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EXECUTIVE SUMMARY

Despite economic turbulence, the US and Europe remain
each other’s most important markets. No other commercial
artery in the world is as integrated.

The transatlantic economy generates $5.3 trillion in total
commercial sales a year and employs up to 15 million
workers in “onshored” jobs on both sides of the Atlantic.

The transatlantic economy is the largest and wealthiest
market in the world: over 50% of world GDP in terms of
value and 41% of GDP in terms of purchasing power.

As globalization proceeds and emerging markets rise,
however, transatlantic markets are shifting from a position
of preeminence to one of predominance - still considerable,
but less overwhelming than in the past.

Cautious Optimism

Risks linger in 2013. The eurozone is expected to contract
slightly and the US to grow by 2%.

The eurozone crisis is not over, but the most dangerous
phase has passed. Europe is in for another grinding year,
but the foundation for stronger growth has been laid.



Investment Drives the Transatlantic Economy

» The US and Europe are each other’s primary source and
destination for foreign direct investment.

» Europe has attracted 56% of US global foreign direct
investment (FDI) since 2000.

» US FDI to Europe in 2012 topped $206 billion, the 3rd
strongest annual level on record.

» The UK, the Netherlands and Ireland account for just over
60% of US investment to Europe.

» Within Europe, America’s top overseas market has shifted
from the UK to the Netherlands; US FDI is shifting to
Ireland and eastern Europe from much of western Europe.

» US FDI flows to Poland soared by over 250% in the first nine
months of 2012 from a year before, reaching $662 million.
US investment stock in Poland rose from $1 billion in 1995
to over $12 billion in 2011, larger than US investment in
Indonesia.

» US investment stock in the Czech Republic, $5.3 billion in
2011, matched US investment in the Philippines.

» US investment to Turkey in first 3 quarters of 2012 was $1.5
billion, a rise of 85%; and inflows to Switzerland were quite
strong, $16 billion, a 73% surge.

» USFDI to Spain and Italy has fallen sharply. Egypt reported
more U.S. investment than Spain/Italy together.



China accounted for just 1.1% of total global US investment
between 2000 and Q3 2012, trailing Belgium, France,
Germany, Ireland, the Netherlands Spain, Switzerland and
the UK.

US investment in Ireland from 2000-Q3 2012 was more
than 6 times larger than US investment in China.

US investment in the Netherlands was more than 14 times
larger and in the UK more than 11 times larger than in China.

Most surprising: over the past two years US companies have
actually disinvested in China. They on balance withdrew
investments from China of $1.7 billion in 2011 and $4.8
billion in 2012, while investing $224.3 billion in Europe in
2011 and $203.3 billion in 2012.

Since 2000, US firms have invested more in the Netherlands
($442 billion) alone and in the UK ($356 billion) alone than
in South and Central America, the Middle East, and Africa
combined ($308 billion).

US cumulative investment in Brazil since 2000 ($43.8
billion) is roughly 80% of total investment in Belgium ($53
billion) and 1/5 of total investment in Ireland.

US FDI in Russia since 2000 ($10.2 billion) has been less
than in such smaller European markets as Norway ($14.4
billion) and Denmark ($13.5 billion).

Since 2000 Corporate America has invested about the same
in India ($26.6 billion) as in Italy.

On a historic cost basis, the US investment position in
Europe was 14 times larger than the BRICs and nearly 4
times larger than in all of Asia at the end of 2011.



US investment in the Netherlands alone is about 4 times
greater, and US investment in the UK 3 times greater, than
US investment in all the BRICs.

America’s investment stakes in Ireland ($188 billion) were
much greater than in South America ($148 billion).

There is more US investment in Germany ($107 billion)
than in all of Central America, including Mexico ($104
billion).

US investment in Switzerland ($125 billion) is more than
double US FDI investment in Africa ($57 billion).

