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Synopsis

This article reports an empirical study on the trend movement of net foreign direct investment (FDI) in Hong Kong, the United States, Singapore, China, and Vietnam with a hope to explore investment opportunities for the company to expand its global business. As FDI acts as an engine of a country’s economic growth, this report delves into the net inflow of FDI in these countries. Based on the FDI data released by the World Bank and using simple descriptive statistical methods, research results suggest that Vietnam is the best place to expand global investment opportunities among these countries
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1   Introduction

This article reports an empirical study on the trend movement of net FDI inflows (hereafter called “FDI” in this report unless it is specified) in Hong Kong, the United States, Singapore, China, and Vietnam with a hope to explore investment opportunities for the company to expand its global business and risk diversification.

In the past two decades, as a well-established global investment fund company based in Hong Kong, except we invested a lot in Hong Kong, our company also pinpointed the potential of China’s economic growth and has focused on making investment in China market as well. Even though we have achieved remarkable success in our investments, in the past five years, we have been facing various business challenges caused by the COVID pandemic, political instability in Hong Kong (U.S. Department of State, 2023), and geopolitical tensions (Grady, 2023) between the United States and China which have influenced us in business growth, profit margin and decision-making processes.

It can be proved that many international companies and investments have already begun tricking out of Hong Kong (Yu, 2023) and China (Kawate, 2023). In order to maintain or even enhance our competitiveness and business growth as well as to implement risk diversification, the aim of this study is to identify the potential market(s) and revamp the investment strategies. By analyzing the trend movements of FDI over the years among these five selected countries, we are able to provide up-to-date insights and in-depth analyses of market potential and investment opportunities.

The reasons for choosing FDI as the analysis tool and the rationale of selecting those countries for comparisons are further explained in the section of Research Background. In the section of Analysis and Discussion, firstly, it shows a straightforward statistical analysis and graphical presentation illustrating the trend movement of FDI across the chosen countries, and then the well-supported arguments, opinions, and findings are provided. Lastly, the Conclusion and Recommendations section synthesizes the research findings and recommends investment strategies.
 


2   Research Background

This section aims to shed light on the rationale behind the selection of FDI as the focal point of analysis, as well as the choice of those three specific countries, the United States, Singapore, and Vietnam for comparison with our existing invested countries, Hong Kong, and China. FDI plays a crucial role in today's globalized economy, serving as a catalyst for economic growth, technology transfer, job creation and overall development (Motilal Oswal, 2024). By examining the FDI performances and change patterns of different countries, we can gain valuable insights into their attractiveness as investment destinations and the factors that contribute to their success. To fathom out the other market(s) which is/are worth investment after Hong Kong and China is the main purpose of this research. The countries selected have to represent diverse regions and economies with noteworthy FDI and distinct characteristics, making them ideal candidates for a comprehensive analysis. 

2.1		Selection of Countries
In past two decades, our company’s investment has focused on Hong Kong and China markets. Due to the main challenges mentioned in the introduction paragraph we are facing; we need to find out the other potential market(s) for risk diversification or even investment’s replacement. It is widely known that Singapore is Hong Kong’s major competitor, and both are always in the battle to be Asia’s best and top financial centre (Woo, 2023). Hence, Singapore is selected to compare with Hong Kong. On the other hand, whether Vietnam can be the next China or even whether Vietnam can replace China is the red-hot topic in the recent years (Le, 2023). Vietnam is considered in this research thus. Lastly, as the United States is the world largest economy in terms of many financial indicators such as GDP and its FDI inflows and outflows are substantial and have a significant impact on the global economy. In other words, the United States plays a dominant role in the global economy and has strong influence on the international trade and investment flows. Hence, the United States is selected to provide the benchmark for understanding the scale and significance of FDI activities of other four countries.



2.2		Data Definition and Sources
Defined by the World Bank, FDI refers to:
Foreign direct investment refers to direct investment equity flows in the reporting economy. It is the sum of equity capital, reinvestment of earnings, and other capital. Direct investment is a category of cross-border investment associated with a resident in one economy having control or a significant degree of influence on the management of an enterprise that is resident in another economy. Ownership of 10 percent or more of the ordinary shares of voting stock is the criterion for determining the existence of a direct investment relationship. Data are in current U.S. dollars (The World Bank, 2024).
FDI also implies a direct and long-term investment in a foreign country with the objective of establishing a long-lasting interest and profit (Hayes, 2023). By analyzing FDI data, the result can tell the investors the investment attractiveness, market potential, sectoral preferences, policy and regulatory environment, source of investment, economic integration, competitiveness assessment as well as investors’ confidence and risk perception. Those are critical factors for us, as the global investment fund company, to revamp the company’s investment strategies and it is the main reason for choosing FDI in this research. 

