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  Foreign direct investment, FDI, in Denmark often passes  
through the Netherlands and Luxembourg as transit countries.  
If the statistics are compiled by the country that ultimately  
controls the investments, the USA is the largest investor 
country. The USA ultimately accounts for almost 30 per cent 
of FDI in Denmark, which totalled kr. 700 billion in 2018. 

	 	Danish	firms	invest	mainly	in	EU	member	states.	FDI	by	Danish	 
firms	amounts	to	kr.	1,245	billion,	64	per	cent	of	which	is	
in vested in EU member states. Sweden is the largest target 
country for investments, followed by the UK and Germany. 

	 	Denmark’s	outward	FDI	exceeds	inward	FDI.	This	reflects	 
Denmark’s large current account surplus, among other factors. 
Denmark earns more from outward FDI than foreign investors 
earn from FDI in Denmark. 
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Foreign direct investment  
in Denmark

Nearly half of all FDI in Denmark passes through 
transit countries before reaching Denmark. At the 
end of 2018, inward FDI in Denmark totalled kr. 700 
billion,	of	which	kr.	336	billion	had	been	invested	via	
companies in one or more transit countries, cf. Chart 
1. See Box 1 for a more detailed description of FDI. 

The fact that a large share of inward FDI in Denmark 
passes through other countries points to consider-
able complexity in the international organisation and 
structures	of	the	firms	in	question.	This	complexity	
makes	it	difficult	to	pinpoint	the	actual	global	loca-
tion where the economic activity takes place.  

New compilation shows ultimate investor country 
Danmarks Nationalbank collects information about 
the ultimate investor country for inward FDI in Den-
mark. This compilation makes it possible to identify 
the countries that ultimately control the investments, 
see Box 1. The compilation is in accordance with 
the recommendations of the International Monetary 
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Note: The chart shows total inward FDI in Denmark. The dark 
blue areas indicate that the immediate counterparty 
country is also the ultimate investor country. The light 
blue areas indicate that the immediate counterparty 
country is different from the ultimate investor country, 
i.e. the investments pass through transit countries.  
The directional approach has been applied, and Danish 
pass-through holding companies have been eliminated.

Source: Danmarks Nationalbank.

What is foreign direct investment? Box 1

Foreign direct investment, FDI, is investment in foreign 

firms	or	branches	in	which	the	investor	holds	at	least	10	

per	cent	of	the	equity	or	voting	rights.	

FDI typically has a long investment horizon and is often 

assumed to have been made with a view to establishing a 

long-term	financial	relationship	between	the	investor	and	

the	firm.	The	investment	can	be	an	indicator	of	economic	

integration and of how open an economy is. For example, 

FDI can stimulate local real economic activity by boosting 

production and employment in the target country. The 

purpose of the investment could be to create added  

value through active ownership if, say, the investor has 

the	expertise	to	develop	the	firm.	The	investment	can	

also	be	made	with	a	view	to	acquiring	and	gaining	access	

to e.g. distribution networks and customer bases or  

intellectual skills or patents.

From immediate counterparty country  
to ultimate investor country 
Inward FDI in Denmark is compiled by immediate coun-

terparty	country,	i.e.	the	first	country	the	investment	

comes from.

If,	say,	a	US	firm	invests	in	Denmark	via	a	holding	com-

pany in Luxembourg, the FDI statistics by immediate 

counterparty country will show the investment as FDI 

from Luxembourg, not from the USA. 

Danmarks Nationalbank collects information about the 

ultimate investor country for inward FDI in Denmark.  

On the basis of this information, it is possible to compile 

statistics showing the countries that control the invest-

ments. The compilation by ultimate investor country 

provides a more accurate picture of the investors that 

ultimately bear the risk and reap the returns on invest-

ments in Denmark.
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Fund, IMF.1 So far, inward FDI in Denmark has been 
compiled by immediate counterparty country, i.e.  
the country from which the investment is transferred 
to Denmark. 

