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China’s Balance of Payment and Foreign Direct Investment
Economic policies are aimed at promoting a national economy. The policies depend on the state of the economy and are either aimed at expanding the economy by encouraging foreign direct investment or restricting foreign investors to protect the local firms and industries (Chisăgiu, 2015). China is one of the developing economies and attracts foreign investors in investing in the country. However, the state has high repatriation risks to firms due to some reasons. There exists an uncertainty on the willingness of the China’s economic policies providing a level playing field with the domestic competitors. Further, the current investment climate has some degree of repatriation risks to firms since the industrial policies promote and protect the local companies, state-owned companies, corruption, and lack of transparency among other factors ("U.S Department of State: 2014 Investment Climate Statement", 2017). 
Over the recent years, the China’s Balance of Payments has been slightly above the equilibrium with a surplus of USD 196.4 billion in the year 2016 ("Current account balance (BoP, current US$) | Data", 2017). This indicates the country’s positive efforts of protecting its balance of payments. Foreign direct investment is a credit entry on the balance of payment thus; it increases the balance of payment. However, a high level of foreign direct investment can have a negative impact on the growth of an economy (Chisăgiu, 2015). It results in an increased level of imports and consequently resulting in a depreciation of the host country currency. However, China controls the foreign direct investment inflows by investing in foreign countries to enhance the foreign direct investment outflows. 
Multinational corporations face either losses or higher returns on delayed repatriation of cash flows. The direction and magnitude depend on the exchange rates between the currencies. An appreciation on currency results to higher returns while a depreciation causes a loss to multinational corporations.
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