Corporate America’s foreign assets totaled $21 trillion in
2011. 57% of these assets—$12 trillion—were located in
Europe. Largest share: the UK (23%, $4.7 trillion).

US assets in the Netherlands ($1.8 trillion) were the second
largest in the world in 2011.

America’s asset base in Germany ($683 billion) in 2011 was
over 50% larger than in all of South America.

America’s collective asset base in Poland, Hungary, and the
Czech Republic (roughly $147 billion, up from $85 billion in
2008) was much larger than the size of corporate America’s
assets in India (est. $95 billion).

US assets in Ireland totaled $900 billion in 2011, more than
in either Switzerland or France. Ireland accounted for 7.6%
of total US assets in Europe in 2011.

US affiliate output in Europe rose 3% in 2011 to total $615
billion, still below the high of $660 billion in 2008.



Global output of U.S. affiliates reached nearly $1.3 trillion
in 2011; Europe accounted for 46% of the total.

The UK accounted for 25% of total US affiliate output in
Europe; Germany 14% and France 8%.

These 3 countries accounted for 47% of total US affiliate
output in Europe in 2011, down from 63% of the total in
2000, reflecting greater diffusion of US affiliate production
across Europe.

By sector, output was almost evenly split between services
(52%) and manufacturing (48%).

US affiliates accounted for over 25% of Ireland’s total
output in 2011; 6.4% of UK output; 5.8% of Norway; 5.2% of
Switzerland; and 5.0% of Belgium.

US foreign affiliate output in Belgium in 2011 (roughly
$25.6 billion) was more than 40% larger than US foreign
affiliate output in India (est. $18 billion).

US affiliate output in Poland totaled an estimated $10.9
billion in 2011, exceeding US output in Russia and in
Austria, Portugal, and Denmark. Affiliate output in Poland
quintupled between 2000 and 2011.

US affiliate sales in Europe of $2.6 trillion accounted for
47% of worldwide sales in 2011. We anticipate a new record
sales high in Europe of $3 trillion by 2014.

Sales of US affiliates in Europe in 2010 were roughly double
comparable sales in the entire Asia/Pacific.

Affiliate sales in the UK ($599 billion) were double sales in
South America.



While US affiliate sales in China have soared over the past
decade, they do so from a low base, and still remain well
below comparable sales in Europe.

US affiliate sales of $170 billion in China in 2010 were below
those in Switzerland ($262 billion), Ireland ($260 billion),
the Netherlands ($204 billion), France ($199 billion).

Europe remains the most profitable region of the world for
US companies. US foreign affiliate income earned in Europe
rose in 2012 to $214 billion—a record high.

Since 2000, Europe has accounted for over 56% of total US
foreign affiliate income.

Affiliate income soared 55% in Poland for the first 3 quarters
of 2012; was up 12% in UK and 4% in Ireland.

Affiliate income fell in France (-25%), Germany (-32%),
Spain and Greece (each -73%), Italy (-41%), and Portugal
(-33%).

US affiliate income from China and India in 2011 ($13.1
billion) was only 1/4 of US affiliate earnings in the
Netherlands ($55 billion) and less than half US affiliate
earnings in the UK ($31 billion) or Ireland ($29 billion).

In the first nine months of 2012, US affiliate income from
Europe—$160 billion—was more than combined US affiliate
income from Latin America ($67 billion) and Asia ($57
billion).

US affiliate income in China ($9 billion) and Brazil ($7
billion) combined was well below affiliate income in Ireland
($23 Dbillion) alone, but each was above that in Germany
($2.7 billion) and France ($2.5 billion).



European investment in the US, on historic cost basis, was
$1.8 trillion in 2011, 71% of total FDI in the US.

Major investors—UK ($442 billion), Netherlands ($240
billion), Germany ($216 billion) and Switzerland ($212
billion).

Deep investment ties with Europe generate additional US
exports. US affiliates of foreign firms generated about 21%
of US exports in 2011. More than half were provided by
European companies based in the US.

