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Does RMB Internationalization Promote Chinese OFDI?
—An Empirical Test Based on the Experience of Countries Participating in the Belt and Road Initiative
LI Kuangyi SUN Yi
(School of Finance, Nanjing Audit University)
Abstract At its 20" National Congress, the Communist Party proposed the promotion of high-quality
development under the Belt and Road Initiative. This paper examines the impact of renminbi internationalization
on China's outward foreign direct investment (OFDI), using annual data from 53 countries participating in the Belt
and Road Initiative between 2009 and 2021. A baseline regression study shows that RMB internationalization has
significantly boosted Chinese direct investment in the Belt and Road countries while a subgroup regression shows
that the effect is even more significant in developing countries and countries along the "Belt". Further analysis
demonstrates that exchange rate stability and capital account openness play a significant moderating role when
RMB internationalization promotes China's OFDI. This paper suggests that China should continue to carry out
RMB internationalization in a steady and cautious manner and optimize the distribution of direct investment in the
countries along the routes included in the Belt and Road Initiative. At the same time, it is necessary to dynamically
coordinate the marketization of the exchange rate, the continued opening of the capital account and RMB
internationalization, so as to realize sustainable development of China's OFDI.
Keywords RMB Internationalization, OFDI, the Belt and Road Initiative, Exchange Rate Stability, Capital
Account Openness
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