MACROECONOMIC TRENDS ¢ ECONOMIC GROWTH

INVESTMENT RATES

The share of total GDP that is devoted to investment in
fixed assets is an important indicator of future economic
growth, although not all types of investment contribute to
future growth in the same way. The following tables show
the total of gross fixed capital formation (investment or
GFCF) as a share of GDP and two of the main components
- dwellings and machinery and equipment.

Definition

Gross fixed capital formation (GFCF) is the acquisition, less
disposal, of fixed assets, i.e. products which are expected
to be used in production for several years. Acquisitions
include both purchases of assets (new or second-hand)
and the construction of assets by producers for their
own use. Disposals include sales of assets for scrap as
well as sales of used assets in a working condition to

Long-term trends

The total investment rate now averages just

over 21% for the OECD as a whole but rates are
substantially higher than this in Korea, Spain, the
Czech Republic and Australia and well below 20%
in the United Kingdom, Sweden, Germany and
Turkey. For the OECD as a whole, total investment
rates are largely unchanged compared to 1992-
1994. Particularly sharp falls occurred in Turkey,
Germany and Japan, although in Japan, investment
rates remain well above the OECD average. Total
investment rates are now much higher than at the
beginning of the 1990s in Ireland, Iceland and Spain.

Investment in machinery and equipment accounts
for more than 30% of GFCF in most OECD countries,
but investment rates tend to be higher than this in
countries with a significant manufacturing base,
such as Japan, Korea, Switzerland and the Czech
Republic. Over the period shown, the machinery
investment rates have fallen in most countries,
with particularly sharp falls in Luxembourg, Korea,
Netherlands and Poland, reflecting higher growth
of service activities. Rates grew most in Greece and
Iceland.

Investment rates in dwellings were particularly high
at both the beginning and the end of the period in
Norway and Portugal. Ireland, the Slovak Republic
and Spain recorded substantial increases over the
period, but a number of countries recorded large
falls: Turkey, Luxembourg, Sweden, Japan and Korea.
In the short term, rates of investment in dwellings
are sensitive to the business cycle, but, over the long
run, investment rates in dwellings reflect population
growth rates either through natural growth or
immigration, and rising affluence, as is evident for
Ireland and Norway.
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other producers: New Zealand, Mexico and some Central
European countries import substantial quantities of used
assets.

Fixed assets consist of machinery and equipment;
dwellings and other buildings; roads, bridges, airfields
and dams; orchards and tree plantations; improvements
to land such as fencing, leveling and draining; draught
animals and other animals that are kept for the milk
and wool that they produce; computer software and
databases; entertainment, literary or artistic originals;
and expenditures on mineral exploration. What all
these things have in common is that they contribute to
future production. This may not be obvious in the case
of dwellings but, in the national accounts, flats and
houses are considered to produce housing services which
are consumed by owners or tenants over the life of the
building.

In calculating the shares, gross fixed capital formation
and GDP are both valued at current market prices.

Comparability

When the System of National Accounts was revised in
1993, the scope of GFCF was widened to include mineral
exploration, computer software and entertainment,
literary and artistic originals. In several countries these
three items are only partially covered. In the case of
Turkey, which still adheres to the 1968 version of the SNA,
they are not included at all
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MACROECONOMIC TRENDS ¢ ECONOMIC GROWTH

