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PROGRESS SINCE 2015 IN PROMOTING SDG INVESTMENT IN
DEVELOPING ECONOMIES NOW AT RISK DUE TO COVID-19
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91 International private sector investment flows to developing and transition economies in sectors relevant for the
sustainable development goals (SDGs) fell by one third in 2020 because of the COVID-19 pandemic. The value
of newly announced greenfield investments in relevant sectors shrunk by 33% and that of international project
finance (used for large infrastructure projects requiring multiple investors) by 36%.

9 The COVID-19 pandemic has more than undone the increase in SDG investment since 2015 — the year the
SDGs were adopted. Greenfield investment in SDG sectors in developing and transition economies is now
almost 20% lower than before 2015, international project finance is more than 30% lower. The progress made
in promoting and facilitating SDG investment is at risk.

1 Full year data for 2020 shows that, except for renewable energy where growth in new projects continued but
was cut to less than one fifth of the pre-COVID rate, investment activity fell sharply across all SDG sectors. In
infrastructure and infrastructure industries (including utilities and telecom) international project finance
announcements were 60% lower in value. Greenfield project values across food and agriculture, water and
sanitation, health and education were all one to two thirds lower than in 2019 (table 1).

1 The decline in SDG-relevant investment was much larger in developing and transition economies than in
developed countries. In the latter group, gains in investment in renewable energy and digital infrastructure are
a first sign of the asymmetric effect that large-scale public support packages in developed countries will have
on global SDG investment trends.

Table 1. The impact of COVID-19 on investment in the SDGS
Selected trends in greenfield investment and project finance in SDG sectors, 2020 year-to-date
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Note: Trends based on project announcement values. Project finance for infrastructure and renewable energy, greenfield investment for other sectors.
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1 Among developing and transition economies, the impact of the pandemic is more pronounced in the poorer
regions. SDG-relevant investment fell by 39% in Africa, 40% in Latin America and the Caribbean, 23% in Asia
and 28% in transition economies. International project finance in developing Asia only declined by 13%,
contrasting with significant falls in other regions.

91 The decline in the least developed countries (LDCS) is of particular concern. There were 31% fewer greenfield
project announcements in SDG sectors in LDCs, and the number of project finance deals decreased by 23%.

9 The outlook for investment in the SDGS is highly uncertain: future developments will depend on the duration of
the health crisis and on the effectiveness of policy interventions to mitigate its economic effects. Policy
measures to facilitate investment in SDGs (UNCTAD's SDG Policy Monitor, December 2020), as well as
development cooperation and financing support to developing countries will be important in determining the
trajectory of investment in the SDGs. WASH and health sector investments, both weak before the pandemic
and severely affected by it, look set to receive increased attention.

UNCTAD first estimated the investment requirements for the SDGs in the World Investment Report 2014, identifying
10 relevant sectors (encompassing all 17 SDGs), and estimating an annual investment gap in developing countries
of $2.5 trillion. Based on multiple sources and types of finance, UNCTAD's first SDG Investment Trends Monitor
in 2019 revealed a mixed picture of both investment trends and monitoring capacities across the 10 SDG sectors
in developing economies between 2015 and 2019. Before the COVID-19 shock, progress on investment in the
SDGs — from all sources (domestic and international, public and private) — was observed across six of the 10 SDG
sectors: transport infrastructure, renewable energy, food and agriculture, health, telecommunication, and
ecosystems and biodiversity. However, across all sectors, growth was falling short of requirements.

The COVID-19 pandemic is significantly exacerbating SDG financing gaps in developing economies, particularly in
the LDCs and other structurally weak economies. International private investment will be key to alleviate public
sector resource shortfalls for SDG-relevant investment and to spearhead the global campaign to build back better.
Private investment constitutes the bulk of international resource flows to developing countries. For comparison,
while cross-border greenfield investment in SDG relevant sectors in developing and transition economies amounts
to about $150 billion annually and international project finance for more than $200 billion, total official development
assistance was just over $150 billion in 2019, with only about one third directed towards investment projects.