If,	say,	a	US	firm	invests	in	Denmark	via	a	holding	
company in Luxembourg, it is now possible to look 
beyond the immediate counterparty country and 
identify the USA as the ultimate investor country. The 
compilation by ultimate investor country provides a 
more accurate picture of the investors that ultimately 
bear the risk and reap the returns on the investments. 

Investments are often controlled from the USA
The new compilation shows that FDI in Denmark 
from the USA is many times higher when stated by 
ultimate investor country than when stated by imme-
diate counterparty country, see Chart 2. Ultimately, 
the USA is by far the largest investor in Denmark. 
Hence, the compilation shows that the lion’s share 
of US investment in Denmark passes through other 
countries before reaching Denmark.  

1 See International Monetary Fund, Balance of Payments Manual,  
6th	edition,	2010.

Inward FDI in Denmark often  
passes through the Netherlands  
and Luxembourg, but ultimately  
the USA is a large-scale investor

Chart 2
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Note: The chart shows inward FDI in Denmark in 2018, com-
piled by immediate counterparty country and ultimate 
investor country, respectively. The directional approach 
has been applied, and Danish pass-through holding 
companies have been eliminated.

Source: Danmarks Nationalbank.

FDI in Denmark passes  
through Luxembourg and  
the Netherlands

Chart 3

Note: The chart shows inward FDI from the Netherlands and 
Luxembourg broken down by ultimate investor country. 
The directional approach has been applied, and Danish 
pass-through holding companies have been eliminated.

Source: Danmarks Nationalbank.

If the statistics are compiled by ultimate investor  
country, the USA accounts for almost 30 per cent  
of FDI in Denmark.

The Netherlands and Luxembourg are transit countries
Luxembourg and the Netherlands carry considerable 
weight in the compilation of FDI in Denmark by im-
mediate counterparty country, but shrink consider-
ably when FDI is compiled by ultimate investor coun-
try. This means that a large share of FDI in Denmark 
is made via pass-through companies in Luxembourg 
and the Netherlands.  

At the end of 2018, Luxembourg had investments 
totalling	kr.	64	billion	in	Denmark	when	the	statistics	
are compiled by immediate counterparty country, 
but virtually none of the investments were controlled 
from Luxembourg. Nearly half of them had ultimately 
been made by US investors, see Chart 3. A similar 
pattern is seen for the Netherlands. Of the total 
Dutch investments of kr. 109 billion, only kr. 17 billion 
had ultimately been made by Dutch investors, while 
US	investors	ultimately	accounted	for	kr.	55	billion.
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”Round-trip” investments
The compilation by ultimate investor country also 
shows that part of the FDI in Denmark is ultimate-
ly controlled by investors in Denmark – so-called 
”round-trip” investments, see Chart 2. Such invest-
ments	reflect	a	situation	where	capital	is	invested	
abroad	by	a	Danish	firm	but	repatriated	as	a	direct	
investment via a foreign company controlled by a 
Danish investor. There may be many reasons for 
this set-up; one of them could be that the investor 
achieves	more	favourable	financing	conditions	by	
channelling investments via a foreign company.2

An international pattern
In an international context, Luxembourg and the 
Netherlands are also major FDI transit countries. This 
can be seen from an OECD compilation, see Chart 4. 
FDI by countries such as the USA, the UK, Germany, 
Japan, Canada and France increases considerably 
when compiled by ultimate investor country rather 
than immediate counterparty country. Conversely, 
countries such as the Netherlands, Switzerland and 
Luxembourg are considerably smaller in this com-
pilation,	reflecting	that	they	play	a	particular	role	 
as transit countries for FDI by other countries.3   

In many cases, investments in transit countries are 
intra-group investments. For example, investments 
can be made via holding companies that re-invest 
the funds abroad without having any major real 
economic activity (pass-through investments). Such 
holding companies may be established to e.g. man-
age intra-group funding or intangible assets such 
as patents. One of the purposes of the intra-group 
transactions could be tax optimisation. Pass-through 
investments account for nearly 40 per cent of aggre-
gate global FDI, and almost half of these investments 
pass through the Netherlands or Luxembourg. If 
Hong Kong, the Virgin Islands, Bermuda, Singapore, 
the Cayman Islands, Switzerland, Ireland and Mau-
ritius are included, these 10 countries account for 
more	than	85	per	cent	of	pass-through	investments.4  