In this research, 23 years (2000 to 2022) of FDI data of the Hong Kong, China, United States, Singapore, and Vietnam was drawn from the website of “The World Bank” (2024). In the page of Metadata Glossary of The World Bank’s website, the full indicator name of FDI used in this search is “Foreign direct investment, net inflows (BoP, current US$)” and its evaluation methodology is clearly stated as:
Data on equity flows are based on balance of payments data reported by the International Monetary Fund (IMF). Foreign direct investment (FDI) data are supplemented by the World Bank staff estimates using data from the United Nations Conference on Trade and Development (UNCTAD) and official national sources. The internationally accepted definition of FDI (from the sixth edition of the IMF's Balance of Payments Manual [2009]), includes the following components: equity investment, including investment associated with equity that gives rise to control or influence; investment in indirectly influenced or controlled enterprises; investment in fellow enterprises; debt (except selected debt); and reverse investment (The World Bank, 2024).
The aggregation method is the sum to get the total net inflows of the full calendar year. Hence, the trend comparisons will also be worked out on yearly basis.

Net FDI inflows refer to the difference between total inward FDI and total outward FDI. It represents the net amount of FDI that flows into a country after accounting for any FDI that flows out of the country. Net FDI inflows is used in this research instead of total FDI because it has some key characteristics such as measuring the overall FDI’s effect on the country’s capital account, acting as an indicator of foreign investors’ confidence, assessing the contribution to economic growth, impacting on Balance of Payments (i.e. surplus can help finance current deficits or increase foreign reserves), increasing vulnerability to external stocks and measuring the effectiveness of country’s investment promotion strategies and policies (Loungani & Razin, 2001).

[bookmark: _Hlk155988336]2.3		Current Performance of FDI in the Selected Countries
Before going in depth in the analysis of the dataset drawn from The World Bank, here are the summaries of current performance of FDI in the select countries:

a. Hong Kong
Hong Kong has been a major recipient of FDI because of its strategic position, which is the gateway to the China market, simple tax system, efficient financial and banking system and business-friendly environment (Lloyds Bank, 2023). These factors have attracted significant foreign investments, particularly from mainland China. However, the dramatic change if political landscape since 2019 has brought a lot of concerns and uncertainties of Hong Kong’s investment environment (GOV.UK, 2023). The decline in FDI in 2022 might be the signal, however, some forecasting reports on 2023’s final figure, 2024’s and 2025’s still have slight positive growth (Trading Economics, 2024).

b. The United States
Referring to 2001 in which September 11 Attacks happened, the FDI inflows of FDI has more than doubled until 2022 and its FDI has been the largest among all countries for many years (Statista, 2023). The factors make the United States be so strong in FDI include but limited to its large consumer market, technological advancements, tax and regulatory reform and stable investment environment (Gray, 2019). Even though the report says that there is a slight 3% drop in 2023’s FDI in the United States (UNCTAD, 2024), compared with the geopolitical unrests in other countries such as Russia-Ukraine and China-Taiwan, FDI in the United States is still stable and even is expected to have a moderate growth in 2024 (Dettoni, 2024).

c. Singapore
Singapore maintains an open and highly trade-oriented economy, playing a crucial role in the global supply chain. Investors consistently acknowledge the appeal of its investment climate, citing factors such as transparency, business-friendly regulations, a favorable tax system, efficient customs procedures, strong intellectual property protection and well-developed infrastructure (Lloyds Bank, 2024). 2021 was a bumper year in Singapore’s FDI while there was also steady growth in 2022. As Singapore Government is heavily investing in high technology which helps to attract foreign investments in this area and hence its FDI’s outlook remains positive (International Trade Administration, 2024).

d. China
As the world's second-largest economy, China has been a prominent destination for FDI. Its economic growth, large consumer market and manufacturing capabilities have attracted substantial investments from multinational corporations. China has also implemented policies to attract FDI and has been successful in attracting significant inflows (Liu, 2023). However, the drops in FDI in 2022 and in the third quarter of 2023 has been interpreted as a signal that investors are withdrawing their money from China. One of the reasons is Russia’s invasion of Ukraine is escalating tensions surrounding Taiwan (Lo, 2023).

e. Vietnam
Vietnam has emerged as an attractive destination for FDI in recent years. Its stable political system location, young and skilled workforce, improving business environment and government initiatives to attract foreign investment have made it a popular choice for investors (Rubik Top, 2023). Hence, Vietnam has experienced significant growth in 2022’s FDI and in the first ten months in 2023 (Dojan, 2023). As the Vietnam Government introduced a new strategy for foreign investment cooperation in 2022 for the following eight years, it is expected that FDI will continue having the growth in coming years (ARC Group, 2023).

