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The Financing of American Foreign Direct Investment in the 1920's

In the 1920's about half of American foreign direct investment was financed in the security
market. Especially public-service, mining (except oil-mining ) and paper-pulp corporations had
financed their foreign direct investments in the security market. By contrast, the manufacturing
and oil-mining corporations had accumulated their profits to invest abroad.

In the latter half of the 1920's the yield of American corporation security steadily decreased.
This meant that the financing cost of American corporations also decreased. They could raise the
funds on lower costs than the British corporations. In the 1920's American corporations had the
advantage in capital costs.

The decrease of the yields in the American security market were caused by both money flow
into the security market and international cooperation between F.R.B. and the Bank of England.
However the main cause was the money flow. It decreased the yields and enabled the American
corporations to finance their foreign investments at lower costs.
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