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Western Europe overtakes China and North America as #1 investment destination with FDI projects at record high
· US$305b invested into the region, 36% year-on-year increase 

· UK, Germany and France remain the preferred destinations for foreign direct investment (FDI) within Europe, whileTurkey enters the Top 10

· More than half (59%) of  investors into the region believe Europe’s attractiveness will improve in the next three years

FDI into Europe hits a new record with US$305b attracted into the region in 2014, translating to a 36% year-on-year growth, despite global growth slowdown. Last year alone, 43 European countries – including Russia and Turkey– drew 4,341 projects reachinga10% growth over 2013and created 185,583 jobs (+12%). 
According to 808decision-makers polled for EY’s13thEuropean attractiveness survey,launched today, Western Europe attracted 50% of investments worldwide in 2014, up from 45% last year, overtaking China as the most attractive investment destination, which saw a 6% decline in projects to 38%. An increase in North American investment, up from 31% to 39%, placed it in second place and saw China pushed down to third place.
Marc Lhermitte, EY’s Head of International Location Advisory Services and author of the report says:
“The improvement in Europe’s relative attractiveness stems not just from economic stabilization and recovery in Europe, but also from the greater uncertainty about the emerging markets and their ability to continue delivering the growth rates achieved over the past decade. Lower energy prices, a weaker euro and quantitative easing have all added impetus to Europe’s investment appeal and resulted in almost 200 thousand new jobs created across the continent which is a very encouraging figure as employment is one of the key drivers of economic growth.”
Country and city ranking: Who is winning the European attractiveness race?

More than half (52%) of FDI projects and 30% of jobs created by investments into Europe were captured by the top three destinations: the UK, Germany and France.

The UK is still the number one destination in terms of FDI projects and jobs. Turkey is a new entrant into the top 10 countries by FDI projects at the ninth position, replacing Finland. The remainingpositions are taken by Spain, Belgium, Netherlands, Poland, Russia and Ireland.

The capability to restore economic growth, competitive edge, the ability to nurture new-age companies and commercialize ideas for changing the lives of millions are a few reasons why European cities attract FDI, with London at the number one position, followed by Paris and Berlin. The top 10 includes three in Germany – Berlin, Frankfurt and Munich – as well as two cities in Spain – Barcelona and Madrid.
Central and Eastern Europe, Russia and Turkey account for more than half (52%) of Europe’s total jobs created by FDI – at 96,087 jobs – outpacing Western Europe. Slovakia is a new entrant into the top 10 countries by FDI jobs creation at the ninth position, replacing Serbia. The top 10 also include the UK, Russia, Poland, France, Germany, Romania, Spain, Turkey and Ireland.
Key sectors for FDI in Europe
An economic recovery, a depreciating euro and falling energyprices have all helped revive the appeal of manufacturing inEurope. Taken together, they underpin a 20% surge in FDImanufacturing projects and jobs. Logistics operations, also bluecollar, rose 27%, driven by this industrial resurgence and a boomin e-commerce.
Services had a mixed year: software projects (27% increase), financial intermediation (37% increase) and back-office operations (15%increase) all grow strongly while business services (24% decrease) and research and development (1% decrease) slide.
The biggest investors

Although, European companies account for half (51%) of FDI projects into Europe itself and US multinationals a full quarter (25%),Chinese companies passed Japanese companies to become the fifth-largestFDI investors into Europe in 2014. With 210 projects, up by almost40% from a year ago, Chinese investment intoEurope shows the effect of the Chinese Government promoting outward investment as ameans to acquire technology, brands and resources overseas toboost domestic high-value manufacturing and services.
A bumpy road ahead?
The survey reveals 59% of investors are confident about Europe’s prospects in the upcoming three years, butonly 32% of executives have plans to establish or expand operations in Europe over the next year, while 64% do not have any plans.

Investors suggest that to make the best of Europe’s economic resurgenceand further improve the investment climate, policy-makers should continue to remove impediments to business efficiency – such as excess bureaucracy and slow growth, which arestill seen as major obstacles.
Foreign investors see bureaucracy (20%) and slow economic growth (17%) as the biggest flaws in Europe’s attractiveness, overshadowing the geopolitical uncertainty at Europe’s frontiers (11%) and big deficits (11%). European countries need to further enhance labor market flexibility, simplify regulations and foster business-friendly environments.
Lhermitte says: “Current debates across Europe are likely to influence the region’s attractiveness for investors. Any potential change in the UK’s relationship with the EU and key events – elections and reforms –in major European economies could affect the attractiveness rankings going forward. In particular, those countries –France, Spain, Italyand more – that have the potential to raise their investment appeal could contribute to an even more interesting Europe in the next couple of years.”

Pascal Macioce, EY’s EMEIA Deputy Managing Partner, says:“A stable business environment, research and innovation capacity and its market are Europe’s top investment attractions. Investors believe the digital, health care and energy transformations will drive Europe’s renaissance, once again becoming the most desired investment destination.”
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Top 10 countries by FDI projects Top 10 countries by FDI jobs creation
2013 2014  Change % 2013 2014  Change %
UK 799 887 11% UK 27,953 31,198 12%
Germany 701 763 9% ‘=== Russia 13,621 18,248 34%
France 515 608 18% 'mmm Poland 13,862 15,485 12%
Spain 221 232 5% B0 France 14,122 12,577 -11%
Belgium 175 198 13% 'E== Germany 10,350 11,327 9%
"T= Netherlands 161 149 % Romania 6,157 10,892 7%
'mmm Poland 107 132 23% o= Spain 11,138 9,750  -12%
'mmm Russia 114 125 10% T Turkey 8,696 8,175 -6%
A Turkey 98 109 11% "sgm  Slovakia 3,493 7978  128%
‘B0 reland 111 106 -5% 'R B reland 6,895 7,306 6%
Other 955 1,032 8% Other 49,996 52,647 5%
Total 3,957 4,341 10% Total 166,283 185,583 12%

Source: EY's Global Investment Monitor, 2015.




-Ends-
About EY
EY is a global leader in assurance, tax, transaction and advisory services. The insights and quality services we deliver help build trust and confidence in the capital markets and in economies the world over. We develop outstanding leaders who team to deliver on our promises to all of our stakeholders. In so doing, we play a critical role in building a better working world for our people, for our clients and for our communities.
EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a UK company limited by guarantee, does not provide services to clients. For more information about our organization, please visit ey.com.
This news release has been issued by EYGM Limited, a member of the global EY organization that also does notprovide any services to clients.
About the EY’sEuropean attractiveness survey
EY’s attractiveness survey analyses the attractiveness of a particular region orcountry as an investment destination, and is designed to help businesses make investment decisionsand governments remove barriers to growth. A two-step methodology analyses both the reality and perception ofFDI in the country or region. 
Findings are based on theviews of representative panels of international and localopinion leaders and decision-makers: Financial directors (48%), marketing and commercial directors (16%), managing directors, senior vice president or COO (9%), , director of investments (7%), executive manager (6%), director of development (5%), chairman, president or CEO (3%), director of strategy (3%), communication manager (2%), human resources director (1%), international business manager and export manager (1%).
We define the attractiveness of a location as acombination of image, investors’ confidence and the perception of a country or region’s ability to provide themost competitive benefits for FDI. The field researchwas conducted by the CSA Institute in January andFebruary 2015, via telephone interviews, based ona representative panel of 808 international decision-makers.
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