2.4 		Dataset
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Table 1 reveals that the FDI of the United States was the highest in most of all of years. However, after 2010, China’s FDI of some respective years was very close to and even higher than that of the United States and in 2020, China’s FDI was higher than that of the United States by close to 83%. However, China is still classified as an emerging country. 

Among these five countries, from the highest averages FDI to the smallest average FDI, the order was the United States, China, Hong Kong, Singapore and the last one, Vietnam. However, when comparing 2022’s FDI with 2000’s FDI of these countries respectively, the order of receiving from the highest growth rate was Vietnam (1279%), Singapore (808%), China (328%), Hong Kong (72%) and the United States (11%). The next section will also delve into whether the country with the smallest FDI, Vietnam, is the highest potential or whether its growth in FDI in the past 23 years indicators that market has been saturated.



3	Analysis and Discussion

In this section, FDI is analyzed from both global trend and local trend movement perspectives to provide comprehension of the broader economic landscape and specific country-level dynamics respectively. It is because the global trend movement focuses on the overall patterns and shifts in FDI flows on a global scale, considering factors and influences at the macro-level while the local trend movement examines FDI flows within a country, considering country-specific factors, policies, and dynamics. Both perspectives provide valuable insights for policymakers, businesses, and investors in understanding the complexities and opportunities associated with FDI (Sethi et al, 2003).

The following analysis from both global trend and local trend movement perspectives presents a simple statistical examination and graphical representation of the trend movement of FDI in five selected countries: Hong Kong, the United States, Singapore, China, and Vietnam. The aim is to provide an overview of FDI trends in those countries over 23 years (2000 – 2022) and evaluate their significances. By examining the FDI behaviors, identifying key sectors attracting FDI and considering the factors contributing to the countries' FDI attractiveness in a structured manner with argumentations by applying economic theories, insights into the patterns and dynamics of FDI in each country are gained and then the conclusion of new investment proposal is reached with the progression of the findings and interpretations.
[bookmark: _Hlk156036807][bookmark: _Hlk156035799]
From 2000 to 2022, during these 23 years, all selected countries had growth in FDI. Growth in net FDI inflow meant that the positive growth in inflow of foreign investment capital. It also implied that the business activities including but not limited to greenfield investment, mergers and acquisitions, joint ventures, business expansions out of the domestic country and acquiring a foreign company’s voting stock/shares (Corporate Finance Institute, 2024) in those countries have increased. Through the increment in business activities in the past 23 years, those countries were enjoying the economic stimulation, human capital development, technology transfer and knowledge spillovers, export promotion, increased capital inflows, job creation, improved infrastructure, increased tax Revenue, enhanced global integration as well as competitive market creation (Calimanu, 2021).


3.1	Pattern of the Global Trend Movement 
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Description automatically generated]Generally, over the past 23 years (2000 – 2022), the global FDI also experienced various trends and patterns. From 2000 to 2022, the FDI over the world including those selected countries significantly declined by a number of important international or economic events which included September 11 Attacks (2001), global financial crisis (2008), Mini-Recession in the United States (2015-2016) (Irwin, 2018), and COVID-19 (2019-2020) and the fluctuations could be reflected in Figure (1). By political risk theory, it examined the roles of political factors and instability of the world and/or the country in shaping FDI (Chen, 2020). After the economic downturns for a period of time which was around one to three years shown in Figure (1), the global FDI would experience a rebound and robust growth. FDI flows increased steadily, driven by factors such as globalization, liberalization of trade and investment policies, advancements in technology and emerging market opportunities. Developing countries, particularly in Asia, attracted significant FDI inflows due to their growing economies and favorable investment climates (Dornean, Isan & Oanea, 2012).

