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Abstract

In this research, using secondary data for the years 1991 -
2021, we analyze factors that influence the attraction of Chinese
foreign direct investment. The relationship between independent
factors and dependent variables has been examined utilizing multi-
regression based on the vector auto regression (VAR) model
approach. Chinese’s Foreign direct investment is regarded as a
dependent variable. Trade Openness, inflation, GDP per capita and
exchange rates have all been taken into account as independent
variables. The Granger Causality test found that China's direct
investment has a bi-way causality relationship with trade openness
and inflation. China's direct investment has a unidirectional
causality relationship with GDP per capita. but China's direct
investment has no causal relationship with the exchange rate. The
results of the VAR model test found that China's per capita income
and direct investment have a relationship in the same direction
with a level of statistical significance of 0.1. It means that GDP
per capita changes by 1% will result in China's direct investment
increasing by 1.05%, While inflation rate and China's direct
investment have a relationship in the opposite direction with a
statistical significance level of 0.1. If the inflation rate changes by
1%, it will result in China's direct investment decreasing by 0.35%.
Trade openness and exchange rate are related to China's direct
investment in the opposite direction and the same direction,
respectively, but there is no statistical significance. The Impulse
Response Function test shows that each variable changes in the
shock state in the initial phase is quite intense with increases and
decreases with each period. Over time, it gradually adjusts down,
then can be adjusted to a long-term balanced focus. Finally, the
variance decomposition test found that all variables have more of
their own variance than other variables, China's direct investment
has an average of 73.03% of its own variance and over time,
China's direct investment has been affected by other variables, and
the effect of itself has started to decrease and can reach a balance
point around the 8th year.
Keywords: Investment, attractiveness, China, factors and VAR

model.
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0101279 1: nauiingsuduminorusidunuieizejfodsusngsys (Correlation)

LNGDP LNTV LNINF LNEXY
LNGDP 1.000000
LNTV 0.253119 1.000000
LNINF -0.242073 -0.650968 1.000000
LNEXY 0.343095 0.750100 -0.361154 1.000000

0901279 2: NWNnFeuad1wiiszeg2uu Unit Root test 1083 ADF Tuastiu 1 Difference.

At 1% Difference

fa9001UcJ1 SUNIVNO

fodsu a1z G5 £112:0UND1US OB

143)de! 29U

ADF 1% 5%

10%

LnCFDI -8.860216 | -3.679322 | -2.967767

-2.622989 0.0000*** | Stationary

LnGDPg -8.390502 | -3.699871 | -2.976263

-2.627420 0.0000*** | Stationary

LnTV -7.076481 | -3.679322 | -2.967767

-2.622989 0.0000%*** | Stationary

LnINF -7.495854 | -3.679322 | -2.967767

-2.622989 0.0000*** | Stationary

LnEXY -2.064168 | -2.656915 | -1.954414

-1.609329 0.0395** | Stationary

M0279 3: NIIDNAOUNDIUFIZATUEUUNIR9) VAR (1oe:0unducEouivn1geid 95%.

Lag LogL LR FPE AlIC SC HQ
0 -100.706 NA 0.003238 8.456478 8.700253 8.524091
1 -55.60076 | 68.55994* | 0.000680* | 6.848061* | 8.310712* 7.253738*
2 -41.04635 | 16.30094 0.002063 7.683708 10.36523 8.427449
3 -8.062826 | 23.74814 0.002573 7.045026 10.94543 8.126832

00279 4: NIWRNK9U Cointegration Test 283uciazfiodsuciioeea Max-Eigen Statistic.

Hypothesized Eigenvalue Max-Eigen 0.05 Prob.
No. of CE(s) Statistic Critical Value
None * 0.780482 39.42433 33.87687 0.0098
At most 1 * 0.694558 30.83591 27.58434 0.0184
At most 2 0.53032 19.64831 21.13162 0.0796
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At most 3 0.383672 12.58338 14.2646 0.0906
At most 4 * 0.209153 6.100919 3.841466 0.0135
sUNIU 1: Bunuiingsu AR Roots 293ciasfiodsu.
Inverse Roots of AR Characteristic Polynomial
15
1.0
05
0.0
0.5
-1.0 |
1.5 T T T T T
45 1.0 -05 00 05 10 15
SUDIU 2: nunsugougleeIiolsusust CFDI.
Responseto CholeskyOne 5.0. (@ f. adjusted)Innovaions £ 25 E.
Responseof D|LNCF DI) taD{LNCF DI} Respanse of D{LNCFDI ) {o D{LNGDP) Respanseol D{LNCF DI} lo D{LNTV) Respanse of D{LNCF DI j Lo D{LNINF) Respanse of DLNCF D) 1o D{LNEXY)
A N PATASS—. /N S— NN .
1012273 5: BUN1Hngsy Granger Test fiasdunoruaiga 1(lag=1)
Pairwise Granger Causality Tests
Date: 04/08/23 Time: 11:31
Sample: 1991 2021
Lags: 1
Null Hypothesis: Obs F-Statistic Prob.
LNGDP does not Granger Cause LNCFDI 28 1.02629 0.3207
LNCFDI does not Granger Cause LNGDP 3.80510 0.0624
LNTYV does not Granger Cause LNCFDI 30 6.30217 0.0184
LNCFDI does not Granger Cause LNTV 7.48590 0.0109
LNINF does not Granger Cause LNCFDI 30 8.01734 0.0086
LNCEFDI does not Granger Cause LNINF 10.4887 0.0032
LNEXY does not Granger Cause LNCFDI 30 5.51334 0.0264
LNCFDI does not Granger Cause LNEXY 0.73254 0.3996
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£701279 6: BUNIWENTICUURIRY VAR 299iriazdiodsudiosidand Eview 10.0:

Vector Autoregression Estimates

Date: 04/04/23 Time: 12:59

Sample (adjusted): 1993 2019

Included observations: 27 after adjustments
Standard errors in () & t-statistics in []

D(LNCFDI) D(LNGDP) D(LNTV) D(LNINF) D(LNEXY)

D(LNCFDI(-1)) -0.320632 -0.008295 0.160841 -0.201467 0.015623
(0.17794) (0.02713) (0.07222) (0.18315) (0.03135)
[-1.80190] [-0.30572] [2.22721] [-1.10000] [0.49840]

D(LNGDP(-1)) 1.058729 -0.200044 -0.172589 -0.720460 -0.329306
(0.80033) (0.12203) (0.32481) (0.82376) (0.14099)
[1.32287] [-1.63929] [-0.53136] [-0.87460] [-2.33568]

D(LNTV(-1)) -0.478273 0.405180 -0.392146 -0.265724 -0.145094
(0.48372) (0.07376) (0.19632) (0.49789) (0.08521)
[-0.98873] [5.49349] [-1.99752] [[0.53371] [-1.70269]

D(LNINF(-1)) -0.351874 -0.013283 -0.055662 -0.255442 0.030015
(0.21040) (0.03208) (0.08539) (0.21656) (0.03707)
[-1.67238] [-0.41404] [-0.65184] [[1.17952] [0.80979]

D(LNEXY(-1)) 0.840523 -0.126571 0.674541 -0.489118 0.556801
(1.01698) (0.15507) (0.41274) (1.04676) (0.17916)
[0.82649] [-0.81624] [1.63431] [[0.46727] [3.10791]

C 0.118764  -0.005830 0.024770 0.082255 0.065522
(0.26276) (0.04006) (0.10664) (0.27045) (0.04629)
[0.45200] [-0.14552] [0.23228] [0.30414] [1.41553]

R-squared 0.392449 0.676436 0.295612 0.207569 0.476487
Adj. R-squared 0.247794 0.599397 0.127901 0.018895 0.351841
Sum sq. resids 31.42215 0.730539 5.175538 33.28920 0.975154
S.E. equation 1.223231 0.186514 0.496442 1.259047 0.215490
F-statistic 2.713002 8.780447 1.762624 1.100145 3.822724
Log likelihood -40.35897 10.42108 -16.01078 -41.13819 6.522116
Akaike AIC 3.433998 -0.327488 1.630428 3.491718 -0.038675
Schwarz SC 3.721961 -0.039524 1.918392 3.779682 0.249288
Mean dependent 0.142043 0.013646 0.071879 -0.040304 0.082930
S.D. dependent 1.410392 0.294683 0.531600 1.271113 0.267662
Determinant resid covariance (dof adj.) 0.000464

Determinant resid covariance 0.000132

Log likelihood -70.96569

Akaike information criterion 7.478940

Schwarz criterion 8.918759

Number of coefficients 30
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0101279 7: BUNIUENTS Variance Decomposition 293tciasfiodsucios Tdunu Eview 10.0:

Variance Decomposition of D(LNCFDI):

Period S.E. D(LNCFDI) D(LNGDP) D(LNTV) D(LNINF) D(LNEXY)
1 1.223231 100.0000 0.000000 0.000000 0.000000 0.000000
2 1.422234 86.90142 3.207853 3.112106 5.665184 1.113437
3 1.527849 76.66677 5.318206 8.787685 8.252417 0.974923
4 1.560639 73.48091 5.460561 11.38290 8.437324 1.238308
5 1.566347 73.14699 5.426375 11.56398 8.632791 1.229861
6 1567120 73.13541 5.457982 11.55263 8.624950 1.229029
7 1.567882 73.07067 5.488457 11.59226 8.618710 1.229898
8 1.568254 73.03796 5.494911 11.61821 8.617129 1.231797
9 1.568344 73.03470 5.494699 11.62193 8.616925 1.231742
10 1.568364 73.03503 5.494895 11.62163 8.616730 1.231709
11 1.568379 73.03407 5.495303 11.62219 8.616703 1.231735
12 1.568386 73.03340 5.495433 11.62267 8.616743 1.231756
13 1.568388 73.03327 5.495435 11.62279 8.616753 1.231757
14 1.568388 73.03327 5.495435 11.62279 8.616751 1.231757
15 1.568388 73.03326 5.495441 11.62279 8.616750 1.231757
16 1.568389 73.03325 5.495443 11.62280 8.616750 1.231757
17 1.568389 73.03325 5.495444 11.62280 8.616750 1.231757
18 1.568389 73.03325 5.495444 11.62280 8.616750 1.231757
19 1.568389 73.03325 5.495444 11.62280 8.616750 1.231757
20 1.568389 73.03325 5.495444 11.62280 8.616750 1.231757
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