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Abstract

Abstract

Since the beginning of the 21st century, with the rapid economic growth and the
continuous improvement of the degree of opening up to the outside world, Chinese enterprises
have begun to actively seek overseas investment opportunities, and China's OFDI has also
been increasing. From the perspective of industrial sectors, the development of China's
outward FDI has experienced early resource-based investment, fast-growing manufacturing
investment, and investment in high-tech and financial sectors since 2010. After decades of
development, the scale of overseas investment of Chinese enterprises has been increasing, the
structure has become increasingly diversified, and the international influence has gradually
increased. By 2022, China's outward FDI flows were US$163.12 billion, ranking second in
the world. On the other hand, since the Sino-US trade war in 2018, the trend of
anti-globalization has been rising, and the impact of geopolitical risks on the global political
and economic landscape has become increasingly prominent. For a long time, most studies
focusing on the impact of geopolitical risks on the economy are mostly based on the
perspective of short-term capital flows or the macro perspective of long-term investment
decisions, and few studies on the structural changes of China's outward FDI from the
meso-level. In addition to the short-term immediate effect, the impact of geopolitical risks on
investment usually requires a certain delay in time to be reflected. Therefore, this thesis
focuses on the impact of the severity of geopolitical risks in host countries on the scale and
structure of Chinese firms' outward FDI.

Firstly, in the process of combing the relevant literature, this thesis selects relatively
reasonable geopolitical risk indicators according to the influencing factors and manifestations
of geopolitical risk. Based on the theoretical analysis of geopolitical risks on enterprises'
OFDI, this thesis summarizes the mechanism of the impact of geopolitical risks on
enterprises’ OFDI. Based on the data of Chinese enterprises' outward direct investment from
2005 to 2022, this thesis constructs a binary marginal model of Chinese enterprises' outward
investment, and analyzes the impact of geopolitical risks on China's outward foreign direct
investment. The results show that the higher the geopolitical risk, the greater the inhibition
effect on China's outward FDI, and the lower the geopolitical risk, the more conducive to
China's outward FDI. From the perspective of binary margin, the intensification margin and
the expansion margin are also negatively affected, indicating that the scale and diversity of

Chinese enterprises' outbound investment are inhibited by geopolitical risks. In order to make
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the results more reliable, this thesis performs benchmark regression on the first period of
geopolitical risk lag and excluding global events such as financial crises, and finds that the
results are still significant. In order to solve the possible endogenous problem, this thesis uses
the Paris terrorist attack as an external event shock, and uses the difference-in-difference
method to find that the hypothetical results in this thesis are still significant. Subsequently,
through the mechanism test, it is found that geopolitical risks will further affect the outward
direct investment of Chinese enterprises by exacerbating exchange rate fluctuations. Through
the moderating effect test, it is found that when the market size of the host country is large,
the negative impact of geopolitical risks on Chinese enterprises' OFDI will be reduced. Finally,
in order to test whether Chinese companies will make "risk-preference" investments because
of the resource endowment of the host country. A separate return to the mineral energy sector
shows that companies in this sector do not have a "risk appetite" to invest, but rather react
more strongly to geopolitical risks. Finally, based on the above research conclusions, this

thesis puts forward relevant suggestions for the Chinese government and enterprises.
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