From the Figure (1), the FDI movement trends of HK, the United States, and the China were quite similar with akin up-and-down patterns while the ongoing growth trends of Singapore and Vietnam were analogous. Analyzing the global trend movement patterns of the selected countries in terms of FDI over a 23-year time span involves considering various factors and their impacts. Here is a brief analysis of each country's FDI trend movement and the determining factors.

a. Hong Kong 
Hong Kong has been a prominent destination for FDI due to its strategic location, business-friendly environment, and strong financial sector. However, FDI inflows have experienced fluctuations over the years. Factors influencing Hong Kong's FDI trends include its role as an international financial hub, political stability, attractive tax regime, rule of law, and proximity to the Chinese market. Changes in global economic conditions, geopolitical factors, and regulatory changes in mainland China have also had an impact on Hong Kong's FDI trends.

b. The Unites States
The United States is traditionally one of the largest recipients of FDI globally. FDI inflows have generally shown a positive trend, although with some variations over the years. Key factors contributing to the USA's FDI trends include its large consumer market, technological innovation, skilled labor force, and robust legal and institutional framework. Additionally, changes in tax policies, trade agreements, global economic conditions, and industry-specific factors have influenced FDI patterns in the USA.

c. Singapore
Singapore has consistently attracted significant FDI inflows due to its strategic location, strong infrastructure, political stability, and pro-business environment. FDI trends have generally shown a positive and stable growth trajectory. Factors driving Singapore's FDI trends include its reputation as a regional business hub, attractive tax incentives, ease of doing business, efficient regulatory environment, and emphasis on research and development. Singapore's proactive approach in attracting investments through targeted sector-specific policies and initiatives has also played a role.

d. China
China has witnessed remarkable growth in FDI inflows over the past two decades, becoming one of the world's largest recipients of FDI. The trend has shown a generally positive trajectory with some fluctuations. China's large market size, rapid economic growth, manufacturing capabilities, and improving business environment have been significant factors driving FDI inflows. Government policies promoting investment, market liberalization, infrastructure development, and access to global supply chains have also attracted FDI. However, factors such as regulatory changes, trade tensions, and concerns over intellectual property protection have influenced FDI patterns in recent years.

e. Vietnam 
Vietnam has emerged as a promising FDI destination, with consistent growth in inflows over the past two decades. FDI trends have shown a positive trajectory with increasing levels of investment. Vietnam's factors driving FDI trends include its young and dynamic workforce, low labor costs, improving business environment, political stability, and strategic location. The government's efforts to attract FDI through investment-friendly policies, trade agreements, infrastructure development, and market-oriented reforms have played a role in Vietnam's FDI growth. 


3.2 	Pattern of the Local Trend Movement
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From the Table 2, no matter in the view of mean, maximum and minimum, the order from the highest to the lowest was also the United States, China, Singapore, Hong Kong and Vietnam. Also referring to the figure (1), the ranking of those five countries in 2022 was the same. As the same time, the first four countries were also the top four countries in the world in the exact same order in 2022 when Vietnam was ranked the twenty-fifth (the GlobalEconomy.com, 2023). 

On the other hand, when referring to coefficient of variation (CV), the order from the highest to the lowest was Singapore, Vietnam, Honk Kong, China and the Unite States. CV a statistical metric that provides insight into the relative risk associated with an investment opportunity. A higher CV indicates greater volatility or risk in relation to the expected return (Hayes, 2023). This implies that the investments in Singapore and Vietnam will have a wider range of potential outcomes and is considered riskier. 
However, when looking into the Table 3, the data gave the investor further implications, Vietnam and Singapore were the countries which had the lowest CV. That means when the CV of annual growth rate is considered, these two countries were quite steady and stable. Furthermore, both of Vietnam’s figures in Table 4 and Table 5 were also as low as to the singe digital. Hence, based on the CV comparison in Table 3, 4 and 5, it reflects Vietnam provided the high return with low risk the past 23 years and the second one was Singapore.

a. Hong Kong 
From 2000, Hong Kong maintained its position as one of leading FDI destinations, attracting investments from multinational corporations and mainland Chinese companies. FDI inflows were driven by sectors like finance, real estate, logistics and trade. The 2008 global financial crisis caused a temporary decline in FDI, but Hong Kong's strong fundamentals helped it recover swiftly. The city's proximity to mainland China led to increased FDI as it served as a gateway to the Chinese market (Financial Times, 2022). Multinational corporations established regional headquarters in Hong Kong to manage their operations in China and the Asia-Pacific region. However, geopolitical factors introduced uncertainties and affected investor sentiment. The introduction of the National Security Law in 2020 (HKSAR, 2020) and the coming Hong Long Basic Law Article 23 (HKSAR, 2023) further impacted the business environment. Companies now are adopting a cautious approach in their investment decisions. The drop in 2022’s FDI and the predicted minor growth for 2023 and 2024 reflected the investors’ loss of confidence (Ng, 2023).

