the efficiency 
of HR processes.

–  Hire employees who are comfortable working in a multinational 
environment.

 

Geopolitical volatility notwithstanding, the potential for growth coupled with the benefits of unparalleled 
technological innovation, a business-friendly regulatory environment, a skilled and ambitious workforce, 
and a commitment to intellectual property protections are attracting multinational companies across the 
globe to initiate or expand their presence in the U.S. 

To take advantage of these largely unmatched qualities, multinational corporations need a solid 
strategic blueprint around critical considerations such as:

18 KPMG U.S. International Corridors © 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 



KPMG’s U.S. International Corridors business 
works collaboratively with leaders in virtually 
every sector to navigate the challenges and 
foster cooperation across strategic interest 
areas from governance and infrastructure to 
energy and cyber security, among numerous 
others.

We assist companies with the complex challenges and 
risks of cross-border investments. We help U.S. companies 
investing globally, as well as international companies investing 
in the U.S., achieve their global revenue growth objectives.

Our global network of experienced advisers represents a 
broad ecosystem of high-performance teams, approaches and 
support ready to assist both new entrants to these markets 
and multinationals with decades of in-market presence. We 
also partner with other critical areas within KPMG—such as 
Tax, Trade & Customs and Value Chain Management—to help 
ensure all your FDI-related needs are addressed expeditiously 
and thoughtfully.

We believe it is important to ask the right questions. Even 
if all answers are not knowable at the moment, asking the 
right questions fosters a proactive and strategic approach to 
international business challenges. Let’s explore the questions 
and pursue the answers together. To learn more, visit us at 
kpmg.com/us/us-international-corridors.

How KPMG 
can help
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