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Foreign Direct Investment Flows: Somalia

Overview

Foreign Direct Investment (FDI) in Somalia has shown a pattern of gradual
recovery and growth since the end of the civil war in 2012. Despite ongoing
challenges related to security, infrastructure, and governance, the country has
been attracting increasing interest from foreign investors, particularly in sectors
such as telecommunications, energy, and port infrastructure.

Current FDI Trends

According to the African Development Bank, Somalia's FDI inflows have been on
an upward trajectory:

e FDI inflow in 2017: USD 384 million

o FDI has been increasing since 2012, primarily due to improved stability
following the end of the civil war

o Historically, the majority of foreign investment came through intra-company
loans

e Recent years have seen a shift toward greenfield investments, joint ventures,
and subsidiaries of transnational corporations

Key Source Countries and Sectors

The main investors in Somalia include:

Foreign Direct Investment Flows



o Germany: Has the largest subsidiary of a transnational corporation in the
country (German Agro Action Office), supported by a bilateral trade agreement
for the protection and promotion of investments

« United States: Significant investor despite having fewer formal corporate
presences

o United Arab Emirates: Major investor in port infrastructure, including the USD
442 million investment by DP World in Berbera Port

Investment is concentrated in several key sectors:
o PortInfrastructure: Strategic investments in Somalia's coastal facilities

o Telecommunications: Building on Somalia's relatively advanced mobile
network coverage

o Energy: Particularly renewable energy projects
o Real Estate: Reconstruction efforts in urban centers

» Financial Services: Though still limited, showing growth potential

FDI as Percentage of GDP

According to World Bank data, FDI as a percentage of GDP in Somalia was
reported at 5.792% in 2023, representing a significant component of the country's
economic activity.

Investment Climate Factors

Several factors influence FDI flows to Somalia:

Positive Factors
o Strategic location along key shipping routes
o Extensive coastline with potential for port development
e Young population providing potential labor force
e Strong diaspora connections and remittance flows

o Untapped natural resources
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o Government's increasingly positive attitude toward foreign investment

Challenges
» Ongoing security concerns in parts of the country
o Limited infrastructure (roads, electricity, water)
e Regulatory uncertainties and governance issues
e Shortage of skilled labor in specialized sectors

o Limited financial services infrastructure

Regional Variations
Investment patterns show significant regional variations within Somalia:

o Somaliland: Higher stability has attracted more substantial investments,
particularly the Berbera Port development

» Mogadishu: Focus of real estate and service sector investments

e Puntland: Some investment in natural resources and port facilities

Future Outlook

The trajectory for FDI in Somalia shows potential for continued growth, contingent
on:

e Further improvements in security and political stability

o Development of more robust regulatory frameworks

» Infrastructure improvements, particularly in energy and transportation
o Strengthening of financial institutions and services

e Continued international support for Somalia's economic recovery

The recent USD 442 million investment in Berbera Port by DP World represents
the largest single foreign investment to date and signals growing investor
confidence in the region's potential.
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