b. The United States
The United States has traditionally been an attractive destination for FDI due to its stable economy, large consumer market, technological advancements and favorable business environment. However, the 2008 global financial crisis temporarily dampened FDI as investors became more cautious, but FDI gradually recovered. Foreign countries have sought to expand their presence in the United States market and benefit from technological know-how and access to skilled labor. During the past decade, sectors attracting FDI have also started to shift from manufacturing towards technology-intensive industries such as IT, biotech and renewable energy while manufacturing sector’s investment still remained strong (Global Business Alliance, 2022). The United States government encourages foreign investments through policies reducing barriers and providing incentives which made this country remained an appealing destination for foreign investors seeking long-term returns and market access (International Trade Administration, 2024).

c. Singapore
Singapore is a unique nation that combines the bustling skyline of a major global city with an abundance of green spaces and a sense of tranquility and has continued to attract FDI by implementing policies to promote foreign investment. Singapore has achieved rapid growth since gaining independence and is now home to numerous multinational companies. The country's ethnic diversity and high level of English proficiency make it an ideal location for international businesses. Singapore's strategic location in Southeast Asia, excellent airport and seaport infrastructure and welcoming business environment attract FDI. The government has ambitious plans announced in February 2021 to develop Singapore into a regional and global hub for e-commerce, focusing on digital infrastructure and fostering a thriving digital economy. Despite limitations in land space and labor costs, Singapore capitalizes on its strengths such as a safe and transparent environment, a skilled workforce, and a commitment to innovation, positioning itself as a leading hub for technology and investment opportunities in the future (Lyttle, 2022).

d. China
China's FDI has experienced significant growth since 2000, propelled by the country's economic reforms, vast market potential, and robust manufacturing capabilities (Bloomenthal, 2022). Initially, FDI primarily focused on manufacturing industries, capitalizing on China's enormous consumer base and cost-effective labor force. As the economy evolved, FDI diversified into sectors like services, technology, and real estate. China's government introduced strategic initiatives such as the Belt and Road Initiative and Made in China 2025, shaping the FDI landscape by promoting infrastructure development and the advancement of high-tech manufacturing, aiming to position China as a global economic powerhouse (Berman, Chatzky & McBride, 2023). However, challenges have emerged along the way, including concerns over intellectual property protection and market access barriers (Santander, 2024). Also, the increasing labour cost, overheated real estate sector, trade tensions, supply chain disruption, low recovery after COVID-19 and geopolitical instability (Barklie, 2023) made FDI in China decline significantly in 2022 and sink to the lowest level in recent 30 years (Kawate & Tabeta, 2024). FDI is anticipated to slightly rebound in 2024 as foreign direct investors would exercise caution due to the persistent tensions between the United States and China (Economist Intelligence, 2024).

e. Vietnam
[bookmark: _Hlk159540454]Vietnam’s economic reforms, competitive labor costs and favorable business environment have attracted global investors and those made its FDI has experienced dramatic growth since 2000.  In the early 2000s, Vietnam implemented policies to encourage FDI inflows, resulting in a surge of investment. The manufacturing sector, particularly textiles, electronics, and footwear, initially attracted significant FDI. As Vietnam's economy developed, FDI expanded into other sectors such as services, real estate, and renewable energy. The government implemented reforms to improve the investment climate, including streamlining administrative procedures and enhancing infrastructure development (Vietnam Law Magazine, 2024). Vietnam's strategic location, proximity to major markets and membership in free trade agreements like the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP) signed in 2018 have further bolstered its attractiveness to foreign investors (Vietnam National Trade Repository, 2024). The government's focus on developing special economic zones and innovation-driven sectors has also contributed to Vietnam's growing FDI inflows. Vietnam's FDI trajectory since 2000 reflects its successful efforts in attracting and diversifying foreign investment (Duc & Tuyet, 2023). 
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3.3 	Summary of Findings
When analyzing the trend patterns in net FDI inflows across the selected countries, several findings, which can be linked to the recommended global financial investment destination, are drawn. It is observed that the global trend patterns were affected by fluctuations which were due to various global factors such as economic cycles, geopolitical events, and investor sentiments, global financial crisis such as 2008, and emerging market growth. Whereas the local trend patterns were influenced by sectoral focus of the country, regional dynamics of the country to serve as gateways to access the regional markets, and policy impact of the country. Based on these findings, the recommended global financial investment destination should consider a few key factors. Firstly, the resilience and stability of the investment climate during global economic crises should be taken into account. Secondly, the growth potential of emerging markets. Finally, the impact of regional dynamics and government policies on FDI trends should be carefully examined.