European financial firms have scaled back their presence in
the US because Europe’s sovereign debt crisis forced banks
to raise capital at home.

By country, year-over-year declines [Jan.-Sept] in FDI
inflows to the US were posted by Germany (-91%),
Netherlands (-76%), Norway (-72%), Spain (-58%),
Switzerland (-67%), Italy (-45%), and the UK (-30%).

Nonetheless, even in bad year 2011 Europe’s investment
flows to the US were 7 times larger than to China.

In 2011 total assets of European affiliates in the US were an
estimated $8.6 trillion. UK firms held $2.2 trillion; German
firms $1.5 trillion; Swiss and French $1.3 trillion each; and
Dutch firms $959 billion.

The US is the most important market for earnings of many
European multinationals. European affiliate income in the
US rose in 2012 to a record $117 billion.

French, Italian and Belgian affiliate income in the US in the
first nine months of 2012 rose 31%, 28%, and 13%.



European affiliate output in the US rose by nearly 4% in
2011, totaling over $440 billion, a record high.

The 2011 output of UK firms in the US of nearly $119 billion
was more than a quarter of the European total.

German affiliate output totaled $81 billion, almost one-fifth
of the total. French affiliate output ($60 billion) accounted
for 14% of the total.

Beyond European affiliates, only Corporate Japan has any
real economic presence in the US—Japanese affiliate output
totaled $82 billion in 2010, below UK output and roughly
similar to German affiliate output.

Overall, foreign affiliates contributed nearly $672 billion to
US aggregate production in 2011, with European affiliates
accounting for roughly two-thirds of the total.

Affiliate sales, not trade, are the primary means by which
European firms deliver goods and services to US consumers.
In 2011 European affiliate sales in the US ($1.9 trillion) were
more than triple US imports from Europe ($632 billion),
and rose roughly 4%.

Sales by British affiliates in the US totaled an estimated
$440 billion in 2011, followed by German affiliate sales
($389 billion).



Transatlantic Trade

» US-EU merchandise trade totaled an estimated $650 billion
in 2012, up 68% from $387 billion in 2000.

» US merchandise exports to Europe were relatively robust;
many U.S. states posting double-digit gains. The export
picture softened in 2012, however, as Europe’s economic
engine continued to sputter.

» For 2012, the US trade deficit with the EU is forecast to
be roughly double the 2009 level. Germany accounted for
nearly half the deficit.

» US exports to the EU in the first eleven months of 2012 fell
by roughly 1%, with exports dropping 12.5% to Spain; 4.8%
to the Netherlands; and 3.2% to Ireland.

» US imports from Europe were up 4.3%; up 10.8% from
Germany; 8.8% from the UK; and 4.8% from France.

» Despite Europe’s uneven economy, 45 of 50 US states still
exported more to Europe than to China in 2012, and by a
wide margin in many cases.

» January-September 2012 Florida exports to Europe were
more than 11 times its exports to China; New Jersey exports
to Europe were 9 times greater than to China. New York,
Connecticut and Virginia each exported 7 times as much to
Europe as to China. Texas, the leading U.S. state exporter
to Europe, sent almost 4 times as many goods to Europe as
to China. Illinois’ exports to Europe were more than triple
its exports to China.



California, Michigan and North Carolina each exported
twice as much to Europe as to China.

Germany was the top European export market for 19
US states in 2011. The UK was the top for 11 states. The
Netherlands was top for 9 states.

Under new WTO/OECD “value-added” calculations, the US
in 2009 was the major customer and supplier for Germany,
the UK, France and Italy. Germany followed only Canada
as the most important export market for the United States,
ahead of Mexico and China.

Transatlantic Services: The Sleeping Giant

»

The US and Europe are the two leading services economies
in the world. The US is the largest single country trader in
services; the EU is the largest trader in services among all
world regions.