This monitor presents a broad assessment of the impact of the pandemic on
international private sector investment in SDG sectors (box 1). The data on
greenfield investment projects and international project finance is presented
on a project announcement basis. Overall FDI trends in 2020 are presented
as context (FDI data by sector becomes available only with a one- to two-year
lag). Although the focus of the SDG investment trends monitor is on concrete
investment flows into SDG-relevant projects, the pandemic also has
implications for the financing side, i.e. the upstream part of the investment
chain. Developments in COVID-19 themed financial instruments will again be
addressed in UNCTAD’s World Investment Report 2021.

Other international organizations and think tanks have made important efforts
to assess financing needs for specific SDGs or targets, to re-assess
requirements in light of the pandemic and, more recently, to assess the health
and economic impact of COVID-19." These efforts have shone a spotlight on
SDG 3 (health and well-being for all). As a result, there are improvements in
data on investment needs in healthcare. For example, the World Health

This issue of UNCTAD's SDG Investment
Trends Monitor is an update of the COVID-19
impact issue first published in December
2020. The update, on the occasion of the
Financing for Development Forum (12-15
April 2021), includes the first full-year data
for FDI, greenfield investment and project
finance in SDG sectors.

This issue focuses on on-the-ground
investment announcements. Financing trends
(included in the December issue) are not
updated.

The World Investment Report 2021,
scheduled for launch in June, will cover both
investment and financing trends and will
discuss the expected impact of large-scale
public investment packages on investment in
sustainable recovery.

' For example, UN DESA (2020) ‘Impact of COVID-19 on SDG progress: a statistical perspective’. New York: United Nations
and OECD (2020) ‘Global Outlook on Financing for Sustainable Development 2021°, Paris: OECD and UN, focus on overall SDG
financing and needs.


https://unctad.org/system/files/official-document/diaepcbinf2020d9_en.pdf
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Organization working with a number of bilateral, multilateral and private partners launched the Access to COVID-
19 Tools (ACT) Accelerator to ensure equitable access to three key pillars of the pandemic response: diagnostics,
therapeutics and vaccination. This initiative resulted in estimates of investment gaps for these three pillars
(diagnostics-$5.3 hillion, therapeutics-$6.1 billion, vaccine-$7.8 billion) which facilitated the launch of an appeal
for funding. Despite all efforts, weaknesses and gaps in data availability, data quality and monitoring capacity on
actual investment performance (in addition to investment needs) persist across all SDG sectors.

Box 1. Scope of this Monitor: Trends in International Private Direct Investment in SDG Sectors

UNCTAD’s SDG Investment Trends Monitor focuses on direct investment in SDG sectors by private sector investors through
greenfield investments (new projects and expansions by individual overseas investors) and project finance (large-scale
projects, mostly in infrastructure industries, requiring multiple investors). Both greenfield investments and international
project finance data are on an announcement basis.

The focus on investment distinguishes the Monitor from other reports that focus on the financing of SDG expenditures (i.e.
raising funds for SDG investments in financial markets, the upstream part of the investment chain). The focus on trends
distinguishes it from other reports focusing on investment needs (first defined in UNCTAD’s 2014 World Investment Report).

The focus is on international investment, i.e. cross-border investment flows, in line with the scope of UNCTAD’s annual
World Investment Report. For international project finance this implies that the project sponsor is an international investor
(although co-investors may include domestic financiers).

The SDG sectors in this Monitor largely follow the approach of WIR74, but pragmatically focus on sectors for which relevant
greenfield and project finance data is available. Investment in renewable energy has been separated from other investment
in power generation and distribution to avoid overlap. Transport infrastructure (project finance) is distinct from transport
services (greenfield).

The main focus of the Monitor is on developing and transition economies. Observations on trends in developed economies
are included using the same sector definitions for the purpose of comparison only, as this gives rise to issues related to the
“SDG relevance” of investments (e.g. investments in telecom, such as 5G networks, in developed countries do not have the
same impact on universal access as digital network investments in low-income countries).

Source: UNCTAD.

SDG investment dragged down by a 42% fall in global FDI flows

Global FDI flows (excluding Caribbean offshore financial centers) in 2020 were under severe pressure due to the
COVID-19 pandemic. Foreign investment flows reached an estimated $859 billion, 42% less than in 2019, as
lockdowns around the world forced companies to delay existing projects and to postpone new investments. Although
these trends are based on total FDI flows and not only those directed to SDG sectors, they are a cause of concern
since FDI flows contribute to the SDGs through a number of channels and constitute the largest source of external
finance for developing economies.

The decline in overall FDI flows has
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