INVESTMENT RATES
Gross fixed capital formation
As a percentage of GDP

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Australia 222 227 239 229 229 24.0 242 2438 22.0 229 248 254 2538 265
Austria 22.9 225 22.9 22.1 22.1 223 22.4 22.1 22.8 221 20.4 213 20.9 205
Belgium 20.1 19.4 18.9 193 194 20,0 202 206 208 20.4 19.2 188 1838 19.9
Canada 187 18.0 18.8 176 179 19.8 199 198 19.2 196 195 196 202 20.7
Czech Republic 27.4 27.9 282 315 32.1 29.9 28.2 27.0 28.0 280 275 26.7 26.2 24.9
Denmark 176 16.9 172 18.4 186 196 20.4 198 202 19.8 196 195 198 207
Finland 19.8 16.4 156 166 174 183 19.0 19.0 19.4 195 17.9 181 183 18.8
France 20.1 187 18.4 181 179 174 179 18.8 195 195 188 188 192 19.7
Germany 2356 225 226 21.9 213 21.0 21.1 213 215 20.0 183 178 174 17.3
Greece 20.9 19.9 183 183 194 194 208 222 232 228 228 243 24.4 23.4
Hungary 19.3 18.4 196 195 208 2156 23.0 233 22.9 229 22.9 21.9 22.4 227
Iceland 18.1 16.3 15.9 157 189 197 238 21.4 225 213 177 19.8 233 28.4
Ireland 16.7 15.3 16.3 174 194 205 222 239 243 23.2 223 23.0 2456 27.0
Italy 21.1 18.8 185 191 189 189 193 196 203 203 20.9 20.4 206 206
Japan 30.8 295 285 28.0 28.4 2756 25.9 255 25.2 247 233 22.9 22.9 232
Korea 36.9 36.3 36.4 37.3 375 356 30.3 29.7 31.1 295 29.1 29.9 295 293
Luxembourg 19.7 219 2056 199 20.1 217 218 235 208 226 22.3 215 2056 19.7
Mexico 196 186 19.4 162 179 195 209 212 21.4 20.0 193 189 196 193
Netherlands 222 212 208 208 216 21.9 222 229 21.9 21.1 20.0 195 194 19.3
New Zealand 173 19.0 20.9 22.1 22,0 21.1 20.1 209 20.4 208 21.3 22.8 235 23.9
Norway 19.1 19.8 20.0 199 203 22.1 25.2 220 186 183 181 175 180 18.7
Poland 16.0 15.1 1741 177 198 224 24.1 24.4 23.7 20.7 187 18.3 18.0 18.1
Portugal 23.4 219 219 225 23.0 25.2 265 26.8 271 265 25.0 225 222 21.4
Slovak Republic 307 295 26.2 2.6 31.4 336 35.7 293 257 285 27.3 25,0 24.1 26.8
Spain 2256 208 20.7 215 21.4 21.8 23.0 2456 258 26.0 26.3 27.2 28.1 293
Sweden 18.1 155 153 158 16.0 156 163 174 175 173 165 16.0 163 172
Switzerland 248 233 236 233 222 217 22.4 223 228 22.2 2156 20.7 21.0 21.4
Turkey 2356 265 2456 238 25.1 26.4 246 21.9 22.4 182 16.6 155 178 196
United Kingdom 165 15.7 15.9 16.4 165 165 176 172 16.9 166 165 161 165 16.8
United States 16.2 16.7 172 177 182 186 1941 196 19.9 192 179 179 184 194
EU15 average 203 19.2 18.9 192 195 20,0 20.7 213 215 21.2 205 203 205 208
OECD average 215 208 208 20.9 216 22.1 226 224 223 218 21.1 20.9 213 218
Brazil 16.7 19.1 208 206 193 199 197 18.9 193 195 183 1738 196 19.9
China 322 3756 36.1 347 342 336 35.0 35.7 365 373 38.8 2.1 438 .
Russian Federation . . . 21.1 20.0 183 162 14.4 16.9 189 179 184 183 18.2
South Africa 15.7 147 15.1 15.9 163 165 174 155 15.1 15.0 15.0 159 162 170

StatLink Si=P http://dx.doi.org/10.1787/718601115301

Gross fixed capital formation
As a percentage of GDP
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MACROECONOMIC TRENDS ¢ ECONOMIC GROWTH
INVESTMENT RATES

Gross fixed capital formation: machinery and equipment
As a percentage of GDP

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Australia 75 7.6 85 8.3 8.1 8.4 8.1 83 79 7.7 8.1 79 8.1 8.2
Austria 9.0 8.3 8.2 8.0 8.1 8.3 8.4 85 9.2 9.1 8.1 8.6 8.2 8.0
Canada 6.0 56 5.9 6.1 6.1 7.2 7.6 7.7 74 7.0 6.6 6.3 6.3 6.3
Denmark 75 7.0 74 8.0 73 7.8 8.3 7.8 8.1 8.0 76 74 75 8.1
Finland 6.6 5.8 5.7 6.3 6.7 74 6.9 6.3 6.1 6.3 5.5 5.5 54 51
France 5.9 55 55 5.6 5.6 54 57 6.1 6.3 6.2 5.6 55 53 54
Germany 9.2 7.7 72 7.0 7.0 72 7.6 79 8.6 79 74 6.8 6.9 71
Greece . . . 47 55 54 59 6.7 7.3 6.8 6.7 7.4 75 7.5
Hungary - 5 5 @ ™ ™ - 5 10.7 9.9 9.2 9.2 9.3 9.1
Iceland 5.7 43 46 5.0 73 74 8.8 7.0 85 7.0 49 46 6.0 10.2
Ireland 5.8 6.0 6.3 6.8 7.0 7.0 7.8 8.2 8.0 6.6 6.0 53 54 6.2
Italy 8.6 7.2 7.6 8.2 8.2 8.4 8.9 9.1 9.5 9.3 9.3 8.6 8.7 8.5
Japan 10.9 9.9 9.3 9.9 10.7 10.7 10.0 10.0 10.1 9.9 9.0 9.0 9.2 .
Korea 133 124 13.6 141 14.1 12.2 8.4 103 12.8 11.0 104 9.6 9.2 8.9
Luxembourg 7.7 9.9 8.1 7.9 7.5 gi3) 8.6 10.5 8.0 8.9 7.2 55 54 6i&
Mexico 10.0 8.6 8.9 76 89 10.0 1.1 11.0 10.8 9.7 8.9 85 8.7 .
Netherlands 7.7 73 7.0 73 75 76 74 7.7 6.9 6.3 5.7 5.7 5.5 5.5
New Zealand 8.0 9.1 9.8 9.8 9.4 8.4 8.2 8.2 8.7 9.3 8.7 9.1 8.9 9.0
Norway 44 55 6.1 6.0 6.3 7.0 8.0 74 6.4 59 5.8 5.3 54 5.3
Poland . . . 7.6 8.7 9.7 104 10.2 9.7 8.2 7.3 7.0 7.0 .
Portugal 8.4 74 7.6 7.4 7.7 8.6 9.3 94 9.5 8.9 7.8 71 71 6.7
Slovak Republic . 134 12.1 1.4 14.1 16.8 17.8 12.9 11.0 135 13.3 124 114 133
Spain 6.5 53 5.6 6.0 6.3 6.8 75 79 8.1 76 7.0 6.9 6.8 7.0
Sweden . 58 6.7 7.5 7.7 7.7 8.0 8.6 8.5 7.8 7.2 6.9 6.8 74
Switzerland 11.2 10.4 10.2 10.5 10.5 10.5 1141 11.3 11.6 11.0 10.2 9.6 9.6 9.7
United Kingdom 71 6.8 7.2 7.7 8.1 7.8 8.6 8.3 8.0 75 6.9 6.2 6.1 5.9
United States 6.0 6.4 6.7 71 7.2 7.2 7.3 74 74 6.6 5.8 5.6 56 5.8