The EU ranks Ist in each major category of global services
trade; 41.1% of world travel receipts; 47.6% of world exports
of transportation services; and half of world exports of
other commercial services.

By country, the US was number one in world travel receipts
in 2010—14% share; world transportation receipts—9.12%
share; and other commercial services—16%.

Five of the top 10 export markets for US services are in
Europe; the US enjoyed a $52 billion private services trade
surplus with the EU in 2011, compared with its $100 billion
goods trade deficit the EU.



For all of Europe in 2011, the US surplus in services was $62
billion; trade deficit in goods $118 billion.

In the first 3 quarters of 2012 US services exports to Europe
totaled $176 billion, a 3.5% rise from year before; and $39
billion trade surplus in services.

Transatlantic services trade figures are impressive, but the
more important services linkages are actually in mutual
flows of foreign direct investment.

Sales of services by US foreign affiliates in Europe—$576
billion in 2010—were more than 2.5 times US services
exports to Europe in 2010.

The UK alone accounted for around 32% of all US affiliate
sales in Europe in 2010—$187.2 billion, more than combined
U.S. affiliate sales of services in South and Central America
($132 billion), Africa ($11.8 billion) and the Middle East ($15
billion).

Europe accounted for 51% of global U.S. services sales.

Sales of services by US affiliates of European firms of
$435 billion in 2010 were more than 2.5 times US services
imports from Europe.

New WTO/OECD “value added” measurements indicate
that services accounted for 60% of the value of all UK gross
exports; 56% of all U.S. exports; 55% of all EU exports; and
50% of all German exports in 2009.



Transatlantic Jobs

Most foreigners working for US companies outside the US
are Europeans, and most foreigners working for European
companies outside the EU are American.

US affiliates in Germany, France and the UK employ twice
the workers of US affiliates in China.

European companies in the US employ millions of
American workers and are the largest source of onshored
jobs in America.

Similarly, US companies in Europe employ millions of
European workers and are the largest source of onshored
jobs in Europe.

2000-2010 US foreign affiliate employment in Europe rose
nearly 11% from 3.7 million to over 4.1 million.

US affiliates employed many more manufacturing workers
in Europe (1.7 million) in 2010 than they did in 1990 (1.6
million). Yet they have shifted towards lower cost locations
like Ireland and Poland.

US affiliates employ more Europeans in services than in
manufacturing. Manufacturing accounted for just 42% of
total employment by US affiliates in Europe in 2010.

US affiliates in Germany employed 351,000 workers in
2010, above those employed in Brazil (313,000) and India
(126,000) yet below China (562,000).

European majority-owned foreign affiliates employed
roughly 3.5 million US workers in 2011, some 563,000 less
than US affiliates employed in Europe.



The top five European employers in the US in 2011 were
firms from the UK (910,000, down from 978,000 in 2008),
Germany (589,000, down from 617,000 in 2008), France
(489,000, down from 554,000 in 2008), Switzerland
(416,000, up from 389,000 in 2008) and the Netherlands
(350,000, up from 349,000 in 2008).

European firms employed 2/3 of all US workers on the
payrolls of majority-owned foreign affiliates in 2011.

The Transatlantic Innovation Economy

»

In 2010 US affiliates invested $24.4 billion in R&D in
Europe, roughly 62% of total global R&D expenditures by
US foreign affiliates. R&D expenditures were greatest in
Germany, the UK, Switzerland, France, the Netherlands,
Belgium and Ireland. These 7 countries accounted for
nearly 86% of US global spending on R&D in Europe in 2010.

R&D spending by European affiliates in the US totaled $31.3
billion, up from $30 billion the prior year, and accounting
for three-fourths of all R&D performed by majority-owned
foreign affiliates in the United States.

Swiss-owned R&D in the US totaled $9 billion in 2010 and
accounted for 21% of total affiliate R&D. British, German
and French affiliates accounted for a 14.5%, 13.6% and
13.0% share respectively.
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