2  See OECD (2018),  FDI in Figures,  April 2018.

3  When FDI is compiled by the ultimate investor country, Ireland’s share 
increases. This is because a number of large US groups are based in 
Ireland,	and	these	headquarters	are	classified	as	Irish	residents.	Conse-
quently,	a	number	of	subsidiaries	in	the	USA	with	substantial	FDI	have	
Ireland	as	their	ultimate	investor	country,	see	Central	Statistics	Office,	
Explaining Ireland’s FDI Asymmetry with the United States, 2018.

4 See Jannick Damgaard, Niels Johannesen and Thomas Elkjaer, Piercing 
the veil, Finance & Development,	Vol.	51,	No.	2,	June	2018,	and	Jannick	
Damgaard, Niels Johannesen and Thomas Elkjaer, The Rise of Phantom 
Investments, Finance & Development,	Vol.	56,	No.	3,	September	2019.

Inward FDI in the OECD countries 
often passes through the Netherlands 
and Luxembourg, but ultimately  
the USA is a large-scale investor

Chart 4
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Note: The chart shows the largest ultimate investor countries 
and the largest investor countries by immediate counter-
party, respectively, as a share of aggregate inward FDI 
in Austria, Brazil, the Czech Republic, Estonia, France, 
Germany, Hungary, Iceland, Italy, Lithuania, Poland,  
Switzerland, Turkey and the USA. The directional approach 
has been applied, and pass-through investments have 
been eliminated.

Source: OECD (link).

http://www.oecd.org/investment/investment-policy/FDI-in-Figures-April-2018.pdf
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Danish outward FDI, 2018 Chart	5

Note: Compiled by immediate counterparty country. The directional approach has been applied, and Danish pass-through holding companies 
have been eliminated. The light grey areas are countries for which data is collected but not published. 

Source: Danmarks Nationalbank.

Danish outward FDI 

The value of Danish outward FDI decreased by  
kr.	7	billion,	to	kr.	1,245	billion,	in	2018.	The	invest-
ments are concentrated on a relatively small number 
of countries, of which the largest 10 account for a 
total	of	76	per	cent	of	the	investment	volume.

In general, there is considerable overlap between the 
countries investing in Denmark and those that Denmark 
invests in. The investments mainly go to/come from 
large countries or countries that are geographically 
close to Denmark. These countries are also among  
Denmark’s major trading partners. The EU member 
states	account	for	64	per	cent	of	Danish	outward	FDI.

The primary targets of Danish outward FDI are the 
other EU member states, Norway, Switzerland and the 
USA,	see	Chart	5.	Sweden	is	the	largest	investment	tar-
get, followed by the UK, Germany and the Netherlands. 

Outward FDI has been characterised by a relatively 
stable country breakdown over time. This is because 
FDI	reflects	long-term	economic	relations.	

Where do Danish investments end up?
FDI is compiled by immediate counterparty country, 
i.e.	the	first	country	invested	in.	This	is	not	necessarily	
the	final	destination,	and	other	countries	may	function	
as transit countries, see Box 2.

For example, Carlsberg’s investments in Russia have 
been made via subsidiaries in Sweden. Hence, these 
investments are included in the statistics as invest-
ments in a Swedish holding company, not as invest-
ments in a Russian brewery.

The ultimate host country 
A preliminary compilation shows Danish outward 
FDI by ultimate host country, i.e. the last country to 
receive the investments from Denmark, see Box 2. 
The compilation shows that a number of emerging 
market and developing economies, such as China 
and Mexico, are ultimate host countries, see Chart 
6.	At	the	same	time,	it	is	seen	that	a	few	countries	–	
notably the Netherlands, Norway and Switzerland 
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Preliminary compilation of 
ultimate host country

Box 2

Danish outward FDI is compiled by immediate counter-

party	country,	i.e.	the	first	country	receiving	the	invest-

ment from Denmark. However, this is not necessarily  

the	final	destination.	

