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FINANCIAL FLOWS

Capital flows to Developing Countries

» In 2007, net private capital flows to
developing countries totaled US$1.03
trillion, a 40% increase from 2006 establishing
arecord high.

» Equity flows, representing the bulk of capital
flows, reached US$615.9 billion in 2007. Of this
amount, foreign direct investment (FDI)
accounted for US$470.8 billion and portfolio
equity US$145.1 billion.”

» FDI to developing countries represented
approximately one-third of global FDI flows of
US$1.54 trillion in 2007.°
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Figure 19: Net capital flows to developing
countries, 1990-2006

» Notably private capital flows dwarf
development assistance, but the poorest 51
countries were recipients of only 8% of total
capital flows.*

Where does the Capital Flow?
» For 2007, FDI allocations for host developing
economies were the following:
Developing Economies: 29%
Asia and Oceania: 18%
Latin America & the Caribbean: 8.2%
Africa: 2.3%°
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In Africa, FDI totaled US$35.6 billion in 2007.
FDI allocations for the major host economies
were the following:

Egypt: 10.2%
Morocco: 5.2%
South Africa: 5%
Sudan: 2.2%
Tunisia: 1%°

Remittances

Global remittance transfers more than doubled
over the past decade, rising from US$102
billion in 1995 to US$262 billion in 2005. It is
estimated that this figure reached US$318
billion in 2007.”

Unrecorded remittance transfers through
informal channels are conservatively
estimated to amount to at least 50% of the
recorded flows.?

Aid and debt relief

In 2007, OECD countries provided USD 103.7
billion in development aid, down by 8.4% from
2006. This drop was expected due to the end of
exceptionally high levels of debt relief in 2005/06
(notably for Iraq and Nigeria).9

Regional shares of total net ODA (estimates):
Africlzél 40%, Asia 30%, Americas 10%, Oceania
5%.

The top 10 ODA recipients in 2006 were (in
decreasing order) Iraqg, Nigeria, Afghanistan,
India, Ethiopia, Vietnam, Sudan, Congo, China
and India."*

Bilateral aid to sub-Saharan Africa, excluding
debt relief, increased by 10% in real terms. This
represents an improvement donors still face a
real challenge to meet the Gleneagles G-8
summit projection to double aid to Africa by
2010."

Total ODA is projected to grow to US$130 billion
by 2010."

In terms of net ODA, the largest donors in 2007,
by volume, were the United States, followed by
Germankl, France, the United Kingdom and
Japan. !



e The United Nations 0.7% target of GNI was met

or exceeded by Denmark, Luxembourg, the
Netherlands, Norway and Sweden.*
Thirty-three countries receive debt relief
through either the Debt Relief Initiative for
Heavily Indebted Poor Countries (HIPC),
created in 1996, or the Multilateral Debt Relief
Initiative (MDRYI), created in 2006."°

For some countries the present value of debt as
a percentage of GNI is higher than 100%.""

Access to finance

In Bangladesh, almost half of the poor who
received credit rose above the poverty line. In
contrast, only 4% of those without credit did.™®
Globally, only 1 billion of the world’s 1population
are believed to have bank accounts.™
According to the World Bank, only about one in
six of potentially 3 billion people who could use
formal financial services are currently being
reached.”

For the microfinance industry, a major
challenge today is to scale up services in order
to reach the large number of potential clients
who currently lack access to financial
services.”
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