Below is to summarize the characteristics of FDI of each country and represent the research findings which can facilitate the final conclusion and recommendations.

a. Hong Kong 
Hong Kong is a global financial hub known for its business-friendly environment, low taxes, and free trade policies. With its strategic location, well-developed infrastructure, and rule of law, HK attracts significant foreign direct investment (FDI) in sectors like finance, real estate, and logistics.

b. The United States
The United States is the world's largest economy and a major destination for FDI. It offers a large consumer market, technological advancements, and a highly skilled workforce. The USA's robust legal system, protection of intellectual property rights, and access to capital markets make it an attractive investment destination across various sectors.

c. Singapore
Singapore is a small but highly developed nation with a strong focus on trade and investment. It offers a stable political environment, efficient infrastructure, and a well-regulated financial system. Singapore's pro-business policies, low corruption levels, and ease of doing business have made it a favored destination for FDI, particularly in sectors such as finance, technology, and logistics.

d. China
China, as the world's second-largest economy, has become a prominent destination for FDI. It offers a vast consumer market, abundant labor force, and rapidly expanding middle class. China's manufacturing capabilities, infrastructure development, and government support for key industries have attracted significant investment across various sectors, including manufacturing, technology, and services.

e. Vietnam
Vietnam has emerged as an attractive investment destination due to its favorable demographics, low labor costs, and improving business environment. The country offers a large and young population, increasing urbanization, and a growing middle class. Vietnam's government has implemented economic reforms to encourage FDI, resulting in investments in sectors such as manufacturing, textiles, and electronics.

In summary, HK's strengths lie in its financial services and strategic location. The USA excels in its large consumer market and technological advancements. Singapore stands out for its business-friendly environment and efficient infrastructure. China's appeal lies in its massive consumer market and manufacturing capabilities. Vietnam attracts FDI with its low labor costs and young population. Overall, these countries demonstrate unique characteristics that make them attractive destinations for FDI across a range of sectors.









[bookmark: _Hlk158737991]4   Conclusion and Recommendations 

Referring to the section (1), because of the political instability in Hong Kong and the geopolitical tensions between the United States and China, whether the company should continue the investments in these two markets worth exploring while which country/countries the company should invest for the risk diversification also worth pursuing. 

4.1  Conclusion
Based on the analysis, Vietnam should be the first choice to replace the investment in China while Singapore should the replacement of investment in Hong Kong. 
Firstly, Vietnam offers significantly lower labor costs compared to other countries, making it an attractive option for manufacturing or labor-intensive industries (FitchRatings, 2023). This cost advantage allows businesses to achieve higher profit margins and cost-efficiency. Secondly, Vietnam's young and growing population with 99 million people (Worldometers, 2024) presents a substantial consumer market, offering opportunities for companies to tap into a large and expanding customer base (International Trade Administration, 2024). Additionally, Vietnam has been actively implementing economic reforms and improving its business environment to attract FDI (Business Sweden, 2022), resulting in streamlined processes and reduced bureaucracy. Lastly, Vietnam's strategic location in Southeast Asia provides access to a regional market with a combined population of over 690 million people (Worldometers, 2024), further enhancing the potential for business expansion and trade opportunities (Heydarian, 2023). Although Singapore offers a highly developed infrastructure and a business-friendly environment, Vietnam's cost advantages, growing consumer market, ongoing reforms, and strategic location make it an appealing first choice for investment.

Singapore can be considered as the second choice for investment after Vietnam due to several compelling reasons. Firstly, Singapore offers a highly developed and efficient infrastructure, including world-class transportation and logistics networks (IMC Group, 2023), advanced telecommunications, and modern business facilities (Economist Intelligence, 2023). This infrastructure provides a solid foundation for businesses to operate smoothly and efficiently. Secondly, Singapore has a robust and transparent legal system that upholds the rule of law, protecting the rights and interests of businesses. The strong intellectual property protection regime further enhances Singapore's appeal, particularly for industries that rely heavily on innovation and technology (MPA Singapore, 2024). Thirdly, Singapore has a skilled and educated workforce, with a strong emphasis on continuous education and training (Goh, 2023). This ensures that businesses have access to a talent pool that can support their growth and innovation needs. Additionally, Singapore's strategic location in the heart of Southeast Asia positions it as a gateway to the wider region, enabling companies to access a dynamic and rapidly growing market (IMC Group, 2023). Finally, Singapore's stable political environment (The GlobalEconomy.com, 2024), low corruption levels, and ease of doing business contribute to a favorable investment climate. Although Vietnam may have cost advantages and a growing consumer market, Singapore's developed infrastructure, strong legal system, skilled workforce, strategic location, and business-friendly environment make it a compelling second choice for investment.

