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International Financial Risk Factors and Location Choice

of China’s Direct Investment in ASEAN
WANG Zhenli', LIN Jianyu®

(1. Development Institute, Yunnan University, Kunming 650091, China;
2. School of Humanities, Yunnan Minzu University, Kunming 650500, China)

Abstract: From the four aspects of international financial risk into four angles: exchange rate, interest rate, inflation rate and
financial infrastructure, this paper constructs a model to discuss the relationship between financial risk and the location selec-
tion of China’s direct investment in ASEAN. The following conclusions are obtained. The changes of ASEAN exchange rate,
interest rate, and inflation rate are negatively correlated with the changes of China’s direct investment in ASEAN. The increase
of exchange rate, interest rate and inflation rate in ASEAN financial market will lead to the decrease of China’s direct invest-
ment. However, the relationship between financial infrastructure and China’s direct investment in ASEAN is uncertain. There
is a positive correlation between them in the static panel model and a negative correlation between them in the dynamic panel
model, which shows that no matter whether the financial infrastructure is perfect or not, China’s direct investment in ASEAN
will be not diminished. Based on the current situation of China-ASEAN macroeconomic development, some proposals are put
forward to promote the internationalization of RMB and avoid the risk of international settlement.

Key Words: international financial risk; foreign direct investment; the Belt and Road; ASEAN economies; international cap-

ital ; investment location selection; internationalization of RMB