StatLink SisPa http://dx.doi.org/10.1787/756117476466

Gross fixed capital formation in machinery and equipment
As a percentage of GDP

3-year average at beginning of period M 3-year average at end of period
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MACROECONOMIC TRENDS ¢ ECONOMIC GROWTH

INVESTMENT RATES
Gross fixed capital formation: housing
As a percentage of GDP

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Australia 6.3 6.7 6.8 5.7 5.5 6.1 6.3 741 5.9 6.7 7.6 8.0 76 74
Austria 56 58 6.1 6.6 6.6 6.5 6.1 58 5.3 49 46 44 44 43
Canada 58 55 5.5 45 48 5.0 47 46 45 5.0 5.7 6.0 6.5 6.5
Denmark 3.1 3.0 32 3.5 3.6 39 39 4.0 4.2 39 338 4.2 4.6 4.9
Finland 4.8 4.0 3.9 3.7 3.7 44 4.7 5.2 5.3 4.7 4.5 49 5.2 5.6
France 43 43 4.4 43 42 41 41 42 41 41 41 42 44 4.6
Germany 6.7 71 78 7.7 76 74 72 72 6.8 6.3 5.8 5.7 55 52
Greece 122 14 9.5 9.4 9.0 9.2 9.8 100 9.1 9.0 9.7 10.3 9.7 9.1
Hungary . . . . . . . . 35 4.4 4.8 5.0 53 45
Iceland 741 6.6 6.4 6.1 6.7 6.9 741 75 7.8 74 78 8.4 9.2 9.9
Ireland 4.7 41 5.0 5.3 6.0 6.7 72 8.0 8.4 8.7 8.8 10.6 12.3 139
Italy 4.8 47 45 4.3 41 3.9 3.7 37 38 3.8 3.8 3.9 4.0 43
Japan 5.1 5.2 5.5 5.2 5.7 5.0 4.3 4.3 4.3 4.0 3.9 338 3.8
Korea 79 8.1 7.3 73 7.0 6.5 6.0 5.1 43 47 5.0 55 57 5.9
Luxembourg 48 43 35 3.3 29 29 3.0 26 24 2.8 23 26 25 24
Mexico 4.6 5.0 5.1 4.8 46 4.6 4.6 4.7 48 47 47 4.6 4.7
Netherlands 5.3 5.4 5.6 5.6 5.7 5.8 5.8 5.9 5.9 6.1 5.8 5.7 6.1 6.3
New Zealand 42 47 55 5.6 58 5.9 5.0 57 4.8 4.6 5.6 6.6 6.9 6.7
Norway 13.8 13.7 13.3 13.5 13.5 14.4 16.5 143 1.8 12.0 12.0 12.0 12.4 131
Poland . . . 22 22 24 26 28 3.0 2.8 2.8 27 29 .
Portugal 123 11.9 1.7 123 124 13.6 13.8 13.6 13.8 14.0 13.4 11.9 11.6 1.2
Slovak Republic . . . 12 14 1.8 3.0 3.8 44 35 33 3.1 3.0 3.0
Spain 4.3 4.2 4.2 44 438 4.7 5.0 5.5 6.1 6.5 71 7.8 8.4 8.9
Sweden 52 33 2.0 15 16 14 14 15 1.8 2.0 21 2.2 25 2.8
Switzerland 4.8 4.9 5.7 5.6 4.9 45 45 43 42 4.1 3.9 4.4 4.8 5.1
Turkey 78 8.6 9.5 8.4 78 76 7.0 6.6 5.3 5.2 338 32 35 49
United Kingdom 31 31 3.1 3.1 29 29 29 28 28 3.0 3.3 35 38 4.0
United States 3.8 4.0 4.3 41 43 4.2 45 46 4.6 4.7 4.9 53 5.8 6.2

StatLink SwsPa http://dx.doi.org/10.1787/418265773755

Gross fixed capital formation in housing
As a percentage of GDP

3-year average at beginning of period M 3-year average at end of period
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