4.2  Recommendations
As per the historical data, the FDIs of both Hong Kong and China held unique strength. However, In the long run, Hong Kong and China are bound to encounter formidable challenges. Primarily, uncertainties surrounding domestic policies and geopolitical unrests pertaining to future economic roles and growth drivers are exerting downward pressure on investors’ confidence (Garcia-Herrero & Ng, 2024), (Huang & Lovely, 2023). But the loss of investors’ confidence obviously has not been totally reflected in recent FDI yet. Hence, it is recommended to shift the investment to other markets. As “Don’t Put All Your Eggs in One Basket” and international diversification (Madura & Whyte, 1990), both Vietnam and Singapore markets should be considered. By applying "International Investment Theory" from the other angles such as capital market integration, comparative advantage, market imperfections and host country factors can illustrate why Vietnam (Masan Group, 2023) and Singapore (Vettoretti, 2024) are the most potential countries. Finally, based on the analysis in section 3.3, the investment ratio of Vietnam should be higher as it provides higher return with lower risk.
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Table 1 Annual data of net FDI inflows
in Hong Kong, the United States, Singapore, China, and Vietnam:

2000 to 2022 (USS Million)
Year Hong Kong | United States Singapore China Vietnam
2000 70,496 349,125 15,515 42,095 1,298
2001 31,292 172,496 17,007 47,053 1,300
2002 6,748 111,055 6,157 53,074 1,400
2003 18,567 117,106 17,051 57,901 1,450
2004 22,194 213,641 24,390 68,117 1,610
2005 40,963 142,344 19,316 104,109 1,954
2006 44,902 298,463 39,129 124,082 2,400
2007 62,121 346,613 47,338 156,249 6,700
2008 67,035 341,092 13,598 171,535 9,579
2009 54,276 161,083 23,436 131,057 7,600
2010 82,709 264,039 55,322 243,703 8,000
2011 96,135 263,497 49,156 280,072 7,430
2012 74,887 250,345 55,311 241,214 8,368
2013 76,857 288,131 64,390 290,928 8,900
2014 129,847 251,856 68,698 268,097 9,200
2015 181,047 511,434 69,775 242,489 11,800
2016 133,259 474,388 65,363 174,750 12,600
2017 125,717 380,823 102,160 166,084 14,100
2018 97,036 214,715 81,161 235,365 15,500
2019 58,299 315,984 105,293 187,170 16,120
2020 117,452 138,363 78,448 253,096 15,800
2021 137,191 493,085 138,544 344,075 15,660
2022 120,952 388,078 140,844 180,167 17,900

Sources: The World Bank [https://data.worldbank.org/indicator/BM.KLT.DINV.CD.WD]
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Figure1 Time Plot of Net FDI Inflows in the Selected Countries: 2000 to 2022
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Figure 2. Time Plot of the Annual Rate of Change in Net FDI Inflows in the Selected
Countries (%): 2000 to 2022
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Table 2.  Net FDI Inflows in Selected Countries: 2000 to 2022
Summary Statistics Hong Kong |United States| Singapore China Vietnam
Mean (units) 80,434 M 282,076 M 56,409 M 176.630 M 8,551 M
Standard Deviation 44,662 M 117,512 M 38,722 M 87,718 M 5,631 M
Coefficient of Variation

55.53% 41.66% 68.64% 49.66% 65.85%

(CV=SD/Mean) ° ° ° ° °
Maximum (units) 181,047M | 511434 M | 140,844 M | 344,075M | 17,900 M
Minimum (units) 6748M | 111,055M | 6,157TM | 42095M | 1298M

Sources: Calculated from the dataset listed in Table 1

Table 3.  Annual Rate of Change in Net FDI Inflows in Selected Countries: 2000 to 2022 (%)

Hong Kong |United States| Singapore China Vietnam
Mean (%) 15.96 16.34 24.71 10.80 16.41
Standard Deviation 56.57 72.37 60.06 29.89 38.5
Coefficient of Variation
(CV=SD/Mean) 354.37 442.93 243.04 276.85 235.04
Maximum (%) 175.16 256.37 176.93 85.95 179.17
Minimum (%) -78.44 -56.21 -71.27 -47.64 -20.66
[Sources: Calculated from the dataset listed in Table 1
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Figure 3. Time Plot of Net FDI Inflows in the Selected Countries: 2019 to 2022
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Figure 4.