If,	say,	a	Danish	firm	invests	in	China	via	a	holding	 

company in Hong Kong, this will be shown as FDI in 

Hong Kong, not in China.  

At the initiative of Eurostat, Danmarks Nationalbank has 

conducted	a	pilot	study	of	24	selected	Danish	firms	with	

a view to mapping the countries that are the ultimate 

targets of Danish outward FDI. The ultimate host country 

has	been	found	by	breaking	down	the	firm’s	investments	

in	its	first	foreign	subsidiary.	In	this	compilation,	the	

investments shown in the above example are shown as 

Danish investment in Hong Kong in the FDI statistics by 

immediate counterparty country, but as investment in 

China in the breakdown by ultimate host country. 

DENMARK HONG KONG

IMMEDIATE
COUNTERPARTY

COUNTRY

OUTWARD
FDI

ULTIMATE
HOST

COUNTRY

CHINA

– are considerably less important as ultimate host 
countries than as immediate counterparty countries. 
These countries are to some extent transit countries 
for	Danish	outward	FDI.	And	finally,	the	compila-
tion also shows that Danish outward FDI is to some 
extent repatriated, as described in the section on 
”round-trip” investments above.

Large current account surpluses  
and returns on FDI

For Denmark, the value of outward FDI exceeds 
the value of inward FDI. In other words, Denmark’s 
net FDI is positive. The gap between outward and 
inward FDI increased further in 2018 and should 
be viewed in the light of the large Danish current 
account surpluses in recent years. 

A similar pattern is seen for comparable countries. 
Countries that have posted current account surpluses 
for a number of years, e.g. Germany, the Nether-
lands and Luxembourg, have also built up large net 
FDI stocks, see Chart 7. Conversely, it is seen that in 
countries	with	current	account	deficits,	such	as	the	
USA, the UK and New Zealand, inward FDI exceeds 
outward FDI.

Compilation by ultimate host  
country shows higher Danish  
investment in emerging market  
and developing economies

Chart	6
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Note:	 For	confidentiality	reasons,	the	amounts	are	stated	as	
percentages	of	aggregate	outward	FDI	for	the	24	firms	in	
the sample.

Source: Danmarks Nationalbank.
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Larger returns on FDI
The	return	on	Danish	equity	investments	abroad	
has	been	stable	at	7.5	per	cent	in	recent	years,	see	
Chart	8.	The	return	on	foreign	equity	investments	
in Denmark was lower in 2018 than in the previous 
years.	In	2018,	it	was	5.6	per	cent,	down	from	6.4	per	
cent in 2017. Viewed over a longer period from the 
mid-2000s, the returns on Danish outward FDI and 
inward FDI in Denmark have declined somewhat.

The return on Danish outward FDI exceeds the 
return on inward FDI in Denmark. This is attributable 
to Danish pharmaceutical companies’ high earnings 
on patents in foreign subsidiaries. If the pharma-
ceutical industry is eliminated, the spread between 
the returns on outward and inward FDI is consider-
ably smaller.

Close correlation between FDI  
and the current account

Chart 7
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between net FDI and development in the current account 
of the balance of payments.

Source: OECD and own calculations.

Higher returns on outward FDI Chart 8
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Source: Danmarks Nationalbank.

Revision note

In accordance with Danmarks Nationalbank’s revi-
sion policy, we have carried out an ordinary revision 
of data for 2017 in connection with this publication.

For 2017, outward FDI, exclusive of pass-through 
investments, has been adjusted downwards by  
kr. 11 billion, while inward FDI has been adjusted 
downwards by kr. 9 billion.

Click here for further information (link).

http://www.nationalbanken.dk/en/statistics/find_statistics/Pages/2018/Foreign-direct-investments-Stocks-Background-20191014.aspx
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