Time Plot of the Annual Rate of Change in Net FDI Inflows in the Selected

Countries (%): 2019 to 2022
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Table 4.

Table 5.

Net FDI Inflows in Selected Countries: 2019 to 2022 (Million USD)

%)

Summary Statistics Hong Kong |United States| Singapore China Vietnam
Mean 108,474 333,878 115,782 241,127 16,370
Standard Deviation 34,537 149,255 29,721 76,090 1,038
C“fgzz:;/m;‘;m’" 31.84% | 44.70% 25.67% 31.56% 6.34%
Maximum 137,191 493,085 140,844 344,075 17,900
Minimum 58,299 138,363 78,448 180,167 15,660
[Sources: Calculated from the dataset listed in Table 1
Annual Rate of Change in Net FDI Inflows in Selected Countries: 2019 to 2022
Summary Statistics | Hong Kong |United States| Singapore China Vietnam
Mean (%) 16.63 56.51 20.63 0.76 3.86
Standard Deviation 61.12 139.99 43.60 41.71 7.43
Coefficient of Variation
(CV=SD/Mean) 367.54 247.7 211.40 5461.21 192.68
Maximum (%) 101.46 256.37 76.61 35.95 14.30
Minimum (%) -39.92 -56.21 -25.50 -47.64 -1.99

[Sources: Calculated from the dataset listed in Table 1
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Table 6 Annual Rate of Change in Net FDI Inflows in the Selected Countries
—vs. Last Year (%)

Year Hong Kong United States Singapore China Vietnam
2001 -55.6 -50.6 9.6 11.8 0.2
2002 -78.4 -35.6 -63.8 12.8 7.7
2003 175.2 5.4 176.9 9.1 3.6
2004 19.5 82.4 43.0 17.6 11.0
2005 84.6 -33.4 -20.8 52.8 21.4
2006 9.6 109.7 102.6 19.2 22.8
2007 38.3 16.1 21.0 25.9 179.2
2008 7.9 -1.6 -71.3 9.8 43.0
2009 -19.0 -52.8 723 -23.6 -20.7
2010 524 63.9 136.1 86.0 53
2011 16.2 -0.2 -11.1 14.9 -7.1
2012 -22.1 -5.0 12.5 -13.9 12.6
2013 2.6 15.1 16.4 20.6 6.4
2014 68.9 -12.6 6.7 -7.8 3.4
2015 39.4 103.1 1.6 -9.6 28.3
2016 -26.4 =72 -6.3 -27.9 6.8
2017 -5.7 -19.7 56.3 -5.0 11.9
2018 -22.8 -43.6 -20.6 41.7 9.9
2019 -39.9 47.2 29.7 -20.5 4.0
2020 101.5 -56.2 -25.5 35.2 -2.0
2021 16.8 256.4 76.6 35.9 -0.9
2022 -11.8 -21.3 1.7 -47.6 14.3
Sources: Calculated from the dataset listed in Table 1
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Table 7. Annual Rate of Change in Net FDI Inflows in the Selected Countries
—vs. Year 2000 (%)

Year Hong Kong United States Singapore China Vietnam
2001 -55.6 -50.6 9.6 11.8 0.2
2002 -90.4 -68.2 -60.3 26.1 79
2003 -73.7 -66.5 9.9 37.5 11.7
2004 -68.5 -38.8 57.2 61.8 24.0
2005 -41.9 -59.2 24.5 147.3 50.5
2006 -36.3 -14.5 152.2 194.8 84.9
2007 -11.9 -0.7 205.1 271.2 416.2
2008 -4.9 -2.3 -12.4 307.5 638.0
2009 -23.0 -53.9 S1.1 211.3 485.5
2010 17.3 -24.4 256.6 478.9 516.3
2011 36.4 -24.5 216.8 565.3 472.4
2012 6.2 -28.3 256.5 473.0 544.7
2013 9.0 -17.5 315.0 591.1 585.7
2014 84.2 -27.9 342.8 608.8
2015 156.8 46.5 349.7 809.1
2016 89.0 35.9 3213 870.7
2017 78.3 9.1 558.4 986.3
2018 37.6 -38.5 423.1 1094.1
2019 -17.3 9.5 578.6 1141.9
2020 66.6 -60.4 405.6 1117.3
2021 94.6 41.2 793.0 1106.5
2022 71.6 11.2 807.8 1279.0

Sources: Calculated from the dataset listed in Table 1
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